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CAPITAL SMALL FINANCE BANK LIMITED

Corporate Profile

Embarking on a Holistic
Service Journey

Having started as a local area bank {LAB} in 2000, Capital Small Finance Bank
Limited (Capital SFB), stands tall as Indfa’s flrst Small Finance Bank (SFB). Culture
of trangparency and deep understanding of the target customer segment, developed
over the years has helped us in steering our steady growth. Our learning as LAB, our
iT backbona, prudent risk management framework, our human resource and codified
processes & policies aided us to be amongst the leading SFBs in terms of CASA ratio,
cost of depesit, asset quality and secured diversified advance portfolic.

We have completed slx years as a Small Finance Bank and has successfully navigated challenges posed

in FY 2021-22 in the shape of COVID and related economic turbulences. Our philosophy of having primary
banking relationship, single window service, hatistic suit of product offering, deepar understanding of

our target customer segment of middle income group help us to grow in more efficient way, OQur strong
presence in rural and seml-urban markets enables us to deliver banking services to the Inst-mile customer
and our urban branches act as a catalyst for bringing efficiency in intermadfation between savers and
borrawers.

OUR VISION

To provide superlor
Banking Service, focused
on customers’ neoads

To maintaln a long-
lasting and trustworthy
relationshlp with the
local community

5.02%

Cost of Deposit

1,644

Employeas

1.36%

Net NPA

42.16%
CASA To contributa to the
economic development
of the area by innovatlve
ideas, technology and
new products and
employmant generation.

6.46 takhs

Customer base

161

Branches

2 | Arewsal report 202122

About Capital SFB Performonce  Strengths  Responafble Approach  Statutory Reports  Financel Staoments

Our Presence

We continug to serve the deep pockets of Punjab, including the Innermest rural areas and ever-growing
towng and clties. We have established ourselves in the atate with the fourth largest branch network among
private sector banks in Punjab. We are ready to further penetrate In existing geographies and expand in
neighbouring states of Punjab L.e. Haryana, Rajasthan, NCR and Himachal Pradesh, with equat measures of
caution and aggression.

_ Branch network

11

Haryana

145

Punjab

a2

Rajasthan
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Marching ahead with Vigor

We have a strong track record of creating value for cur stakeholders throughout varlous sconomie cycles,
significant pelicy changes, damonstisation, & crisfs In the sector and & once-in-a-century pandemic.

¢2,608.78 cr 17857 or 469070 o
Infrastructure LOvID-19%

pandemic

¥1,148.40 cr ¥1,368.60 cr €1,852.09 cr

Demonlaation

2018 2017 aoin 209 010 Wwn W0

® Loan Book @ Event
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CAPITAL SMALL FINANCE BANK LIMITED

Board of Directors

Steered by

a Fortified Board

Mr. Navin Kumar Maini
Part-Tirme Chairman & Non-Executhve
Independant Director

M1, Navin Kumar Malni ix an indepandent Director of our Bank.
He holds a Bachalors' degres in law and a Bachelors' degree in
scfence (honeurs) from the University of Delbi. Further, he holds
a post-graduste diptorna In international trads from the indlan

Institute of Foreign Trads, a certificate of particlpation In the

NIBM-Stantord Advanced Managamant Programme presanted

by the Stantord University Graduare School of Business and a
post-graguate diploma In management from the Management
Development Institute. He has also completed the exacuthm course
on Financlal institutions for Private Enterprise Developmant,
conducted by Harvard Law School and the International Instftute
for Advanced Studies. He is also a certified associate of the Indian
Ingtitute of Aankars. He has ovar four decades of experience in the
tanking industry. He has previoosty served as the deputy managing
director of SIDEI and has also previouvely been ted with
industnal Development Bank af Indla and Unltad Commaearctat Bank
and has served as a Diregtor of various entitias, including 1081
Trustee Campany Limited, SIDBI Venture Capital Limited, National
Credit Guarantee Trustee Company Limited, india SME Asset
Reconstruction Company Limited, Bhartiva Samruddhi Finance
Lirnited and Acuite Ratings & Research Limited. He currently serves
as a Director on varlous antitias Including Ananya Finance for
inclusive Growth Private Limited, AYE Finance Private Limlted and
NSE Clearing Limited,

Mr. Sarvjit Singh Samra
Managing Dirsctar & CEQ

Mr, Sarvijit Singh Samra is the Managing Directer and Chief Executive
Officer of gur Bank. He holds a Bachelor's degree in Arts and &
sMaster's degree In Business Administration from Gura Nanak Dav
Univarcity. He has over 35 years of experfence in the banking and
financlal industry spread over varicus roles, comprising teadership
and senior degision making positiong, He has baen associated

with our Bank sinca Its inceptlon and has been instrumental In

the conversion of our Bank from a local area bank to an SF8. He

has previously served as the Managing Directer of varlous asset
financing companias. He has also praviouzly served as ocur part=tima
Chairman for ovaer three yaars and has been sarving as our Managing
Dirgctor and Chief Executive Gfficer since 2003, as a LAB and SFB.

Abaut Capltel KFB

Mr. Dinesh Gupta
o dent Direct

Hon-Executive, Non-indep

Mr, Dinesh Gupta 9 a Hon-Exqeutive Director of our Bank He holds
a Bachalor’s degras in commerce and a Bachelor's degree in law
from Guru Nanak Dev University. He is also & fellow member of the
Institute of Company Secretanes of india. He has also recefved

the Lean STx Sigma Green Belt Certificate from Benchmark Six
Slpma, He also currently serves a3 a director of DSB Law Group
Private Limited and D58 Edutech Private Limited. Ha is a Practicing
Company Secrecary and currently Managing Parter of M/s Dinesh
Gupta & Co., Company Secretardes, He has over 34 yearg of
experience in, among athers, finance, taxation, corperate laws,
corporate restructuring, commarcial laws, banking and business
process management. He aleo practlsed as an Advocate with Punjab
& Maryana High Court from 1943 to 1997, He previously remained as
the Director of Capital Local Area Bank Limited from 2007 to 2015,
He also currently serves as a director of DSB Law Group Private
Limitad and DSB €dutech Private Limited.

Mr. Srinath Srinivasan
Nan-Exacutlve Non-Independant
{Nomines Director — Oman Incia Joint Irvestrent Fund - 11}

Mr. Srinath Srinivasan is a Non-Exacutive Direttor of our Bank and a
nomines of Oman India Joint tnvestrment Fund Il an cur Board. He holds
a Aachelor's degree In Engineering {electronlcs and cormmunication)
frorn the Matianal Institute of Technology, Karnataka, Mangalore
University and a Mastar's degres in Business Managamant from the
Agian institute of Managerment. Further, he has complated an exetutive
education programmae on teadership skills for top management from
the Indian School of Business, the Blue Ocean Strategy Programme -
India Editlon from INSEAD, the executive programme in luxury hrands
from the SDA Bocconi School of Management and the Independent
Dlrectore Caertification programme conducted by Hunt Partners and
Board Evalyation. He has previousty served as the country head for

the private equity business of Rand Merchant Bank in India and hag
been assocliated with Reliance Cipltal Ass=t Management Limited.
2011, he was appoiniad as the Chief Investment Cfficer of Oman
India Joint Investmant Fund Management Company Private Limited.,

Ha has been serving as the Chief Executive Officer of Oman India Joint
Investment Fund Manag it Company Private Limited since 2012. He
was also electad to the executive council of the jndian Yenture Capital
Agsociation In 2015 and has served two consecutive terms therean,
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Mr. Mahesh Parasuraman
HNon-Executlve Non-Independent
(Hominea Director - AMICUS)

Me. Mahesh Parasuraman is 2 Non-Executive Director of cur Bank
and a nominee of Amicus Capital Private Equity | LLP and Amicus
Capital Partners India Fund | on our Beard. He holds a Bachelar's
degree in commerce from the Bangalore University and is an
associate member of the Institute of Chartered Accountants of
India. He [s also a member of the Institute of Cost and Warks
accountants of indla, He is currently alsa & director of AAUM
tnvestmant Advisers Private Limited ard a designated partner

In Amicus india Capital Partnars LLP and Amlcus Capital Privats
Equity | LLP, He has over 21 years of experience and was previously
associated with Carlyte India Advisors Private Limltad {an affiliate
of the Carlyle Giroup), Ernst & Young LLP and Arthur Andersen &
Aszociates.

Mr. Balbir Singh
Additiona! Director

Mr. Balbir Singh, is a Non-Executive Director of the Bank and
ncimines of SIDAL, Ha is currgntly designated as General Manager,
Small Ingustries Developrnent 8ank of India. He has total
experignoe of over 25 years with almaost 20 years of vaet experlence
in Premotion and Development of Micro Small Mediuin Enterprises
(MSMEs). He has ulso served an many Senlar Positlons and alsa
designated as Nominee Director on the Board of varous Comnpanles.

Mr, Gurpreet Singh Chug
Non-Exwcutive Indepandent Director

Mr. Gurpreet Singh Chug is an Independent Director of our Bank.

He holds a Bachelor's degree in Arts and a Rachetor's degrae in law
fram the Guru Nanak Dev University. Ha also holds the qualification
of Licentlate from the Insurance Institute of India. He has previously
served as an independent director of 5.R. Impex Private Limited and
has baan asscciated with Global Financle! Services as its Prasident,
/s, Steel Products (India) a8 ita Proprietor and presently serves as
the Managing Director of Pioneer Assurance Consultants Limited.

Mrs. Harmesh Khanna
N E: tive Ind dent Director

P

MrE. Harmesh Khanna is an Independent Director of our Bank,

She holds a Bachalor's dagres In Science [honouss) and a Master's
dagrae In Science, both with a specialisation is zoology, from the
Unlversity of Dalhl. She also holds a Master's degrea in Business
Adminlstration with a spacialisation in public system management,
and (%} a Bachelor's depree in Education, from the Univarsity of
Delhi, She has previously been associated with the Reserve Bank of
India far cver 27 years and retired as general manager.

Mr. Rakesh Soni
Non-Executive Independent Directar

Mr. Rakesh Sonl s an independent Director of our Bank. He halds

& Bachelor's degree in Commaerce from the Panfab Unfversity and
is @ qualHied chartered accountant. He is currently a practiclng
chartered accountant angd a member of the matitute of Chartered
Accountants of Indiz. He gurrently serves asa partnar of M/s. Dass
Kharna & Co., Chartered Accountants. He has previousiy been an
audlter for entities in several sectors including real estate, textite,
tyres and tubes and banking, Including entities such as Indlan
Overgeas Bank, Avon Cycles Limited, Nucon Power Cantrola Private
Limlted, Garg Acrylics Limited. Tilda Riceland Privata Limited,
Ralson (India) Limited and Eastrnan Cast and Forge Limited.

Mr. Sham Singh Bains
Nan-Exacutive Independant Director

Mr. Sham Singh Bains :8 an Independant Director of our Bank.
He holds a Bachelor's dagrae in Arts from the Guru Nanak Dav
University, Amritsar, He has vast experience in agriculture,

Mr. Gurdeap Singh
Non-Exescutlve (ndepstdent Diractor

Mr. Gurdesp Singh is an Independent Director of our Bank, He

has complated his higher secondary fram Guru Nanak College,
Phagwara. He has greviously served as assistant manager
{engineering and ool rogm). persannel officer and deputy manager
of G N A Axles Umited. P ly, he is the president of GNA
University and diractor of GNA Geara Limited.




CAPITAL SMALL FINANCE BANNK LIMITED

Corporate Information

Chairman (Part — Time}

Mr. Madan Gopal Sharma {till April 23, 2027}
Mr. Nawvin Kurnar Main (w.e.f. April 24, 2022)

Managing Director &
Chief Executive Officer
Mr, Sarv]it Singh Samra

Chief Operating Officer & Chief
Financial Officer
Mr. Munish Jaln

Company Secretary

Mr. Amit Sharma

Directors

Mr. Madan Gopal Sharmat
Mr. Sarvjit Singh Samra
Mrs. Harmaesh Khanna
Wr. Rakesh Son!

M, Sham Slngh Bains
Mr.Gurdeep singh

Mr. Navin Kumar Malm
Mr.Dinesh Gupta

M. Gurpreet Singh Chug
Mr, Rahul Priyadarshi?
Mr, Mahit varmal
Mr.Mahesh Parasuraman
Mr. Srinath Srinivasan
Mi, Balbir Singh*

Mr. Gurdeep Singh

Statutory Auditors

MfS T. R. Chadha & Co, LLP

Charterad Adcountants B-30

Kuthiala Building

LConnaught Place

New Delhi 110 001, India

Tel: +91 11 4325 3500

Emait: dethi@trchadha.com

Firmm Reglstration Numbaer: 00GT11N/NG0002B
Peer Review Cartificate Number: 013834

RTA

Link tntime Private Limlted
- 101, 1% Floor, 247 Park
tal Bahadur Shastri Marg
vikhrod { West)

Mumbal - 400083

Debenture Trustee

1DBI Trusteeship Servicas Lid,
Axlan Buitding, 17- R ¥amani Road
Ballard Estate, Fort, Mumbal - 450001

NSDL

Trade World, Wing, 4" Floor
Kamla Mills Sompound, Lower Parel
Mumbal - 400013

CDSL

Marathon Futurex
A- Wing 25™ Floor, NM Joshi Marg
Lower Parel {East)
Mumbai — 400013

L camied (o e Director w.et Aprll 23, 7022

* censed to he Dhoctor w.ef. Moy T2, 707}

1 pagied to he Déirector woef Saplenber 16, 2011
4 appointed want, Macch 09, 2022
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Our Esteemed Investors and Partners

Tied with Faith

QOur Investors

AMICUS

CAPITAL PARTNERS
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CAPITAL SMALL FENANCE BANK LIMITED

MD and CEQ’s Message

Growing from Strength
to Strength
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The growing medium-
income group in rural
and semi-urban areas,
is a source of immense

p— opportunities.
s
s \\ 70 7. Sarvit Singh Samra
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Dear Stakehalders,

The year began with the Deita wave inducad
disruptions, following apprehansions surraunding
a possible third wave. in the face of these
challenges, the year ended with notes of optimism
and fortitude. The world ks slowly but steadily
racovering from the trauma. The advent of various
vaccines acroas the glabe have signallad gome retief
and hope, mitigating the lmpact of any potentfal
relapses and virus mutaticns. The succassful
vaccination roliguts have glven governments the
chance to transition from *lives over livelihood' 1o
“lives and livalihood®

India, tao, has vaccinated a signifieant portlan of
the population. Lockdowns have curtailed, making
way for economles to heal from the pandemic woes.
The dy lc fiscal cesp through moraterfums,
Initiated as sarly as April 2020, gave the population
breathing space to recover from the losses of
earnings during the early lockdown days, As a
carmmuhity, we arg now at a peint, from whaere we
can ook forward to bounclng back to nermalcy.

At Capital 5FB, we benefltted from our robust
Business Continuity Plan and its effective
implementation, Our learnings from two decades
of exparience have allowed us to bufld a sound
business plan, from Identlfylng cradit growth
drivers, to intreasing custemer connection and
improving market penetration through digita,
channals.

Moreovar, wa have idantified the growing medium-
incoma group In rural and semi-urban areas as our
target market. We belleve it is an untapped market
and a source of immense opportunities on both,
asset and llability sldes. Our plan to make use of
the opportunity i based on our growth atrategy

Fi gt Srataments

Expanding Geographical Footprint

Our business derives resilisnce from arganic growth,
with special emphasls on secured lending. This
strategy includes offering added services to exlsting
customers, based on an understanding of thefr
neada, lnsights gained from experiance with these
custornsrs help us in widening our target market,
This aleo helps us In diversifying our geographical
prasgnce, and tapplng relevant demographics and
cultures while malntaining high asset quality.

We plan to penetrate deeper into existing markets
ant axpand [nto nawar territories with cur range
of toan products as an aniry strategy. We want to
capitalise on the ansrmous tallwinds of growth in
the target middie-Income populatian,

There iz massive scope of credit and deposit
penetration [n other Morthern regions., We will
leverage on our strong brand in Punfab to expand

to the adiacent states of Haryana, Rajasthan,

NCR and Himachal Pradesh. We are utllizing data
analytics for zerolng In on new branches, in addition
to Identifylng the product-customer match for
potential clients,

with continued attention to the existing leading
segments of agrleulture, MSME and trading, and
mortgages, we are 561 to farge mora partnarships
and synergies.

1




CAPITAL SMALL FIWANCE BANK LIMITED

Uptrend in Profitability, Enhanced
Operations

wa alm to fast-track growth by targeting various
aspects of the profitability eguation, Improvement
and optimisation in the speratlonal and profitability
raties, accompanivd with enhanced crosa gelirg
thraugh multiple dalivery channels will target
margin expansion through better econormies of
scale, higher credit to deposlt ratlo, improved loan
book, and mcraasing fee-based income.

Optimising coats will come threugh improved
opsrating efficiency and an increased proportion of
mature branches resulting in economias of scale.
Qur svar-expandlng ¢ base, owing to deeper

and wider wooma_u_.__nm_ reach, has ted te conslstent
growth in the credt-to-depostt ratio,

It has grown from 85.01% in FY18 to 77.55% in FY22.
The gpea cost to average assets has reduced from
3.18% during FY18 to 2.90% during FY22, The Cost
to Income ratio has reduced from 74.37% during
FY18 to §3.42% during FY22.

In additlon 1o the said income fortifying measures,
we will also seek to increasa the share of fes
Tncome. This caters to one of pur fundamentai aims
of bacoming the primary banker for our customers,
paving the way for cross-celling other relevant
products.

._M — Annyal Repont 2021-22

Enhancing Relatlonships, Adding Valug

Owing to our tegacy 83 & local area bgnk, we are

at a vantage point, polsad te leverage our strong
trrand. The focus will be on a granular, retail-
focused deposit base by deepening axisting
customer relationships, and strangthening trust,
This rafationshlp-based banking will halp us cross-
sell CASA products. Our engagement practices and
hotistic preduct offerings will allow us to target
new customers within existing geographies, gaining
valuable learnings about entry stratagies for new
geographies.

Ushering In the Phygltal

Focus on ‘phygltal” distribution of our products and
services ta cater to the banking needa of rural and
semi-urban population, which includes an optimum
mix of physical and digital presence to scale cur
operatians in a profitable manner, Digitisation
benefits us through improved processes, Increased
productivity, reduced costs, improved collections
through data-driven early warning system, and
better crosi-selling cpportunitles,

Our digital transition helped us effect a wider
gutreach, which grew at a CAGR of 57.00% resulting
In 5.27 million digital transactions during FY22
which increased fraom 1.49 million in FY18 and 088
millian in FY18, Further, the digital transactions
share in non-cagh transactions increased from
30.68% in FYL9 to 71.18% In FY22.

Abowl Copital SFB Pwrformanca  Strargths  Responslbla Approsth  Statutciy Reparts  Fipanclal Statemente

Analysing Competition, Galning Edge

We cormmissloned a report on small finance banks
and varfouy loan products from CRISIL In August
2021, Since this was done in FY22, the data used
far the resawrch was from FY21, Howevaer, | would
like to highlight seme of the report's kay findinga:

+ Cur growth in overalt deposits has consistently
been better than the banking sector at 17.4%
versus 12.2% for averall banks, Likewlze, our
growth in overali credit has been better than the
banking sector consistently slnce FY17 and s at
13.1% compared to 5.86% of overall banks.

On tha Liabillty slde teo, our CASA depasits hava
grown by 28.6%, while public sector banks’ CASA
deposits have grown by 14.9% and private sector
banks by 24.4%.

+ The growth has come while malntalning supenior
asset quality, We have the best asset quatity
among tha SFBs, represented by the lowest
GiPA of 2.08% compared to 5.4% of the overalf
SF8 industry.

+ Our cost of funds is the lowest amonget SFBs
at 5.8%. Our bulk depasits are only 2% of total
deposits, the lowest praportion amongst all
SFBs.

+ Qur deposit to loan book ratio is at 138.7%, the
highest amongst aur 5FB players.

= B9% of our loan book is secured, the highest of
other SFB peers.

Unshaking Support from Employees
across the Board

The growth, %0 lar and In future, s unthinkable
without the Invaluable role of the Capital SFB team.
| would Lke to thank everyone, working towards
making sure our strateglas are Implemented

tike a well-oiled machine, From developing and
malntainlng customer relationships en the ground,
to the gulding force of the senior management

and my faltow Board of Dirgctors, the relentless
efforts are seqing fruitlon through excellent and
improvad parformance matrics year-over-year. It 1s
my privilege to lead such a diligent and enthuslastic
team.

As a member of the Board, | would like to

express gratitude on behatf of the Directors to

our custormers, government officialy and every
stakehoider of Capital SFB. Their trusl and
confidence in aur capabilities have kapt us cn
course and ara ever-zealous to do more. We look
forward to your continued support and Inspiratfon.

Regards,

Sarviit Singh Samra
Managing Director & Chlef Executive OfRzer

3
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CAPITAL SMALL FINANCR BANK LIMITED

COO0O and CFO’s Communique

Marking a Resolute and
Comprehensive Performance

help us focus on our 8
middle-income target m
segment.
Munish Jain
N o0 4
NN
/

Dear Stakeholders,

1 amn dellghted to share that we continus to stride
toward a consistent growth path, This trajectory
is a result of a virtuous circle that bagins with a
growth strategy that emphasises risk

and managemant. making of 2 diversified advance
portfollo and a retall-facused Liabitity franchlsa,
This, In turn led us to Improve our operational
and profitabitity metrics. This becomes possibla
congequent 10 our customer-drlven approach,
contlnuous focused efforts by professional and
experlenced |lsaders, and effective implementagon
oy aur workfarce on the ground.

The year 2022 marks the 22" year of our jaurney,
during which wa have won multiple acealades, The
year 2022 is characterised by lots of adversitfes.
The advantage of adversity is, It tests characrer. We

14 | annual Report 202122

Diversificationand %
granularity put together

continue relying on a cambination of prudence and
pragmatism during the year. | would ltike to take thls
opportunity to highlight u few of our strengths and
refated metrics.

A Diversified, Secured Loan Basket

Cur lean book is diversified across a holistic group
of loan products with 38% In agricultural segment
at ¥1,781 crores, 23% In MSME and trading segmant
at 21,094 crares, 24% In mortgage loanae at

¥1,128 crores and 1%5% in other loans comprising
consumption, and corporate toans of 686 crores.
Bank ks witnessed multiple cycles in sach of thege
segrnants and has avoided over-retiance on any

one segment,

About Capebad SFH ot )

Further, the losn book is granular, with loans less
than 25 lakhys at 5% of the total 1oan book,

Qur diversified asset book has zero direct MFL
mxposure, and ~88% of tha loan hool iz securad
with an average ticket size of ¥0.13 crores. This
diversification and granularity put together highlight
our focus on eur middle-i target segment.

A Trusted Retail Liability Franchise

We ara reaping the beneflts of our 20+ years

of experience and enjoying a huge competitive
advantage, Thig is a direct result of our
relationship-based approach. Akln to the loan book,
our Liability franchise alsa, Is retail-driven, and
focused on diversificatlon, Gur depositors’ Faith in
usg Is demonstrated by the consisteat rollover ratio
of tarm daposhs ~90%, including the volatile COVID
months.

Our liabillties consist of 42% CASA deposits. We
have a consistently increasing CASA base, daespite
ene of the lowest deposit rates compared o our
SFB peers, The cost of funds was reduced by 66
biasis polnts to 5.02% in FY22, Further, the top 20
of our depositors account for only 4.73% of total
depaosits,

Consistently Improving Performance
Metrics

The low deposit rates, lowering aperational costs,
improving net interest margin is contributing to
improving profitability matrics, thereby PAT grown
by 53% to €82.58 crores. FY22 saw our nat total
incorme grow by 27%, reaching ¥309 crores, within
which, the net interest incoma grew by 28% to 3255
crores, resulting in stronger performance ratios.

Our Net Interast Margins have seen growth by

38 basis polnts despite all adds. Both, CRAR

artd LCR have stayed strong and stable at ~18%

and -228%, respectively. Desgite tough wxtarnal
factors consequent to COVID-18, our NPAS haven™t
suffersd, Qur GHPA was at 2.50%, and NNPA at
1.36%. Wa owe this success to our strong customer
connaction,

Qur balance sheet contlnues to be strong, with cur
net worth at 516 crores and an ROE of ~12%. Our
cost to Income ratlo continue to slide and during
the year Impraved by 7% to 63%.

Customer-Centriclty at the Core

The guiding philosophy of cur growth stery and
strategy is keeping tha gustorner at the centre,

right from understanding our customers’ needs to
holding thelr hands through financlal processes that
theay are sceptical about, In addition o making them
comfortable encugh to come back to us with repeat
buslneas, Qur alm to make ourselves thalr primary
banker, our phygital effort, and our lecal hiring
policy, are zll navigated towards & more fruitful
customer experience,

Ihla & h  Statutory Rep

our Best is Yet to Come

what about the future? Let me start by reiterating
where we stand today. We as a bank have:

+ Strong retail liabitity Franchlse with a high share
of CASA

- Secured and diverslfied advances porifolia

- Robust credit assessenent processes and risk
managemsant practices

v Customer-centele approach and deep
understanding of target customers

« Consistent track recard of growth with
constantly improving operational and profitabllity
metrics

+ Professionaf and experienced leadership team
backed by reputed sharsholders with strong
corporats povernance

« A commitmant to society that s second 1o none

With optimisym, we are also aware of the
changing scenarlo affecting every sector,

ingluding aurs. We intend no compromise on the
high ethicat standards we have set for surselves.
Belng adjudged as the 'Promiging Brand of the Year'
at the Economic Times Awards reaffirms our faith in
our prudent appreach.

Our performance has made all our stakeholders
optimistic and this reputation to deliver time and
again, holds 2 place of pride for us. At Capital
SFB, our team mambers are willing to go beyond
excalling in their rolesand take that extra stap
reguired to do consistantly well In the caming
times.

I take this apportunity to thank our leadership
team, who puides our workforce towards
continuously weorking on bringing in new customers
and kesplng tham happy.

Munish Jain

Chief Operating Officer & Chlef Financial Offlcar
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CAPITAL SMALL FINANCE BANK LIMITED
Key Performance Indicators

On an Upward

Growth Trajectory

Loan book @inen

Loan Dishursement X i )

-2z S 4,638.70

3762.69

- 3,335 57

Frigtl Gt 2,608.78

P C— 852,60
@2460% 26.12%

Tatal Deposits ®nen

ryn-2: Y 1,842.63
rzo-n CREEEEENNTEET T 132

ez CE e DIl 1,340.00
Fria-n DA 119342
PATAR Soi—rd 776.36

03708 % 24.00%

Balance Sheet Size (& in o}

P22 I €,046.36

. s s 5,22.07
Feip-20 CEEEERENETIETT0) 4,436,62
Friasy NN 166728
e CHEAEEED 7,850.52
@15.81% 2068 %

MNat Worth (Tiner

ren-n G 753,92

Frao-n & 37124
FY18-20 532988
FYIE-19 43120
FYI-18 335183
©012.28% &20.87%

Net Totat income o

o G 515.78

N 5 450.79

FYI820 Crmr it A06.78

e C—— 25032

T - - — ] 223.508
©14.42% 21.90%

Profit After Tax ®inen

62.57

4078

2536

1947

1.0z

©05342% @3468%
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rerer: I  309.47

. 244,47
Frinze ORI ALES B89
e (EETTNENN 168,84
o G 12763

©2659% 2481 %

& v-o-vgrowth @) S-yeas CAGR (FY18-22)
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L ] -
Yield on Advances (YoA) fin %} Cost of Funds {CoF) {tn %)
Fen-zz 10.89 re2e-2; RN 5.20
F¥20-21 .28 2o G e R Tk £.83
ns? Frio-20 G R oo 6.30
n45 g0
naz L X .06
Return on AUM* n =) Net Non-Performing Assets (NPA) (in %}
rez: 1.56 1.36
" 1 113
o849 135
Q.82 o.03
127 0B
Capital Adequacy Ratlo (CAR) n %) Raturn on Equity %
Y2 E 18.63 Ara-zz R 12.95
Fyao-o1 G w— 19.80 - s . .51
Fr-0 QREREINEENELELD %1 712
roa-1e SRECEETRR 16,40 8.03
roras  EEEEIRED 1BEE 8.8
Earnings Per Shara (EPS) (n®
ren-z D 12.41
. -1 ol .—N.g
Frig-20 QUREITERNIRNGNR BiB
rrg-w IR LE
e A 8.5
o
#52.91% ©27.99%
@ v-o-Ygrowth (@) 5-year CAGR (FY18-22)
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Our Strengths

A Multitude of Dynamics

We commenced operations as India ’s first gmall finance bank in 2016, and are
among the leading SFBs in India In terms of asset quallty, cost of funds, retall
deposits and CASA deposits for Fiscal 2021.We have tha most diversified portfolio
with sizeable book in multiple asset classes as compared to other SFBs with a
highest proportion of secured lending of 99% as of Fiscal 2021 among the SFBs.
We have the best asset quality among the SFBs represented by lowest GNPA and
NNPA as of Fiscal 2021. Further, we have the highest CASA ratio in Fiscal 2021
as compared with other $FBs and are amongst the top 10 banks vis a vis the
private sector banks, We aiso have the highest retail deposits per branch as of
Fiscal 2021. and have the lowest cost of funds among the SFBs as of Fiscal 2021.
{Source: CRISIL Research Report)
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Holistic Product L Customer
} Offerlngs Strengths Centricity

u Our core gtrategy is 1o build a robust retail focused banking franchise by anabling access to affordable
L) credit in the states we oparate with special emphasis on rural and semi-urban areas, We focus primarily
Py on the middle-incoma customer segments. We target to be the primary banker to our ¢ustomers and

endeavour to achieve this objective through a mix of (i) suite of our product effenngs; (il) customer service
orientation; (i)} deaply entrenched physical branch network ; and {iv) evolving digital channels of service
delivery, We offer a range of banking products on the asset and liabillty gide. Our Board is supparted by an
experlenced and quatifled rmanagemant team which compriges individuals having diverse experlence across
the banking and financial services sector.

Retail Driven
Liability Portfolio Qur Team

18  lannual Report 202122 19




CAFITAL SMALL FINANCE BANK LIMITED

Holistic Product Offerings

A Wholesome Bouquet

of Services

Wae target to be the primary banker to our customers and endeavour to achleve
this objective through a mix of (i) suite of our product offerings; (il) customer
service orfentation; (iii) deeply entrenched physlcal branch network ; and (iv)
evolving digital channels of service delivery, We offer a range of banking products
on the asset, lability side. Further, we have also collaborated with our partners to
cater to insurance, money transfer and other financial needs of cur customers.

Deposit Products

W offar our custamers & ang=stop-aolutlon for
thair financial neads, providing an a range of diverse
offarings with a atrong technology linking.

Saving Accounts

Normal Savings | Cepltal Savings | Capital &r, Citizen
Savings Account | Capital Saver Savings Accounts |
Capital Super Saver Savings Account | Basic Savings
Bank Account

¥2,316.50 cr
Saving Bank Deposits
with ATS of 241,000

@ Current Accounts

Normal Current | Capital Current | Capital Plus
Current | Capital Premlum Current Account | Flex!
Current Account

F232.90 cr

Currant Deposits
with ATS of ¥1,28,000

® Term Deposit

Short Terem | QDS | MIDS | Cumutative Deposit |
Recurring Deposit [ Tax Saver Fixed Depasly

23,496.96 cr

Term Deposits
with ATS of 23,61,000

20 | annual Report 207322

Third Party Offerings

Cur collzborations with varfous
leading distribution channels
make sure cur ctlents don't
have t go alsewhere for thalr
banking and related needs.

Life Insurance
Traditional Life Insurance }
Term Insurance

HDFC Life
insurance Co Ltd

ICICI Prudential
Lifs insursnce Co Ltd

General Insurance &

Health Insurance

Motar Insurance | Property
Ingurance | Personal Accidant
Insuranca | Waalth Inaurance
|Travel insurance

Bajaj Alllanz General
Insurance Co Lid

ATS represents Average Tickat Sire

dbut Capltel SFB Performance  Strengths

ible Approacn 5t Ty Repovts  Financlal Staiermenis

hips for simitor and variad products like current

| was malntalning muitipte banking relati
oocaunt, savings eocount and [oan occounts seporately for my business ond personal
raguirements primorily becouse | was not getting ony one banker servicing afl my nesds efficlently
rather a few ware not willlng to. But, since | entered into banking relationship with Copital £F8,
thair approach and systems are so customer friendly and raspanse tima is so quick thot ovar the
ot fve yeors, | have shifted all my banking relotionship to them. Now, f feel ot eose, os ot &
click of @ button, ! om abis to monage oil my bonking needs through Capital Small Finance Bonk

fod

Mobile App ond moreaver, it's a plegsure ta vislt their fuah branches and ever pleozing stoff. N
The quary handling and resolution Is efficient and cleer which hos mede banking o happy L\
axpariance for ma ond my fomily. //
Agya Pal Stagh, Vizhal O} Traders, Heshiarpur b
k LY
~ WS

Forex Authorised Dealer

Category Il
tnward and Qutward
Han Trade - Remittances

AD 1 Banks

MTSS
Moneygram
Western Unlon

Ria Maney

3 In 1 Demat cum

Trading Account

Motilal Opwal Financial
Sarvices Limited

ATS represants Aversge Ticker Size

Loan Portfolio

We continue to grow, tapping the potential of the long
tall in the rural underserved population, while catering
to our goal of financial Inclusion,

Agriculture
Klsan Credht Card | Agri Term Loans

31,780.74 cr

Book size

with ATS of 21.22 mn

MSME and Trading

Working Capltal Limtts | Machinery Loans |
Praject Financing

an_uwm.mw cr

with ATS of 21.83 mn

Mortgages
Housing Loans [ Loan againgt Property |
OD agalnst Property

¥1,128.45 cr

Book size
with ATSof 1.13 mn
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CAPITAL SMALL FINANCE BANK LIMITED

Retail Driven Liability Portfolio

Granular, Cost-efficient

Our strong and stable retail Uabllity franchise has some of the secter's best
parameters in terms of CASA and low cost deposit. More than 80% retail deposit,
gdives us stable source of funding, mitigates liability risk and provide higher cross
selling opportunities.

4 ™ We believe that oyr exparience of
operating as a local area bank provides
us a competitive edge with respect to cur
understanding on growing our deposit
base. We believe that our strong brand
aqulty associated with our name In our
areas of operation has algo alded the
growth of cur liabltity franchise coupled
with our marketing efforts which have
Impraved visibillty of our brand, Our
proportion of ratall deposits to total
deposits iz 97.40%., Wa balleve that retail
deposits hava significant advantages
including stability in deposit, greater
customer retention, erhanced cross-
selling opportunities in addition to
supparting tha low cost of funds

Top 20 Depositors

4,73%

of Deposit
5.20% 5.02%
Cost of Funds Cost of Daposit
Reduced by 63 bps Reduced by 66 bps
Totul Deposlts ttiner)  Cost of Deposit fin %)

o D 6.046.36 oo SR 502

Frit-2 R e ——a el 52707 Frzo-n Gamean > 5.58
Frin-20 (i a? 449862  Frioop Oy 810
Frig-t (R 266726 Y- o 5.85
Fr17ap i 285052  Fri-s Claheame? 5.85

22 ' Anrual feport 201-22

&baut CapHal SFB + gthe R

High CASA Share

We had the sacond-highest proportion of
CASA deposits at 40.07% via-a-vis other SFBs,
rasulting In the lowest cost of funds amaeng
the SFBs for FY21, The corresponding number
for FY22 Is 42.16%, We are abls to uphold

this CASA share, with a growing deposit base,
owing 1o our well-diversifisd retail franchise
muodel.

Growing Deposit Base

We believe that our hotistle sulte of banking
products, deeply relationship-besed banking
approach, entrenched branch netwark, singte
window service, customer friendly practices
and brand equity bas aided strong and retall
centric deposit profite,

Current and Savings Account Ratlo {ir %)

-2z A 4216

o 2 £0.07
OG0 () 363
e ey 38.3%
Fri7-10 3999
Growth In Deposit Base iEn &)

15.81% 20.68%

¥-o-¥ growth CAGR 2018-22

~90%

Rollover Term deposlits




CAPITAL SMALL FINANCE BANK LIMITED

Asset Quality

Granular, Diversified and
Secured Asset Portfolio

The granular and diversified loan book with more than 89% of secured portfollo
has helped us build an all weather portfolio with sustalnad margins.

5.80%+
lending, The same along with continuous

custarmer sngagemant and structured — —Jﬂm n‘mm.ﬂ m U —\mm.Q

underwriting practices has contributed 1o our {Yleld on Advances less Cost of Deposit)
growth and superior asset quality. We focus

on the middle-income group segment and aim

to be tha primary banker of aur custormers,

We have consciously focused on bullding a
well-divarsified loan portfotio with strong
focus on Income generation and secured

Diversified Portfolio

We have a well-diversifigd portfolio acrogs products (agriculturat, MSME and trading, mortgage
lending and other products) which halps us to mitigate risk and optimise our resources, This alse
halps us fulfil our prierity ssctor lending requirements. Our endeavour is to take it beyond our
regulatery obligation to serve our aim of financial inclusion,

Agriculture MSME & Trading Mortgages Cthers

Loan Book

¥1,780.74 cr ¥1,092.62cr T1,128.45c¢cr F686.89cr

Average Ticket Size {ATS)
21.22 mn £1.83 mn Z1.13 mn Z1.10 mn
Optimising Credit Deposit Ratio

Credit to Deposit Ratlo %

We have been consistently improving our
credli to deposit ratio since our conversion
Into an SFE. We have focused on contiguous
branch expansisn across Punjab, Haryana,
Celhi and Rajasthan. We bellave that ae we
expand pur geographical presance, we witl be
abie to cater to a larger customer base, Wa
wilt also continue to expand our loan book In
the new locations with an objective to improve Frivs CIERED &6
our credit to depaslt ratio. In hew geographies
wa use loan products as entry atrategy which
will further Improve credit to deposit ratlo,

24 _?5:-_. Report 201-22
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Prudently Assessing and
Mitigating Risks

Our credit a ment prox and rIsk management practices enables us
to maintain good asset quality and low delinquencies. Our strategy of secured
lending, primarily for productive purposes and conservative loan to value ratic
contributes towards lower delinquencles and credit lokses.

Qur pesitioning as the primary banker to most of our customers epables us 1o have a comprehensive
viaw of and control over their cash flows contributing towards effective credit azsessment, Cur
cradit t Inval Ltiple levels of ndependent review of information,

Lower Net NPA

Secured landing goes arm-in-arm with H . “W m O\O
impraved msset quality and lowered NPA. Net NP4

This has been true throughout the COVID-18
journey, Qur dedicated customer relationship
team, customer-centric approach and
contlnuous customer engagement, hava
gone a long way in ansuring our NNPA sTays
on course, With the buildout phase now
bahind us, we are well positioned to gontinue
strengthaning our credit quality.

99.70%

Sacured loans with
86.57% collateralised with
immovable praperties

Rohust Recoveries

*
The haalthy customer ratatlonship and w @- H@O\o

engagermaent, led to better recoveries and Collection QEG-&.JQ
created Righ-quality assats, We have besn far FY22

able to maintain high collection efficiancies
despite some headwinds during the year.

*For sandard aseats

Operating Efficlency

Our parsistent efforts to improve our operaticnal afficiency include process reviews, digital
intarface to automate repettive, timea-consuming tasks, efficient delivery channels, robust
collectlon efficiencies and, of course, a product design that caters to the end users’ needs

25
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Customer Centricity

Building client relationship with
a deep focus mindset

The emphasis Is always on staying close to the customer, understanding his/
her financial requirements, and then providing services that help build trust.
Our systems and processes are built to pursue quality growth that is customer-
centric, scalable and sustainable.

.
[
£

Build trust, keep them coming back

Wwe have gained a deep understanding of our market and
customer base over the years that enables us to meet
the financial requirements of our axisting and potential
customers, We bellava customers prefer a single scurce
for muitiple financial services, and accordingly affer a
range of eredit and non-credit preducts and services to

oE%oavan“o:n“_u Ew_,_.. is _“_._ the mS_.c:Q. Numbar of Customaers \Gount In takhg) M.naaaM” a <n”ma__n__u manﬂ_nﬂ”n &mnchaﬁm_:nu_wﬂn% n:ﬂ»qnin_.”
continuausly working to making our clients' rough our branch network. We strategically follow branc
lives easlar, Our reach has halped us PUEIIIIIIIIITIRRISISS=. network driven business acquisition strategy which helps
undarstand the day-ta-day, and averall Fra-22 6.8 us to identify tha customaer needs effectively and respand
financiat requirementy of our target market, 0.0 T N 5.8 with salutlons, We have deslgned our products in 2 manner

enabling need-based offerings. such that they are simple ta understand, which we believe

-2 52 contributes to thelr popularity amongel customers.
Yie-w 45
Pt 14 o

R

Grasp ground reality, deliver optimally

wWe have groomed a culture of ‘understand First, then serve,’
as a clear understanding of customers’ needs is Imperative
for effective delivery. Towards this end, we also encourage
{ocal hiring to enable better understanding of the tecal
practices, as well as the pulss of the masses in that locale.
Moreower, our product design is guided by principles of
simplicity, with a focus on inclusivity, especially in the

cural pockets, where the underserved client’s exposure to
financlal products Ia rather Hemited.

Primary Banker

Bultd trust, keap tham
coming back.

ERC

s

Customer-oriented
Business Model

Educate, empower, buitd loyalty

Having technology Is fruitful only when the end customar
can use it affectively and that he sees value in it, We have
been able to create angagemnent and stickiness, while
strangthening our digital capabilities, and making banking an
approachable, and ‘any-time any-where’ accessibtile service.

0 0
Customer

Relationships
Grasp ground reality,
dellvar cptimally

Leverage
Technology
Educate, empower,
build lovalty.
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CAPITAL SMALL FINAHCE BANN LIMITED

Our Team

Leading with Experience
and Discernment

Our professional and experienced senior management, supported by a dedicated

and passlonate team with extensive ground knowledge and connections, makes us a
formidable force. it allows us to maintain our growth trajectory and strategically steer
through any external challenges.

QOur Leadership Team

Cur leadership team has an extensive and deep understanding of the industry, having navigated buslnesses
and interest cycles over the decades. The divarse team is responsible for sxecuting strategy, launching
new praducts gnd services, and managing contingencies,

Mr. S.K. Dhawan
Head of Credit

Mr. Munish Jain

Chief Operating Offlcer &
Chief Financial Gfficer

Mr. Sarvijit Singh Samra
Managing Director & CEQ

Mr. Harvinder Singh
Chisf Information Officer

Mr. Aseem Mahajan
Deputy Chief Financial Officer

Mr. Sahil Viay
Chiaf Treasury Oificer

#® Number of years with Caphtal SFB

28 | koot Report 207122
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Mr, Raghav Aggarwal
Chief Risk Officer

Mr. Anuraj K. Bhardwaj
Head of Credit {Retail)

Mrs, Richa Mahajan
Chief Compliance Officer

221

, YEARS

Mr. Varlnder Shoor
Regienal Busingss Head

Mr, Kamai Tandon
Regional Buslness Haad

Mr. Parun Gupta
Chief Marketing Offlcer

@ Nomber of years with Capltal SFB

29

e e ‘s,
L S, ,
7~ ™
4
Performance-based Employee Benefits L7,
Wa are o performance-driven bonk with sharp Focus incentivising high performers os s
we believe ‘g happy teom is a winning team’. Along with the other benefits, wea have an 4
employaee stock apticn plan in ploce' to reword our employeas, including our management
and leadership team, for their performonce, Ve beligsve the ESOPs incentivise ouwr
empioyees to not enly stay with us for the long term, but olso to actively contribute to the
growth and in creating wealth for the employee.
p vy




CAFPITAL SMALL FINANCE BANX LIMITED abhout Capital SF8  Performands  Strenfthe  Raaponsible Approsch  Statutodry Reponts  Faancial Statements

360° Communication Celebrating Together

Qur People

mU_‘meHSD cheer among our workforce A culture of opan-mindednecs allows empleyees  Celebrating festhvals and other occasions during

to unhesitatingly approach thelr seniors with the year, brings us together to create 8 bond.
ideas and suggestions. We get employees from We alga celebrate personal achievements and
diffarent verticats and levelz to Interact with one  organlsatlonal milestones to demonstrate gur
anather, to foster interdisciplinary jearning and appreclation for the amployees' contributions.
collaborations. Together, thase evente show gratitude, and are
necessary 1o build individual confidence, In
adadition to helping employees value one ancther
bettar. This alsa creates 2 team atmosphere that
brings & éense of ownarshlp.

we bullgve that an organisation filled with satisflad and motivated employees yialds tha best
results. Cur human resource policies, based on our gulding principles, hetp build self-driven and
kighly motivated hurman capital. We have been certified as Great Place 1o Work for slx yearsina
row, which s a testimony to our efforts and policies.

Grisvance Redrassal

1,644

Employeas

83.34%

Ratantlon rate

21.10%

Female employees

We believe in a proactive regolution of employee
concerns. Tharefore, we seek 10 address
grievances within appropriate time frames as a
part of aur organisational responsibility, We alsc
have feedback mechanisms In place. Moreover,
we work towards learning fram past expariences  Reprasentation is key te our progress, asa

to minimise complaints in the future. sociaty. Moreavar, the vary diversity of cur
cliantels can be served better by appropriate
reprasentation in our workforce, In terms of
gender, age, ethnlchty, and community, and so
on. Diversity helps us buld an atmesphare of
trust, Internatly and externally,

Unity in Diversity

@Mﬂ Thanking our Employees

Hm ﬂ O AW\ Above and beyond rewards and celebratlons,

. o we believe our employees necd to know thalr

staff frorm worth on an ongoing bas’s. With easy access and
T open doar polley, the senior management and

..._:Qm-q_uq_:_nmmmn managers have built an atmesphere of gratitude

sections in the day-to-day working envirenment.

Contributing to
Sustainable Growth

An organisation cannot work on s
sustatnability values if the emplayess are
not sensttised encugh Our aim to expand,
whie baing envirenmentally friendly, starts
with cur employeas. Wa train them to be our
ambassadors of sustainable growth,

Our Ocmn:nm Principles 2529 welcoming with Warmth

Qur induction programme ansures a censitive
and affectionate welcamw 1o our new
employees, This aligns with our open and
trustwaorthy culture that strives to make fresh
hires a part of ‘us”.

Celebrating Togethar Career Development,
Planning and Self-learning

Our engagement with the cormmunities we We bel.ave in ampower|ng our employess

serve begins with hiring from amongst local
candidates. It creates opporiunitles for the
society we work in. This of course, builds trust
and relationship [n the community.

Balancing Work and Life

Work-from-home, proximity te otfices fram
homes, are our contributions ta our amployess’
waork-life balance. Moreaver, we diecourage
working after hours and also have employee-
friandly leave rutes. We betieve that regular
breaks from work rejuvenate the woerkforce, and

through prolessionat development, mentaring
and training programmes, Numerous in-
house and off-shore trafning programmes and
workshops allow for employee growth, both
professionally and personally.

Objective Assessment

OQur appraigal system is geared towards aligning
individual performance with arganisational
goals. We believe we can achleve strategle
objectives only If we match an employee's
abilities, competencles and merit, with Job
requirements, while using training as a bridge.

I would iike to shore my experignce as on internol customer of the Bonk, I started my coreer os
a marketing executive and over my Journey with the Bank, | have risen (o the Heod of Operotions
of the Bonk, hoving been posted ot different locations with voriad roles over the years. | folned
the Sonk oz a fresher ond have first~-hond experinnce of hondholding, coaching and mentoring at
vorious levels. Tha Monagement Is eosily approathable and they understand ground reclities, The

we support claiming downtime. We inftiated L ek, .
HR pructices ond palicles ore weil deslgned to provide a clear and pr g carear p ~
MM‘_%.H%_.MWMMHM”WMWM“MMMHWM%“M”ME»3 MWM&M_.._ amployee growth translates into aur path, daveloping o parformance-driven culture atony with well o wark-[ife bl W take |-
challenges that may affect smplayeas” wellbsing pride and sotisfoctian of genuing odvice and sarving the varied clfentele. k.
ar work performance. Mr, Bigampal Singk, Head of Operations”™ s
f oY LA /
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CARITAL SMALL FINANCE BANK LIMITED

Our Strategy

Driven by a Four-Pronged
Approach Discernment

Cur strategy to continue to create significant value for cur stakeholders relies on
four foundation stones: quality-based loan portfolio, strong liability franchise,
robust use of technology and data, and boosting operational metrics. Going
forward, we will work on strengthening these four levers to keep the growth
momeantum on a northward trajectory.

Leverage
technology and
data analytics

©)

Grow loan portfollo
with focus on assat
quallty

&

Strengthen our
liabflity franchlse

Growth Strategy

Boosting
operational and
profitabitlity
metrics

32 _ Aptual Report 2021-22
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Grow Loan Portfolio with Focus on Asset Quality
The potentlal ta organically grow our loan portfolio without compromising on asset quality is manifold:

= Demographic dividend: Indla is expected to ses ~ The Northern region's deposit pengtration ar 219,
a dramatie growth in the riddle-¢lass, from 5 lewer than tha Southarn and Western regions.

t6 10% of the population in 2005 to 90% in 2039,
By 2035, ore In four middle-class consumers
ara expacted to ragide in Indla. The Bank has
idantified the middle- incoma group having
humongaus growth potential as Its target niche
and is well positloned to cater to the diverss

The low penetration of banking and formal
channals of credit provides huge opportunity to
Capital Small Finance Bank to gerve the purpose
of financial Incluslon as well as grow sustainakla
and profitable businaag as it is positioning itself
In rich agricultural, retall trader and MSME belt of

needs of the middie-income graup. North indla.

« Increazed market share of SFBs: With licenaing
of Small Finance barks to cater to the rural and 0O
semi-urban pepulations and further with the Mb..mo }
on tap ticensing guidelines, the share of private FY22 Y-o-Y growth In the
sector banks apacially the smatl Rnance banks Loan boak
is going to increase in both deposit mebilisation
and asset creation, at the cost of downward
trand in PSB’s market shara, With vintage of 0
aver two decades, Capital Small Finance Bank w ﬂoo m \mu
Is positioned to exponentially grow in terms of FY22 Y=-p-¥ growth in the
tusiness and expand marging s well. disbursement of Loans

Way Forward

Our strategy to scals-up cur operations is aimed

at devitloping & deesply entrenchad gecgraphical
pressnce which will put us in a positien to services
a larger market For credit and effecthvely drow our
advances. We have bean able to successfully grow
cur loan book over the years which remains a key
growth driver for us. We are well pacltioned to take
advantage of the tallwinds and Intand to contlnue
to grow our portfolla with focus on secured fending
which we believe will provide us a competitive
edge aver our competitors. We also plan to enter
into businass partnarships in the states where

wa do not have strong prezence gurrantly to gain
an understanding of the new markets we intend

to penetrate. We also intend to cpen targeted
branches in urban/ matro areas in order to grow our
butiness.

Asset-first strategy for newer areas

Business partnerships in states with
low presence

Phygitisation and data analytics to
enhance business in new and existing
areas and abate Risks

33




¥t

o

At e

CAPITAL SMALL FIRANCE BANK LIMITED

Strengthen our Liability Franchise

Our continuad focus on a granular, retall-

f d d it base, is backed by a range of
L ol '

reasons,
+ Lower cost

* Retall depositors are more likely to collover
multiple tmes and {or longer periods

« Helps maintain high levels of CASA

+ Accords econornies of scalg since thay are
inexpensive scurces of funds

97.37%

Proportion of retail deposlts

42.16%

CASA ratio

5.20%

Cost of Funds

Way Forward

Gut road ahead is aimed at malntalning our
CASA and retafl depasit ratlos. This involves
targeting new and exlsting custarmers

by cross-setling our deposit products to
customers, who do not have & deposit
account, in addition to offering additional
benefits to exlsting CASA accaunt holders
through high levels of customer service across
channsls,

Alee, wa will use our current know!edge o
penetrate existing geographles and expand
Into new ones, Moreover, we will target the
new government and Institutionsl Ganking
grougs to becorne a banker for government
departrnents, agencies, other banks, trusts
and NBFCs.

Cross-sefl products

Penetrate and expand
geographically

Relationship-bhased customer
service

Target government
departments and agencies
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Beosting Operational and
Profitability Metrics

We have come a long way since our canverslon
into an SFB, addlng branches and expanding

to new geographies. Our performance metrics,
aperatlonat and profit-retated, have heen
reaching new milestones with each passing year.

36.42%

Operating profit 5-year CAGR

34.68% (with 53.42%

increase In FY22 from FY21)

Increase In PAT over the
last S-yedr CAGR

10.83%

Reductien in cost-to-income
ratio over last 5 years

84.47%

% of branches reached break-even

25.05%

Increase In interest incomea ovar
last 5-year CAGR

Way Forward

Wa target to further Emprove thess through the
key Focus areas Inctuding (i) improved credit to
dapatit ratio, (i) optimising cest (i) Improving
share of fee Income and leverage cress selling
apportunities,

Increase credit-to-deposlt ratlo
Optimise costs

Boost fee income

about Cepreal SFB  Pesk ¥ P

Leverage u.,mn::o—om& and Data
Analytics

The hatimark of gur tachnology solutlona les
In our multiple cl is that f ty hava
baan making way for a ssamiass experience
across the board: website, internet banking

and mobila application, Such digitisation has
benefltted us through:

More efficlent processes
= Higher productivity
* Reduced costs

« Effectiva collections, owlng to data-driven
warly warning systems

+ Finar cross-selling apportunities

m.wﬂ mn in FY22 from

2.87 mn inFy21

Digital transactions growing by 108%

71%

Share in Non-cash Transactions
up from S4% in FYZ1

Way Forward

W intend to Invest in augmenting aur
technolugy infrastructure ta provide smoath
custorner experience and ensure that our
operatians are nimble and efficlant to service
our customers in an economical mannsr. We
also intend to leverage data anglytics for
targeting specific customer prafiles and develop
customized and tailor-made products to swit
the diverse requirements of our customers
and improve customner satlsfection. Our digitat
strategy will be to Increase cashless banking,
deepen automation and anhance customer
connect through digitoal channels.,

Techonology solution

New and alternate delivery channels
Smoothen experience .
tove towards cashless aw:rm:n

Data analytics

Targeted outreach
Customised products
Risk asgessment and monitoring

I A L |

4 4 4 4 8 4 0 & A

R

LI )

LI I




CAPITAL SMALL FINANCE BANK LIMITED About Capeta 5FB Performance  Strengtna  Reaponslbls Approsch ¥ Raports  Fy gia{ 5t ']

Environmental, Social and Governance

Becoming Sustainable Environment
and Equitable

P

In an attempt to keep our cperations as green D .
as possible, each employee understands the m e m s E e ey ey

rdxibing a culture of sustainability In evary its needs, having & healthy and safe working mechanisms they can employ te reduce thelr own p S

departrnent of the Institution is of utmost envir t pacting h rights, and contribution to the affort, from greating wagte to

importance In being a responsible corporate complying with regulatory requirements. dizspaeing it responsibly,

citfzen. AL Capital SFB, we aim Lo stay abreast

with the world's environmental and sociat needs At the same time, we underszand that even » Firetly, try not to create waste st all

25 lald out in the UN Sustainable Devalopment  for the most progreaslve and well-meaning - Towards that end, amongst other efforts, we

Goals (SDGs), The emphasis is on developling institutions, it may not always be possible to encourage digital communication with all our

procesess that can be effectively implemented  adhere to all the ESG principles. In such cases, staksholders, including customers

through the value chain, with particular whlie acknowledging the need for ESG principies

attention to the SDG 8 inltiative {Decent Work and their meticulous Imptamentation, we * We gegregate and dispose e-waste through

and Economic Growth), This effort translstss prioritise, based on tha materfality of the case in vendors, registered with the Poltution

to embedding ESG values across the langth and  Guestion, gwen ita contexs, Control Board /

breadth of business operations, This includes .

strategising, investments and credit declsfons, Buficting on our ESG managemant :.:o:.n: ol

risk 2nalysts, employee management, and n:.- first year of the pandemic, we continued s

stakehalder reporting. among othaca, with the appropriate implementation through /

the Delta and Omicron waves., In gvery sense, N 4

Thia endeavour makes us zppreciate the ESG has becoma integral to our organisational mon_ m—.

imptications of the SDGs framework, since sirategy-

they atign with coma of gur core valuas -helng

respactful of the planet’s environment and Serving tha Under-servad: We ses ourselves as stimutants in the economy to make financiat

products accessitle to one and afl. Making affordable financial services avallable in rural and semi-
urban regfons has been a chaliznge, but we have been abie to mitigate to the best of our capacity,
N . . And our efforts towards thatend will continue, At tha end of FY22, we had 120 branches in rural
inte grating ESG Values into Business and semi-urban areas, These make for 74.53% of our total branches, of which, 27.33% are located
in Unbanked Rural Centres [URC). Gur focus on agriculture and MSME makes financlal Inclusion an
As & socialiy responsiblo ¢orporate citizen, %ﬁm“” uhMoohM.E operations, contrlbuting to the economic growth and agricyltural productivity
we emphastas our core valuss as relaved
to professi | ethics, comp ion and
trust, consclentlous corparate governance,
and comptlanca-orlented culture while
cuitivating and sustalning relationships with alt
stakeholders.

Custamar Service: Qur dedicated customer aervice teams constantly pay attentlon to Improving
efficiencles In processes. Morediver, their hand-holding efforts to create awarenegss, anboard and
smeothan tachnaological interfaces, augmeni custamer expedience. This empowers customers in
rural regions by making not onty financial sarvices availabls, but alse by bringing technology and
finanmal knowledge to the customners' fingertips,

v
PR

We attempt to make eredit approachable by
making it inexpansive. Qur focus on incal and

mnc:mc_m. employment allows us to build social Number Amaount (€ in cr)
capltal within the eommunity we serve.
We are able to contribute 1o the country's need
for financial inctusivity and work Towards our New Loans In URC and Rural Branches 5,397 465.25
fundamental objective of augmenting sacial
and ecancmic development. Our technological N New Loans in Agricultural Sector 6,081 577.45
capabilities go a lang way In hetping us work >
towards this goal : “

. N New Loans in SME Sector 2,496 317.20
We are alse vigilant abeut our carbon footprint, . N
and have vowed to malntaln high levels of ethics,
integrity and governance. New Deposits In URC and Rural 26.178 500.74

¥ .

Branches

We would like to share gome aof our endeavaurs
towards cur ESG gozls and relevant outcomes:
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Environmental, Social and Governance

Taking Care of our Employees

Compasslonate Pecple-centric Policias:

Apart from consldering the aperational and
profitabllicy metrics, we alse examine the
economic and soclal welfare of our employees
to map performance, Not only de we deploy
time, energy and othar resources In agcelarating
career growth of our employeas, but wa also
seek their holistic developmant. These afforts
include oppovtunities ta learn on thelr jab,

andt upskitling avenues that help their career
trajectory, Compuetitive compensation and
other bengfits, such as bealth insurance and
retirement benefits lead to our amployees”
waetlbeing. Gur ESOP pool allows our smployses
to ganerate wealth for themselvey as the
orgarlsation grows. We alsc seek to b
transparent and keep communication channels
open across the arganisation 1o fostar a
conducive work efvironment.

Employmant Ganeration and Quallfisd Human
Capital: Qur employment efforts are geared
wowards ghing local skild and talent a chance, We
arg also hiring qualified candidates and grooming
them for the skills needed on the job.

Community Developmaent

Local Community: Gur Corporata Soclal
Respanslbility (CSR) activities Include
encouraging education, promoting tports and
improving health care, During the year, tw help
QU & ities bat the pandamic, wa
organised vaccination drives and distributed
sanitisers, masks and gioves while undertaking
AWarangss campaigns angd supporting the
government’s Incculation drive. Wa are managing
education centres for underprivileged childran,

Charitable Actlvittes: We also allocated funds

to address socio-economis gags thraugh CSR
relatad activities and soclal Initiatives, We
believe in making a meaningful impact within the
eommunity. Towards this and, we have deployed
financial aid Lo various projects with the aim

of contributing to education, nural sports and
heatth care.
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Equal Working Opportunities: We believe in the
econemic empowerment of women, which beads
to our gonwvictlon of equal pay for equal wark.
We Tnvest In our women workforce to upshill
and provide cpportunities that augrment their
careers. We make congfatent afforts tobe a
great place to work for female recruits. This also
contributes to understanding and serving cur
female clients' lives better and bringing financial
advancament to thair lives.

Human Capltal As on March 31, 2022

Male Employess 1,297
Female Employees 347
Graduates and Below 42 .88%

Post Graduates and
Professionals

57.12%

20.77 o

CSR Activities

21.38¢cr

Employaa Insurance

-] h R Financial
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Governance

Our stringant governance standards are almed
at developing and Implementing poticies and
processes that are in the best interests of our
emplayeas, clients, and the community. The
objective is to promote a culture of owning
responslbilicy and maintaining ethicat condust.
Our wide range of policies and procedures seek
ta create a safe and dignified work environment
for wach amployee. While they are strict, these
policles are dynamic and vigilant of current
needs. We keap an eye an necessary changes
and update the standards regularty.

We belisve In creating an intrinsic sense of
responsibltity and ethical conduct, along with
having a transparent epvironment. Gur corporate
govarnance framework includes several polictes
and procedures such as Cade of Condust and
Ethlcs, Anti-Brihery and Anti=-Corruption Policy,
FOSH Folley, Staff Accountability Policy, Whistle
Blowar Potlcy, Employee Saparation Policy, wnd
Ant] Money Laundering Pollay, among others,

CQur firm inteenal control meachaniam ensures
that our financial information [5 accurate and
that wa adhere to statutory compliances and
governance protocols. An internal auditor
scrutinises and keeps check on these control
machanTame. Discrepancles are attended to with
immaediata effact. These machanigms are also
reviewed regularly, keeping the ever-changing
business genditions in mind,

We are in continuous touch with regulators and
engure compliance without bewng prompted, Cur
organisational cutture, pulded by our experienced
Inaderchip, views governance as a necessity
rather than a mere obligaticn.

COVID Support to Customers

Cradit and Gthar Assistance: We are aware of
our role in the economy and eoclety as the tast-
rnile reach to our customers’ financial needs, ~
Our gsocial responskility is woven into the very
nature of ourbusiness, and we see ourselves
as critical players in tha recovery from the
pandemic, hoth soclially and financially,

Parsonal loans and deposltors, MSMEs, and
government departments aAesad our continued
support to deal with the efter-affects of
the pandernic's Impagts. This fal
support takes the form of credit or other
social assistance required (o re-gstatlish the
debititating impact of the last two years.

Digltisation: Technology continued to play a
eriticat role in our Business Continuity Plan
during the pandamlic, We could maintain

unimternapted mm:__wnom and customaer
connection, dwing to our digital platforems.

COVID Suppart to Emploaysss: We continued to
support our hisrman rasources with health and
wellness benefits.

= WFH tacility to employeae

- Carried branch banking operations with timited
staff presance and on g rotational basis

= Deliversed COVID protectien essentiat
commodities lThe sanitisers, masks, glover atc.
to the staff regularly

« Arranged timely COVID test camps
+ Extendad special beave facility to staff members

+ Circulated pracautlonary guidelines to staff on
a regular basia

+  DFice working hours/days stands regulated
= ¥accinatlen camps arganised for the staff

- pPartnared with Silvar Cak which provides
employee wellbelng and assistance programmaes
to companies

In Conclusion

Qur priority to contribute towards the wellbeing
of the planet and Its pecple ensures that we
embed ESG goals Inta our business operations.
We know that financial inclusivity is the
panacea to many a problem we face as a global
community, Making credit and financial services
affurdable and accessible to the unbanked

and under-banked corners of the country, and
creating employment in rural and semi-urban
areas, will help us achieve cus ambition. Our
canfidence in aur integrity and athical compass
will be the guiding force backing cur husiness
perfor 4. AR an tiganination, we will
continug 1o be a part of the social and economic
developmant of the communitics we serve, and
thae planet we the on.
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Management Discussion and Analysis

INDIAN ECONOMY

The global sconomy is bouncing back to normaley and india is leading the pack with fast-tracked growth
trajectory. Thia la despite the stugglshness Induced by the Delta-variant In tha first hatf of the year, and the
fast-gpreading Omicron wave in the last quarter. Owing to the decentralised nature of Cowld combat actlon
plan, and relatively relaxed lockdown messures, the overall economilc activity did not sutfer as much as It
did in tha FY21 lockdowns, reflecting the resilience of the econonvy.

The econamic contraction of 7.2% In Fr2l, followed by a growth rate of 8%, allgns with the Y-o-¥ parcentage
change in Gross Value Added {GVvA). Sector wise aconomic impacts of the inftfal lockdown in FY21 are reflected
in the negative GVA growth in the manufacturing and construction eectors, whereas the agricultural and

finance sectors kept afloat. FY22, In the face of the two waves and global uncertalnty, Is on the racovery

path across sectors.

Advance Estimates of GVA at basic prices {at 2021-2012 prices)

Agricul and Allled Acthvi

Manufacturing

Congtruetion

Finance, Infrance, Real Estate and Business Servicas
GVA at Bask Prices _ T

Partentage CRanES aver Pravious Yaar

nén 2021-22

23 23

0.8 10.5

. 73 107
2.2 4.3

— Se T 7 Tas

The rural ecenomy has thrived through thess
unprecedenied last two years. Good monsoons
and increased spending under varlous health and
agricultural gchemes, such az MMREGA and other
irrigatian programmes, diract benefit transfer (DBT),
the PM-Kisan echame, PM Ujwala Yojana for cocking
gas, PM Awas Yolana for housing, and Ayushran
Bharat schema for healtheare, Canstantimprovement
in rural infrastructure, such as electricity and roads,
and fewer leakagas In direct transfers, leading to
higher incornes in the hands of the rural populace,
have enh d thefr capacity and willing to
d on non fal products and services,

ECONCMIC OUTLOOK

FY23 GDP growth |8 expected te remain strong
and more broad-based at 8%. Considering that the
Indian economy recorded the worst ever contraction
In documented higtory In the first quarter of Fy21,
these projections refigct a sense of optimizm, The
uition budgat also anccurapes capital expanditure to
fuel medivm-term growth.,

On the supply sida, from agricultural ta industrial

sectors, the economy ls recovering. The sectors that
ware negatively impacted during the FY21 lockdowns,
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are now raturning gradeally towards normaley.
The demand side pressure, too, is finding a steady
release. These macra-aconomic factars, along with
8 healthy and balanced GDP growth expactatlon,
point to overall economis revival.

in addition, vaccine penetration and & close-to-
zero trend of daily new Covid cases despite a third
glabal variant, shifts focus from health management
to sconomic mattars, Even as it s likely that more
varlants will reach the country from around the
world, the business-as-usual attitude will negate any
potential drastic impact of such variants. In addition,
over 70% of india’s aimosgt 140 crore population has
been vaccinated, and Is on 1te way to booster doses,
The shift from ‘Uves aver [ellhood' to 'lives and
livellhood' signals economic growth.

BANKING SECTOR

In Ung with a well-regulated banking system, the
Reserve Bank of India (R81) contnues to fallow and
expectglobal goldstandards for corporate governance
and risk management practicas. From moratoriums
on Instalments, to liquidity measures, the central
bank Initiated prudent banking measures to help
citizens grapple with thalr new economic cenditians,

About Capital SFB Performance  Strengths  Responsible Approach y Reports jal Statemeniy

While subdued capital expenditure having lad to & drop in demand for financing from large industrivg, the
retall, agriculture and service segrmants’ credit requiraments continue to risa raplidty.

FeradifGrowth
Fabruary 2027 Mnlrnznlnk 2031

Agriculture and Allied Activities 10,4 8.6
Services (Total) _ . _ i " 56 Y
Sarvices (NEFC) 7 148 "3
tnduntry (Total) 1= &6
Induetry(ede) T4 08
Industry (Micro and ematly _ - .wme 11
Inchustry (Largs) 0.5« -0.8
Pessonal Loans 12.3 8.8

with support frem the RBL, the banking sector ia ready to provide the Impeatus required by the economy to
get back on [ts feet. indeed, the well-capitalised Banking sector is back 10 the growth phase, owing te n
range of factors., the NPA has been laower than sxpected, Further, the expansion in the Net Intersst Margin
and a riging interast rate environmant favours the sactor, consldering aseats are rapricad at a quicker pace
than tabilities, In additlon, the REI has taken steps to harmanise regulatory arbltrage, giving equal footing
to other banks and NBFCs.

BANKING SECTOR OUTLODK

The rlsing middle-income group signals significant opportunity in the banking sector, MSME credit gap
tetwean total dermand and formalised supply alone, iz estimated at € 79 tellllen (FY21), and Covid-19 has
further widened the credit pap. This, along with the deep penetration of mobite phones, and easy-to-use
onling payment systems, are avenues, up for taking.

while rural households are willing to spend and have the capacity to do so, toa, tha banking infrastructire in
these reglons Is relatively inferior. This gap betwean the supply and demand of financial services is waiting
to be brldged by the banking sector.

(00
. Q ,

Opportunities for the Sector:

¥ Middle=ircame Group: A significant sectlon of the middle i pepulatien avalls high—cost
credit because they borrow from Informal sources. This remalns an untapped avenue, which,
when catered to, specially SFB's designed to penetrate deep and augment on technology front
will bids wall far the hanking sector.

« Digitlsatlon: The success of UPI and rase-of-use fintech solutions, have created the ground work
that the banking sector can use to reach, onboard, and service their customers efficiently and
enhance thalr customer base,,

% Asset Quallty: Accessing an untapped market doesn't mean that it will be at the cost of asset
quality. The sectar's focus will stay on rigk assessment and maintalning the quatity of assets.

< Product Mix; Slnce martgage, MSME and agriceltural loans, have immense potantial for growth,
a balanced mix, and a diversified portfolio are possible, reducing risk.
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Management Discussion and Analysis

SMALL FINANCE BANKS {SFBS)

SFBs, an Inltlative by RB1 in 2013, ars now seeing
fruitien In reaching out to the diverse needs of Low-
and-medium Ingome groups. Since their launch,
SF8¢ have not only reached the unbanked corners
of the country, but have also increased financial
awarenggs. While the public and private secter banks
had this reach, it wasn't deep, SFBs stronghold
will increase their share against the public and
private sector banks. Additionally, the iocallsed
context gives SFBs, the unique abllity to serve
regional stakeholdars, while malntaining operationat
efficlancy mara effectively.

Small Fi ks Outloal

The eptimistlc macroeconomics and tha structural
changes through the establlshment of SFos, give
rural buginesses a chance of entaring the banikdng
and financial gervices sector. This will drive the long-
term growth of the overall sconomy. in addition, the
falling PSB share, and riglng SFB and private banks
share mentioned above, are indicative of a growth
trend and potentlal,

While the rarket share of 5FBs and their share in
deposits and credit has doubled in the three years
fatween March 2018 and March 2021, it is still much
towarthan the informal geetor, Since they are in direct
touch with thair customers at ths ground level, they
can offer targeted services to existing custemers.
Thers |8 & massive potential for increasing their
customer bage. This Is only & tiny glimpse into the
magnltude of the potential

Ingdla's cradit-to-GOP ratfo |s among the lowest
when compared o varigus economies, and the retail
cradit-to-GDP is even lower. While a very high ratio
might not necessarily be healthy, Indla's SFBs have
a lot of room to explora, espectatly considering that
rurat Indla accounts for 47% of the GOP, hut only
about 8% of total credit and 11% of total deposits.

2020
Craditetor Retail credit-
GLOP Ratia 10-GDF fAatin
Incla T 22
Brazil 81 37
China 222 _ 62
Germany ...lI 132 EEN
South Africa 74 _38,
United Kingdom 170 %0
United States 184 5

Note: Data la reprasented for calandar years for all countrias
mxcapt India. For India, the numbars are for the Ascal year
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what iz true for SFBs, generally holds valld for
Capital SFR, too. The combination of an already
large undersarved rural base, and a rural economy
that fared relatively better compared to Its urban
counterpart [n the last two years, Is a fertlls
ground. Capltal SFB's robust fundamentals accerd
it a position to sow and reap benefits. Its strong
and stable business model has led to superior
performance. Continued strong CASA, which helps
the bank keep Its cost of funds low, granular
advances to a diversified customer base, healthy
cradit t, and r ¥ handsm,
contribute 1o lts sxemplary asset quality.

Furtheemaore, & modarate-to-low NPA ratlo has
bggn a core featurs that it has besn able to stick
to, since incaptlon, reflecting appropriate credlt rlak
management. The Bank has the lowest write-offs
amongst 5FBs and privata sector banks. Custormnisad
products, driven by technology., hzve ealmplified
aperations from onboarding to zervicing, mnaking
tor a loyal und satisfied customer bage, In additien,
the bank has maintained and improved on these
paramaters through Covid-13, wave after wave,

when the credit-to-GDP ratio is drilled down further,
pnly the western and southern reglans of Indiy have
credit panateation above 50%. The northern region,
which Is the area that Capital SFB serves, has a
substantlal opportunity for business and retail
customers. Within the northern region, Punjab,
where Capltal SF8 predominantly operates, has
48% penetratlon, which means thara Iz a greater
untouched client base to explore, in additien, the
sreas that Capital SFB wishes to expand In, have
a plathora of apportunities. Punjab and Haryana
also have high agricultural yields, making a case
tor the northarn regions’ potential for growth in the
financlal sector.

Capltal SFB’s unlque position as a new-ags SFB,
with over 20 years of experience In the sector, has
earnad goodwill through relatlonship-based banking,
high-quallty leadership, committed and trustworthy
hurnan capital, and a full range of product offering
through bath physical and digital means.

BUSINESS REVIEW

Advances

Capltal SFB thrived through one of the roughest years
that any financhal institutfon could possibly envision.
Not only was it able to maintaln Its disbursements,
but it alks saw significant growth In cverall Assets
Under Manageament. The bank hatde an abmost 100%
gecured loan book, while continuing to focus on a
granular retall asset portfollo. The advances sectlon

Absut Copisl SFE Perd Y Rewp

aof the business continues to have agricultural, MSME,
trading and mortgage lending as Its main plilars.

Tha Benk's conscious effort to balance granular
loans with security, continued through FY21. Its
disburaements increased frorn ¥ 1344.22 crores for
FY21 to ® 1842 crores for £Y22. As an March 31,
2022, nat only was 39.70% of [ts loan book secured,
BB.67% of the loans were secured with Immovable
propertiag, Ite diversified loan portfalis mitigates
axpogurs ag it comprises agricultural, MSME and
trading, retall, and mortgage loans.

AUM Split _

17.98
230

I Agricuitzre B MSME and Traging
B wortgages WM Othera
Unit - ®in croces ¢ In crofen Eag-"

FyYx2 ¥ Y-o0-¥ n«os__.m:
Agricultura 1,780.74 1,423.21 215.12%
MSME and 1,092.82 §73.04 12.29%
Trading o
MOrtgagss 1,126.45 00.85 35.90%
Grhars 648689 £57.09 73.30%

Note: Others includes loana to NBFCs for On-lending
and loanz for consumption purposes. client to
conflrm information on other products description

AGRICULTURE

Traditionally, to align with pillare of adwances, a
large part of the bank's loans has been disbursed
an agrlculture or related loans. Thete loans fall into
three categories, Kigan Cradlt Card {KCC), agri-term
leans, and commisston agent financing. 1T focuges
on mid-sized agriculturalists with an average
landholding of five acres or more. The bank’s crop
loang have limited price rlsk, owing to the minicnum
guarantead prica, and better cash Flows for farmers
In ease of highar production, The agricultural loans
contributed to 37.98% of the bank's loan book as

Approach Y Rep

on March 31, 2022, with a gross advances glze of
¥ 178074 croves and average ticket size of ¥ 0.12
crores as on March 31,2022,

FY22 Hightights

37.98%

Share in Loan Book

31,780.74 crores
Z0.12 crores

ATS at Portfollo

594,70 crores

Disbursaments

30.09 crores

ATS at Disbursements

2.45%
NP

A

99.85%

Securad Portfolio

Agri-Flnance ()

e

048

 wipan Cendic Card M Tern Loan
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Management Discussion and Analysls

MSME AND TRADING

The bank provides both, short-term and long-term
financing reguirements for cllents. The loan products
under thls category are targeted toward small and
medium enterprisez, amall traders and the service
segmant. Though the bank primarily offers working
capital financing, they alto provide other products
like machinery icans and project financing.

FY22 Highlights

23.30%

Share in Loan Book

¥1,092.62 crores

Z0.18 crores

ATS at Portfolio

T363.78 crores

Disbursemaents

Z0.14 crores

ATS at Disbursements

4.93%

A

99.98%

Secured Portfolio
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MSME-Finance )

45.41

M wanutacturing W Services
W Teadng

MORTGAGES

Meetng the loan requirements of middle-income
individuals contliues to be the bank's focus,
especially for small ticket agsets. This allgns
with our goal of malntaining a granular loan bouk.
Since FY15, our loans with ticket gize of less than
€ 25 takhs, have increased from $4.20% of aur
total loan book to 62.88% In F¥22. In additlon,
the bank alzo provides loans for the purchase,
construction, expankion, and r tion of house
proparty. These loans fuel the overalt demand side
of the econoiry. Anothar offering in this category
is loans apgainst propertias, far flnancing viable
aconomlc activitles or to meeat tha personal nesds of
the property holder,

Abairt Capital SFR Perf, it

FY22 Highlighte

24.07%

Share in Loan Book

$1,128.45 crores

Z0.11 crores

ATS at Portfolic

¥542.18 crores

Disbursements

20.11 crores

ATS at Disbursements

0.69%

NPA

100.00%

Secured Portfollo

Martgage- Finance

138 249

W Housing Loan W Loan against Property
W 0D aguinst Propsty M Others

L

OTHERS

Even a3 the bapk caters to middle Income population
in both, rural and semi-urban regiens, we continue
to serve the underserved above and beyond our call
of duty, a5 dictated by the regulatary Prigrity Sector
t anding (PSL) targets. We crossed the REI targets
yet agaln, with P5L advances of ¥ J228.86 crores,
clocking an Increase of 26.28% as on March 3],
20272, as against as ¥ 2587.76 crores as on March 31,
2021. Average achlevemant of Advances to weaker
sections, including wmall and marginal farmers and
scheduled castes, stands at ¥ 345.58 crores as on
March 31, 2022, which |s 105 basis pelnts higher than
the regulatory benchmark of 10% (including PSLC).
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RAI target* Caphral SFR*
1|ﬁ._r Farpt 5% qw.mw*«
Weakar Bub-sections 10% ﬂ,.u.,om.xr
% of Adjusted N&t 313221
Bank Cradit
LIABILITIES

The bank's low-cost deposits come from a diverse
customar base through retall deposits and CASA,
substantially making for It funding requirements.
Another source of Funding is borrowings, including tier
2 bongs. The savings bank dep currani deposits
and term deposits, stood at # 2316.50 crores, #
23290 crores, and ¥ 3498968 crores, respectivety,
as on March 31, 2022, The bank also serves NRI
custorners and offers NRE gnd NRO accounts,

The bank's deposits have grown by 15.81% from £
522107 crores as of March 31, 2021, to € 8046.36
crores a5 of March 31, 2022. On the same date, it
had 97.37% of retail deposite as a percentage of total
deposits. It entire deposit base was spread over
EB1731 depotit accounts, increasing by 10.068% since
March 31, 2021, The averaga ticket size of deposits
has also Increasad from ¥84,000 to ¥88,000 over
the year, Further, roll over ratio for term deposits
has remalned arcund 9% on average basls during
the year, conflrming that the bank has. a loyat
depositar base,
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Liabillty Profile % Share)
T.B1 1.4
.08
B Oapusits W Borrowing
R Other Liabliities
Type of Deposits
7 i crores
FYY2 Fr
CASA 254040 2.092.63
Term Deposits . 3:496.96_ 112845
Retuil Term Dapnal 3,337.82 100285
Bulk Dapanit - 166.04 12548
Daposits £,048,36 E,221.07
Panel
FY22 Highlights- Deposits
0
97.37%
Share of Retail Deposit
Customar Distribution %)

1421

B cASA A
Cl Iritaind with us as of

B Term Ceposl
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March 31, 2022
Pop-Group Wise Deposht ~

W wmatropolitan M urban ¥ Semi Urban
B Rurat Unbankad Rural

THIRD-PARTY AND OTHER PRODUCTS

Aiming to be the primary banker for its customers, the
bank cffers third-party products for financlal needs
outside its core businass. This includes Insurance,
locker mervices, and foreign exchange sarvices,
such as rembhtances. The bank also cross-sells
its ingurance productz to borrowars, safaguarding
thair famliiss in case of an unforeseen event. Tha
bank's strong collaborations with a range of laading
insurance companizs, and AD-1 bankers and other
forelgn axchange sarvice providers, atlow It to offer a
halistic service portfolio to its cllents.,

The bank is a corporate agent for ICIC1 Prudential Life
Insurance Company Limited and HOFC Life tneurance
Company Limited for life insurance products, and
Bafaj Alllanz General Insurance Campany Limited for
general Insyrance and heatth Insuranca products. The
progucts on offer include traditlomal Uife insurance,
tarm insurance, motor insurance, property Ingurance,
pereonal accfdant insurance, health Insurancae, and
travel ingurance.

Tha bank 13 an RB! authorised dealer with a category
li licansa and provides inward and autward non-trade
remittance facifities. it provides money remittance
services in partnership with Western Unian Financial
Services Inc., Money Gram In¢., and Rla Money
Transfer. The bank also has safe daposit lockers for
CUSLOMAra ta store their vatuables for & fes.

The bank's non-interest Incoma accounted for
17.61% of the bank’s Met total Income for Fy22 at
® 54.1B ¢rores, which is an Increass of 1B,14% over
last yaar,

About Capita 5F8  Pert Lths  Responsible Appraach y Rap

FY22 HIGHLIGHTS
Lits Insurance

£ Crde
Naw Policles - - NOPs Aoyt Frofit
Fraz 7,808 3091 728
rFraf 5,200 2226 5.39
General Insurance

b oroces
Mww Pollcin . NOPs Amougts " “brptic
12 29,527 17.99 2.56
L T p— o161 1541 2.20
Forslgn Exchangde

¥ in croce
profy A mem - P uoneyemndap®  MonalMraneter”
Fy32 2 Q.36
Fa . o 2.08 G4
FINANCIAL HIGHLIGHTS
Profit and Loss Summary

Eln croras
T T Tevmar el changey-oy %

Income _ . ¥
Interest Eamed G78.32 51144 13.06
Intereat Expended __ _msa 312.83 323
Nt Intarest Incame »mw.uwm 198.61 28.53
Other Income o _ Salg 4583 2 1832
Nat Total income 30948 24444 28650
Expensss e aan o
Operating Expenses - 18625 17288
Employee Cost Joess 00,43 17.84
Othas Oparating Expenies o L X S - B X .
Operating Profit before Provislons ind Cantingancis T, T148 58,38
Provigions (other than tax) and Contingencles 28.72, 1776 61.80
Peofit Befors Tax BAAT_ R 67.35
Tax Expenses “ 21,92 12.88 s0.27
Profit After Tax - B 62.67% 40.78 5347
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Aszset and Lisbility Compasition

& In Crornes
F¥ 71-22 FY 20-21  Change yro-y %
Liat{thry o o _
Capital 34.0dr 33.01 0.39
‘Reserves and Surplus " 481.74 416.88 15.86
Dapos] 15,0466 527007 16.81
Borrowings - ata.43 66.72 (i0.18)
Qthar LTabllites and Provisions B 93,35 8288 12.84
Total Liabilities 7,463,93F 6,371.24 12.20
Assets
Cach and Dalances with Raserve Bank of indiy 363,00 Ti72 (48,57
Balanges With Banke and Money at Calt and Shart Notice _ 8508 568,70 15,14
fvestmants 1.357.08 121225 1tas
Advances 4,634.80 3,726,080 24,38
Flaed Assuts - 8363 T Y (a.41)
Othat Asseta 50,42 TEEA2 1.8
Total Assets 7,153.97 837124 12328
Keay Ratioa
in %
o Fraiar o Fyanadl
Kat Interest Margin 178 3.40
Gross NPAS 2507 2.08
Net KPAQ 136x 1.33
Return an Assets 093 Q.50
Return on Equity - 1295 851
Return an AUM - _ 3 136 123
Costof Deposits A 02, 5.68
CRAR 1a.83 19.20
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Abaut Capital SFB  Parformance sm_:.._..nu:n Ri Appromch y Rep Financlal SLatementa
SCOT Analysls
@ Strengths L 3 Chalenges

# Strong and growing retail Uabillty franchise
with a high share of CASA (#2.16%),

F

Secured and diversified advancas portfolio
laterally, across types of advances, and
vartically, across the client basge,

o

Robust credit essessment proceanss and risk
management practices that lead ts continued
superfor asset gquality.

* Custamaer-centric  approach and desp
undarstandlng of target  cuktorners
with a whole range of offerings as one-
window servicas,

o

Conalstent track recaord of growth with
constantly  improving  operational  and
profitabillty metrics leading to unshaken
stakeholder trust,

»

Strong sorporate governance.

Pl

Professfonal and experlenced leadership
tezm with expertise.

» Reputed whareholdara,

L Oppartunities

~ Potsntlai to reach deeper into the pockats
of current geographies.

<

Geographlcal expansion apportunities in
moraundarservad regions make a powerful
cace for 3 univarsal banking license.

* Huge profit potentlal by expanding
product profile, customer base and
distribution channels.

#

Tepplng the far reach of moblle
penetration, digitlzation and the growing
ubiquity of systeams, such as UPl and other
customised sclutlans,

R

Grooming more bueiness partners to
inctude more products offered with the
aim of improving efficianch

basge, and custarmar experlgnce,

« Scaling wp in new geographies and
distributien ¢hannels

= Malntainlng high assat quality at fast paced
growth rmomentum

x Employee retention in order to cultivate
future leaders.

L Threats

# Incrensing cyber security threat with ever-
Erowing internat web.,

« Existing players and new competitors, and
targeting the same markets and services,
laading t¢ lowered prices, and increased
costs, such as markating,

* Unexpectad astterations in  governmant
and regulatory guidelines may negatlvely
impact margins.
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INFORMATION TECHNOLOGY

Efficiencles brought about by digitisation, mobile
penetration, and ease of use are being experienced
by the entire financial secter. On the asset side,
technology has been effectivelyirsed to get customers
on board and assess credit. On the liability side,
digitisation linwers operational cests by automating
repetitive, time-consuming processes. Various other
essential functions, such as customer experence,

line tax pay 1ts , and h resources, process
management, and govemnance, are supparted by tha
bank"s technology, too.

The bank encourages the use of digital banking
channels, particularly educating individvats In
unbanked and underbanked segments. to advancs
on Its goal of financiat inctusion its digital facilitfes
Include mobile banking, corporate bankling, bill
payments, and debit cards. The core banking system
Iz fram a Chennai-basad service provider, which
provides 2 mobila banking applcations—Capital
Bank Mobile+ and Capital Bank Maobile Cannect, Thig
offers clients multiple ways to access thelr accounts
and transact, depending on their convenience,

Capltal SFB has leveraged technology to increase the
number of transactions and reduce the time needed
to conduct them, Qur digital transition is growlng
stranger by the day, with digital transactions going
from 287 lakbs in F¥21 to 8271 lakhs In FY32.
Moreover, the share of diglital transactlons In non-
cash transactions increased fram 54.48% to 71.18%
In the same period. This is the result of a consistent
effort to hand-hold rurat cllents durlng thelr digital
journey, while building trust.

The bank continues to nvest in Its technology
platforms because it Is a ctear win-win for beth,
the bank and [ts customers, Having said thart, the
bank believes in a "phygital’ approach to distributlon,
This balantes a strong prasence of branches with
customisad, easy, dipital banking selutions.

Safe and seamless solutions will lead to a quallty
customer experience. The bank contlnuously works
toward keeping its customer data and transactlons
secure. Alongside, it ensures seamiess integration
acress all channsie—branch banking, website,
internet banking, and mobfle applications. This
ensures consistency and anytime-anywhare banklng
to its clients.
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These steps towards efficlent technology usage
will also allow us to usa data analytles for targated
customer outreach, and customised product
offerings to sult divarss client requirements.

TREASURY OPERATIONS

The Bank's treasury department ensures efficlent
management of liquidity,funding, and irvestments,
and acts as lalson Between the head office and
branches, and whila earning highes risk-adjusted
retums., The depertment, thus, is the bridge between
the head offlce and the branches for settlement

, fund ur fors, and various other
;—nn!u acthvitien. Safery, llquidity, and superior
risk-adjusted returns are the treasury operation's
fundamental principles.

The department s therefore accountable for
Agset Liabillty Management (ALM), to comply with
statutory requirements as per RBI' guidelines. It is
alsc responsible for minimising the cost of borrowing
and managing Interest rate risks. ._.Zu requires
campetent fund n g 1, pl g, managing
day-to-day liquidity, and _u_._._aw:» and cornpliant
portfolis management across long-term  and
short-term investrents. Over and above external
repulatery requirernents, the treasury operations
also comply with internal policy framewarks.

The bank maintalned high liguldity and a healthy
portfolia, by epreading investments across short-
term  government  instruments,  long-maturity
govarnment securities and other government backed
Instrurnents and avenues. This combination took
advantage of interest rate changes. The treasury
imvestment portfolle earns lucratlve risk-adjusted
returns and maintains a rational spread over the cost
of deposite, contributing positively to the bank’s
bettorn Une,

RISK MANAGEMENT

As & banking institution, the bank understands its
fiduclary responaibility toward managing public
money. Keaping public money safe is cur topmost
priority. ln our day-to-day operations, the bank is
expoged to numerous risks, such as credit risks,
Uquidity riske, Interest rate risks, market risks,
techrnology  risks, and macro-econamic  risks.
Internal policies have been designed to build
systems and processas that continuously keep an
eye on thege riske, and take necessary actions as
and when needed.

About Cagetal SFE Parformance B Resp

The bank’s fundamental model sets up processes
that follow an integrated approach to managing
risks. The process covers the various stages of Its
busingsz from identifying, assessing, meaquring,
managing. contralling, and reporting risk concerns
across all risk classes.

The Board, as a partofits responsibility toward overatl
governance and core rlsk management, has delegated
autharity to the Risk Management Committee of
the Board. Thls committes oversees and reviews
the processes and practices lnvotved, Including the
Impl ation of procedures and tools for rigk
monitoring. The Risk Managsmant Cormmittes makas
policy, strategy, and rlek r 1t fr %
recommendations te the Board. The Board, In turn,
reviews and approves the recommendaticns,

Through this process, tha bank ensures tha
independence of the risk managernent function,
_u:—ﬂ._m: functional departments device and

itable policies and pr relevant
to them in consultatlon with the Risk Maragerment
Department. Buslness units ara respcnaible for
compliance with various polleles and procedures
stipulated by the corporate office.

Further, the Credit Ristt Manag t ¢ ttan
executes and ensures the kmplementation of credit
risk management, It ensures implemantation of

el ds changes therato, in lne

p and r
with any changes In the regutatory Instructions,
busingss o economlc condittons. [t also monitors
loan portfalio quallty, identifies problem ereag,
and [Instructa busineas unite wfth directions
for rectifications.

In addltlen, Intarmal flnanclal controls  are
Implemented to ensure adherence to pollcies,
safeguarding asaets, pravention and detection of
frauds and errors, sccurasy and completeness
of accountlng records, and timely preparation of
reliable financial information, The entlre setup ls
geared towards monltoring the changing dynamics
in the industry and evalving the risk appatite, risk
assessment and risk mitigatlon strategy.

bie Appr ¥ Aeparty  Financia Statemencs

COMPLIANCE

Everything the bank does is bound by rules
and princlples, sither external or Internal. The
Tmptications of such compllance requlrements
vary with the area of application. Like any financtat
institutlon, compliance is assessed under faur key
areas=—REl Complinnce, Corporate Compliance,
KYC and AML Compllance, and Information
Tachnelogy Coempliance.

The Bank adhares to the hest practices and market
standards for accountsbility, transparency and
tusiness ethics, to achieve excellent standards
of corporate governance. In accaordance, the bank
hag an objective, and robust and alert compliance
functions, covering every aspect of the business
from the statutsry guidelines, and best business
practices’ points of view,

The compliance functicn alsc ensures striet
chearvance of all statutory provislons contained in
varlous legislations, such as the Banking Regulation
Act, Companies Act, Ressrve Bank of india Act,

Fareign Exchanpgs M t Act, Preventicn
of Money Laundering >nn etc., as well as other
I | ¥y guideli I d such as IBA, FEDAI,

ﬂ_:z_g ete. Thit is over and above the bank's pwn
Internal policies and fair practices code.

This function understands the need for compliance
from top to bottom, and works on the fundamental
principles of Integrity, impartiality, accountability,
discretion, and respect.

HUMAN RESQURCES

The Bank believes that happy employees lead
to satlsfied customers. i, therefore, continues
to invest in ite employees, and seeks to provide a
conducive work erwvironmant. The early months of
F¥22 imposed unpr dented challenges, owing to
the Dalta wave of Covid-19. The human rescurcas
functlon at Capital 5FB adapted to whatever was
posed by the ever-changing uncertainty of the
pandemic, The function continued to prove its agility,
ereativity, and flexibility through and through.
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Please refer to page 30 of the Annual Report for a
detailed discussion on Capltal 5FB's HR policies.
Az a brief glimpsa, the bank sirives to offer work-
life balance for cur amployees, be it the day-ta-day
working hours or the numbar of annual leaves. The
work towards career development and planning
begins with trying to hirg locally. Our assessment
processas are objective and transparent.

RESFONSE TO COVID-19

In FY21, The RE} had issuad guldelines to halp mitigate
the impact of the pandamlic. Undar thece guidelines,
all toans wern aligible For a moratorium, and theo an
extensicn on the moratorfum. Capltal 578 was Keen
en playing its role in halping with the shvation. In
the first opt-out moratorfum, Capital SFE was able
to fully or partially recover 75.862% of accounts,
representing 83.04% of the loan book. In the second
moratorivm, 48.80% of the loan book was opted
in, and the bank saw a full er partlal recovery fram
64.85% of the customers, reprasenting 69.60% of the
{san book. To mitigate the impact of the moratoriums,
the bank focussed on more granularity, In terms of
both, credit growth drlvers and daposit proflles,

On the employee side, the bank continued with jts
Buslness Continuity Plan that was established in
FY21, The primary concern remained to maintain
the health and well-being of Itg employees, and the
mitigation of any possible dlsruption, while serving
its customears.

CORPORATE SOCIAL RESPONSIBILITY (CSR)

Capital SFE's sustained growth over two decades has
allowed it to particlpate in the aconomlc and soclal
development of the reglon, In which It eperates.
The bank believes in progressing along with che
communities it serves, and thus focuses on holistlc
community developmant. Capital 5FB, therefars,
thinke of CSR beyond a mers ragulatery requirament.
It passionately works towards benefitting the
unprivileged, dewntrodden, and low-Income sectlons
of society,

Instead of treating the CSR functlon as a separate
entity, the bank works diligently towards integrating
all Its mctivities with soclal and environmentsal
rgsponsibilities. This is done by encouraging
each buslness unit/ function to Include these

ideratlons in fts op ions., The bank's CSR
Committee ks responsible for adminiatering and
executing the CSR peolicy. It identifes focus areas
and recommends them for implementation, and
reviews these activities at regular intervals.
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The bank also runs @ trust, Capital Foundation,
through which, it undertakes its C5R activities. Thia
foundation aspirse to address socio-economic gaps.,
and canduct sochal Initfativas that have a meaningful
impact on the community.

The bank spent ® 0.77 croras on the CSR fnitiatives in
FYZ22, it has also adopted a CSR policy in compllance
with the Companles Act, 2013, and the Companis
{Corparate Soclal Respensibility) Rules, 2014, as
notified by the central government.

KEY AREAS OF OPERATIONS

COVID-19 inftiatives

To suepport and safe lvas, the Bank offered every
posgible help to che authorithes, Including undertaking

the distribution of sanitlsars, gioves, masks & other
protective gear and conducting vaccination drives.

Educatinn

Tha Bank provides educatisnal sponsorships to
students belonging te egonomically, socially, and
physically challengad categories. It also aims to
improve the quality of education by supporting
infrastructure, such as ibrarles, supportive classes,
computers, and scfance laboratories. The overatl
drive is to create 8 conducive learning environment
and promote enthustasen in learning,

The Bank also runs programmes that bridge skill
gaps, especlally in the banking industry, and also
groom candidates to make them Job-ready,

Rural sports devalopmant

Capital 5F8 wishet to revive local sports. Towards
this end, it mobllises rescurces to rural commuonities,
s0 that they can nurture and develop ipcal talents
in sports. The bank also wrganises and sponsors
tournarments for soclal categories In need,

The Journey ahead

The year under review was yet ancther year of
challenges, and Capital SFE reclllantly smerged
successful, This was without compromising an the
goals of achleving the best for [tz stakeholders,
while balancing financial discretion with watchful
fortitude. It is this ever-vigilant attitude that has led
the bank from strength to strength

The Bank’s heaming top and bottom Unes are
testaments to fts inherant strength. Not only can
It withstand the many challenges that tha external
environment throws Its way, but It wlso schieves Its
financial, secial, and snvironmaental goats.

AboOut Capilaa SFB  Pert gL .

Capital SFB now expects a shift of attitude towards
the coronavirus from both, the governmant and the
cltizens. Accepting it as the new ngrmal, the bank Is
equipped to handle the uncertainties, battled with
the help of its adaptation plans, and lessons it has
learned over the last two years, The Bank expects
sconomic activity ta bounce back with the central
tank, continuing 1o support liquidity and stability in
the markets. The government Is also Lkaly to provide
rollef, especially to the priority sectars, altowing
the bank and the customer base It serves, to grow
onward and upward,

The Bank will continue to be alart towards the ever-

changing aconomic landscepe, and bulld on Its agility
to change course, while keeping the core values

CAUTIONARY STATEMENT

intact. The resillence and commitmant shown by the
bank and ita teamns showcass [ts capacity to survive
and overpower any obstacles that come along its
path for growth.

The Bank's Journey ahead will look at building on
its brand value, to spread [ts operations towards
adjacent geographles. The Bank Is confident that
it will continue to grow with ferveur and sincerity.
it will malntain its superior asset quality, while it
continues s goal of fAnanclal Inctuslon across the
country. The Bank firmly betleves that it will continue
to delivar high-guaiity performance based on trust
and prowth, the benafits of which will accrue to
society at large,

Staternants made in this MO&A describing the bank's chiectives, projections, estimates, genaral markst
trends, axpectations, etc., may constltute ‘forward locking statements’ within the ambit of applicable
laws and regulations. Actual results could diffar materfally from those suggested by the ‘forward looking
statemants’ as those statements involve a number of risks, uncertaintfes and other factors, These risks
and uncartainties Include, but are not limited to, the bank's ability te successfully implement itk strategles,
future levels of non-performing advances, growth and sxpansion, the adequacy of its atlowance for credit
laeews, Its provisloning policies, technalogical changes, ragulatory changes, investment incoms, cash flow
prolacticna, Its exposure to market risks, uncertalnties arlalng out of COVID-19 pandamic or ather risks,
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CAPITAL SMALL FINANGCE BANK LIMITED

Directors’ Report

DEAR SHAREHOLDERS,

The Directors of the Capital Small Finance Bank
Limited ("Bank®™ or “*Company”) have great pleasure
in presenting the 23" Annual Report on the business
and operations of the Bask along with the audited
accaunts far the year ended March 31, 2022,

Despite the disruption created by the pandemic, the
Country wadad through the troubled times owing to
combined efforts from eil stekeholders. The world
s now rearing to back to normal and forge beyond.

Owing to a robust Business Continulty Plan, the
Bank has sustained Its holistic growth by pursulng
its tradition of trust and parformancas, At the Bank,
the relationship-centric approach continues to be
the centre of operations snd the very basls of its
brand loyalty. The Bank contnuas to bulld upon a
robust retail franchises business made!, which has
“sustained and growth-orlented performance with
stable and sound fundamentals” st its heart,

PERFORMANCE

with the pandemic relatad disruptions recading,
thanks to massive vaceination deives, ‘to live with
it' attltude and macro and micro lave! adjustments,
economic growth is reviving world over. Indla has
coma out as the leading economlc power and is
considered as the "next global manufacturer” and
‘start-up hub’. The banking tor ls polsed to
contribute to this resurgence as well as become a
direct beneficlary of e« o growth.

Hawing said that, the macrosconomic headwinds
of peo-political tensions, scaring inflatlon, spike
In erude oil, supply chain bottlenecks and global
Interest rate hike cycle coutd put zome preasure on
growth f Net Interest Margin (NIM} In the near term
but unlikely to alter the improving balance shest
trajectory of banks.

The well capitalized banks with retall centric
approach having well diversified portfollos with high
anget quality & stable and low cost deposit base
shall witress sustainable and profitsble growth.

Capltal Smalt Finance Bank Limited has coma up with
staliar all round performance deplcting conststent
track record of growth with constantly Improving
cperational and profitability metrics. The Bank s
marching ahead on ts strong retail Uablticy franchise
with a high share of CASA and low cost stable
deposit base and secured, granular and diversified
advanceas portfollo with high asset quality built over
twe dacades of relationship based banking modsl
end customer centric appeoach.
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The Bank prdmarily focuses on the middle-income
custorner segment, we Helieve that gur full sulte of
praducts and services on the asset and liability side
providtas us an opportunity to serve mare customsars
spread across rural and semi-urban areas.

Since our convarslon Inte a Small Finance Bank
("SFB"), we have Invested In expanding our branch
netwark which has In turn enabled us to grow cur
lean Bock. We have opaned 113 branches since
our converglon fnto an S5F8. The Bank is pursulng
contiguous axpansion plan of penetrating Into
existing geographles and expanding Into new
geographias including Haryana, Rajasthan, NCR and
Hirmachal Pradesh to serve the target customer
sepments. We also intend to open targeted branchas
in urban/ metro areas In order to grow our business
in thase areas.

On liabilitles front, we are focusing an deepening
our exlsting relationships to continue maintaining
high levels of CASA. Our CASA Ratic for the past
threa financial years ending March 31, 2022,
March 31, 2021, and March 31, 2020 stood &t
42.16%, 40.07% and 36.31% respectively, Qur cost of
tunds stood at 5.20% and 5.63% for the Fiscal ended
March 31, 2022 and Fiscal ended March 31, 2021
respactively. Further, our proportion of retait
deposits at 97.37% a3 at March 31, 2022, We plan o
continue to Increase our CASA and retall deposits in
order to optimise our cost of funds.

Onassets front, we have a high proportion of secured
lending of 39% of our lean book. Thae satlent feature
of strong asset quallty as deplcted by low GNPA of
2.50% & NNPA of 1.36% as an March 31, 2022, Is the
resutt of robust cradit agsessment processes and risk
management practices adopted by the Bank based
on strong understanding of the target customer base
as well as previous exparience of severa! business
cycles over the past two dagades of banking,

Our advances as of March 31, 2022 for agriculturs,
MEME & trading and mortgages segments were
¥ 1.780.74 crores, T 109.62 croras, ¥ 1,128.45 srores
respectively, and as of March 31,2021 were £1,423.21
crares, ¥ 973.04 crores, ¥ BOS.85 crores respectively,
with an average ticket size of ¥ 1.22 mitllon, T 1.83
million and T 1.13 mitlion as on March 31, 2022,

We algp plan to enter into business partnerships
in the states where we do not have deep branch
network currently to galn an understanding of the
new markets we intand to panetrate. We beliove
that such partnerships will help us in mitgating
the assoclated risks and will enable us to diverslfy
our products and services as well as enhance our
geographlcal presence,

Abgut Capital SFB  Performance T ..

il Siatenients

Our profitability and operational matrics have been
on the rise az deplcted from thelr upward trend,
Our operating profit befere provigions has grown at
a CAGR of -49% from #3428 crore In Fiscal 2019 to
2113.21 crore in Fiscal 2022, Our profit before taxes
during the year ended March 31, 2019 was T 25.92
crore which has grown o T 84,49 crore as on March
31, 2022. Our profit aftar taxes during the year ended
March 31, 2019 was ¥ 25,38 crore which has grown
to ¥ 62.57 crore ag on March 31, 2022. The credit
for stupendous parformance bullt on trust over the
years is guided by professional and experlenced
leadership team backed by reputed shareholders
with strong corporate governancs.

Going forward, the focus is on gtrengthening cur
cperationat and profitability metrics threcugh: 1)
optimizing asset liabillty mix in favour of asset
creatlon and increasing credit ta dapoalt retle, (2
focus on optimising costs and Improving efficiencles,
and (3} focus on improving share of fes Income and
leverage cross-selling opportunities.

Wa ara focusing an optimizing costs, our opex raths as
& parcentage of average assets which has improved
to 2.90% FY22 over 3.33% in FY20, cost income
ratio will continue to show improving trajectory and
expected to be around ~60% in FY24. The sama was
G3% in FY22 and 71% in FY21.

The below table shows improving profitabilley
raties as a result of margin expansion and
Improved efficlencies:

FY20, il FY22
Return an Assets 0.52% 0.70% C.B3%
RoAUM 0.89% 1.23% 1,58%
Return on Equlty 7.73% 3.51% 12.85%

The Bank believes future of banking is digital. We are
moving towards digital on boarding of our customers,
that will help widen our customer base, [ncreased
productlvity, reduced costs and better crosa-selling
opportunities, We are alse contlhwously exploring
new delivery ch ls to enh our Cust
ocutreach. We believe that tapping cross-salllng
potential will favourably increase our fee Income.
Belng the primary banker to the local communitias,
ghves us vislibility of the customer cash flows providing
us an opportunity to increase cross-selling. The way
forward on digitization is Simplified Apps, Tmproved
product design and focus on the customer experience
along with increased Innovation in savings, toans,
third party products and wealth managemant.

Leverage our brand to build our presanca In the
tanking secter and enhance customer trugt and

pprouch ¥ Reports

recognition by relationship-baged banking, custormer
engagement practices and halistic product offerings
Is the hallmark for sustalnable znd accelerated
growth For us,

DIVIDEND

The Board assessed the parfermance of the Bank
during the year under review In Ught of the on-going
pandemic. The Board recegnised the nead to strike
a balance between being prudent and conserving
capitalin the Bank, whitst alao meating sxpectations
of the shareholders. Tha Board after assesging the
capital buffers, cperations and Lliquidity levels of the
Bank, recommended paymant of dividend for the
financial year endad March 31, 2022 of 21 per equity
share of face valus of 210 each.

CAPITAL ADEQUACY RATIO (CAR)

The basic appraach of capital adequacy framewoark
Is that the Bank ghould have sufficlent capital to
provide a stable resaurce to abkeorb any losses
arising from the risks in its business as well as to
provide growth cagital. The Bank has deslgned wet|
calibrated capital adequicy plan taking Into account
both systematic rlsk i.e. being faced In the banking
industry as well as idlogyncratic rlsk Le, tha Bank
specific risk. At the zama Yma the Bank has tried
to provide ample cushion for the growth capital
so that the Bank is able to manage ite growth at
exponential pace while managing various rleks, The
Bank has chalked out plans for maintalning sufficiant
buffer capital to provida for any kind of stress as
well as to provide ample growth capltal to keap the
growth trajectory on the accelerated lane, The Bank
has put in place varlous avenues and Instruments
far capltal raising from time to time in the aext
couple of years depending upon Its growth capital
naads, rlsk assessment and rlsk profiling as well as
keeping buffer capital for unexpected event risks of
tha future,

Tha Bank has a CAR of 18.83% as on March 31,
2022 as compared to 19.80% as on March 31, 2021
Tha Barnk has chatked out plans for the naxt three
years to maintaln healthy CaAR through ralsing
adequate mix of debt and squlty instrumants eo
that adeguate capital is maintained at all the times
te support exponential axpansion plang. AW In all,
the Bank, in compliance with the provislons of the
guidelines Issued by the Reserve Bank of Indla [*REI",
has maintained the capital adequacy ratic at the
deslred level and has plannad to malntaln the same
camfortably in future also.,
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CAPITAL AND DEBT STRUCTURE

The Bank had authorised Capital of B50.00 crores and Iscued, Subccribed and pald up Capital of ¥34.04
crores as on March 31, 2022, The Bank during the current year has ssued and sllotted 1,33,410 aquity shares
to the employees detalling 16,421 Emplayee Stock Options on May 7, 2011, 75,865 Employee Stock Qption
on June 29, 2021 and 41,124 Employee Stock Option on Gecermnber 14, 2021 of £10/- each at a premium of
0B/~ (i.e. at the total issua price of ¥98/-) per share. The details of the same as requiced undar Rule 12 (8)
of the Companies (Share Capltal and Dabentures} Rules, 2014 is as under:

Scheme "CSFB ESOP Plan 3018 CSF2 ESDP Pian for MATS
Date of Sharsholder's spproval August 14, 2018 Juty 13,2020
Total Number of options wporoved | 854720 1.00.000
Exurclae prica gar aptlon . rm 10
Total Ma. of optiona gutatanding at the beginning  4,65,50% Nt
nm the ysar _ . _
Total options granted dusing the year 3.26,760 15,251
Total options Vested during the year 1,63,502 HiL
Tatal options exercissd and shares alioted during  1,33,410 Nil
the vaar .
Gptions forfeitad/apsed BE,412 Nil
Total options In force as on March 31, 2022 5,72,437 19,251
Variation in terma of Optons NI Hil
.gg axavche of ovmo..ﬁ T 1,30,74.180 Nil
| Datalls of Stock Cptlons granted 1o Directors & KMP KMP

KMPs during the year Mr_ Amit Sharma 3,750 M. Munlsh Jaln 18,251

Mr. Santogh Kumar Dhawan 2,000
Mr, Raghav Aggarwal 4,500
_ Ms. Richa Mahajan 4600

Il Any gther employes who receives a grant of NIl Hi

aptens fnany one year of options amounting

to flve percent or more of tatal options granted

durtng that ywar _ _ o . .
1} 1dentifles employsas who ware granted il Nil

optiens, durlng any ane year, equal to or
axceeding one percant of the issued capital
{exciucing outstanding, warrants and
cornarslons) of the Bank at the time of grant

isclosure refarding Emploveas Stock Option and Employss Stock Purchase schama

Capital Smatl Finance Bank Limited — Emplayess Stock Option Plan 2018 ("CSFB ESOP Plan 2018%) was
approved by the sharehclders of the Bank In the Annual Ganeral Meeting held on August 18, 2018, for

granting equity options ta its employees.

1. The detalls of the Plan as under;

Schame Duts of Grant Vesting
CSFP ESOP April 30, 2015 Graded vesting
Plan 2018 April 30, 2020: 25%

April 30, 2021: 30%
April 30, 2022 ; 45%

Ewarer Puriod Eiarcise Price par  Mulhod of
Dagign Saltlgmant

Twebve months o5l Equity

from the date af

vesting

The optlons have been granted basls fair value
calculatad as per Discounted Cash Flow Methods

Furthar, during the current year, the Bank has issued
and allotted 3,135 Unsecursd Redagmable Mon-
Convertible Lower Tier It Basel-ll Compiant Bonds
2021-22 In the nature of debentures (Serles — XIX)
on June 28, 2021 of ¥1,00,000 each aggregating
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to £31.35 crores on private placement bagls with
coupon rate of 9.25% p.a. quarterly payout {(simple
Interest) and redemption dats of Juna 2%, 2031.

Tha above capital ralsed pute the Bank In a
comfortable position to withstand eny challenges
caused by the cutbreak of COVID-19 pandemic as wall
g9 has ample ammunition to propel Its expanaicn,

ial Statements

4bout Capitst SFB  Part Ethe  Reap

Advance to Priority Sector, Waakar Becth

tending s ane of the primary chjectlves of any Bank.
The Bank offers a variety of producta to serve the
credit requirements of the clisnts across various
sectors viz. Agriculture, MSME, Trading, Mortgage
Loans, Consumptien Loans atc.

Lending to Weaker Sectlons is ancther focus area
of the Bank. Since Inceptian, the Bank has always
endeavoured to surpass tha minimum defined
targets for Lending to Prlority Sector including
Weaker Sections. Priority sector advances of the
Bank Increased toc ¥2,468.62 crores {(Net amount
after sate of PSLC of t657.50 crorwe and Purchase
of PSLC of ¥235 croves) as on MWarch 31, 2022
{quarterly average) as zgalnst ¥2,035.51 craores as on
March 31, 2021, registering a growth of 21.33%. The
Priority Secter Lendlng achfevement of the Bank is
78.85% calcutated as % ta Adjusted Net Bank Credit
of previous year snded March 31, 2021 and is well
above the 75% banchmark st by tha RBL

The advances t¢ Weaker Sectlon Including Small
and Marginal Farmers, Scheduled Castes, stc. stood
at 34598 crores as on March 31, 2022 with an
achievement of 11.05% of Adjusted Net Dank Credit
of previous year Le, March 31, 2021 as against the
regulatory banchmark of 11%.

KISAN CREDIT CARD Schame offered by the Bank is
one of the Magship products which ls Instrumental
in axtanding nesd bassd credit to the agriculturists.
The scherme covers the short term as well as long
term credit raquiramaents of tha farmers.

The total credit to Agrlculture and Allied Sector has
increased to €1,780.74 crores ag on March 31, 2022
as agalnst ¥1,423.21 crores as on March 31, 2021
showing a growth of 25.12%.

The Bank is aggressivaly funding the MSME and
Trading sector, which forms the backbone of the
econory. Capltal Small Finance Bank Limited
provides not only working capital facilities to this
sepmaent, but also funds the long terms requirements
of the clients IncluwdIng Fixed Asset financing, project
financing. ste.

The 10 this sep stood at 31.082.62
crores as On March 31, 2022 as against 2973.04
croves as on March 31, 2021 registering a growth of
12.29%.

Furtharmaore, the Bank lays strass on tending in small
tickets to ensure that credit requirements of the
lower and middla Incoms groups are effactively mat
out, As on March 31, 2022, advances up 10 €28 Lakhs
account for 66.49% of totat loan book of the Bank.

Approach ¥ Rap: Fl

The Bank has always besn active in contributing
towards the sccial objectives. Lending to Priority
Sectar is one of the means. Tha strategies of the Bank
are focused on achisving the comrmercial targets
withaut compremising on the growth of this sector.

In order to ensure B more extenslve coverage of these
segments, the Bank keaps on devising new strategies
and trles to extend it sutreach 1o the rural and
unbanked areas as well. Measures ilke imparting
training to officers an rural landing, customer centric
approach, 7 days banking and single window concegt
enable the custormers to aveil fullast benefit of the
Bank's services.

STATUTORY DISCLOSURES

1. Complisnces an par the Raserve Bank of Indla
and the Gevernmant of India
We've made statutory compliancés with
respect to all the applicable rutes/ regulations/
guldelines/ natifications lssued by the Reserve
Bank of india ang the Government of India.

2. [Information as per Rule 5 (2) of tha Campanles
(Appaint and R ation of garlal
Peraonnal) Rulas, 2014
(I} The information with regard to employees

who are in receipt of remuneration in excess
of 102,00 Lakhs per annum or 8,50 Lakhs
per maath far a part of the year is anclosed
5 Annaxure - A,

{i} Mo smployss in the Bank was In racelpt of
the remuneration in excess of that drawn by
the Managing Director and hotds by himself

or along with his sp and dependent
children 2% or more equlty shares of
the Bank.

2. Information pursuant ta Sectlon 197(12) af tha
Compantes Act, 2023 read with Rute 6{1) of tha
Companies (Appolntment and Remuneration of
Managarial Personnel) Rules, 2014
The Information under Sectlon 187{12) of the
Companies Act, 2013 read with Rule 5{1) of the
Companies (Appointment and Remuneration of
Managerial Fersonnel} Rules, 2014 in respect of
Directors and employees of the Bank Is provided
as Annaxure - B to this report.

. for of laimed dividend to Invast
Educatlon and protection fund
Pursuant ta the relevant pravistons of Sectfon
125 of the Companies Act, 2013 and the
relevant rules made thereunder, the amount of
unpaid dividends that are lying unclatmed for a
purlod of 7 years from the date of Its transfer
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to the unpaid dividend account, is liable to be &,  Annual Return Pursuant to sub-section 3{a)

transferred to investor Education and Protection
Fund (IEPF).

Accordingly, Dividends for and up to the financial
year ended March 31, 2014 have already been
transferred to the |IEPF. Further, please note that
the Unclaimed Dividend in respect of the financial
year ended March 31, 2015 must be clalmed by
the concerned Sharehalders on or before Qctober
26, 2022 failing which it will he transferred to
{EFF In accordance with the Rules. The data for
tha same is available on the website of the Bank
at www.capitalbank.co.in,

The details of Unclaimed Dividends as on
March 31, 2022 and the last date for claiming
the same, prior to its transfer to the IEFF, are
as under:

Last dare
grac ondeg O ot it claiming
Marh 31,7015 September 10,3015 October 76, 2022
:.armulmlaoil Septaenber 23,7016 Octoer 30, 2003
barch 34, 2017 My 72,2007 Aupust2A, 2024
March 31, 2018 AuguTt 18,2018 September 24, 2025
March 31, 2018 27, 3019 b 03, 2026
March 31,2020 - || - -
March 31,3001 AupUIt 0, 071 Scptember 26, 2078

of Sactlon 134 and sub tion (3) of Sectlon
52 of the Companies han. n_H_.u read with
Rule 12 of tha Comp {Manag t and
Adminlatration) Rulas, 2014

The Annual Return of the Bank in prescribed
Form MGT - 7 ls avalilable an the webslte of the
Bank at www.capitalbank.ca.in.

Requl t for mal of cost racords

The cost records as specified by the Central
Governmant under Section 148(1) af the
Companlex Act, 2013, are not required to be

maintained by the Bank.

Disclosure under Sactlon 134 (3)(m) of the
Companles Act, 2013 read with Ruls 2{3) of the
Companiss (Actounts) Rules, 2014

Energy Conaervation:

The Company being Banking Company, the
energy consumed by the bank durlng this parod
is only in the form of electriclty and diesal
used in generators, The Company has silocated
specific cost budpets for the same in Head
Office and all its branches to reduce electric
waste and the same Is monktored on perlodical
basis. Othar meagures like use of LEDs, powgr
saver air conditioning equipment’s ste. are belng
installed for conserving the snergy. Thers ls
no nn_u_nu— Iavestment on anergy conservation
t other than speclffed.

Tronsfar of Underlylng Equity shares In raspect
of tha unclaimed Dividend to IEPF

Pursuant to the relevant provisions of Section
124 and Sectlon 125 of the Companies Act,
2013 read with the IEPF (Accounting, Audit,
Transfer and Refund) Rules, 2016, as amended
from time to trne, the unctaimed Dividend and
the underlylng Equity Shares of the Bank for
the Financlal Year 2013-14 {In case where z.n
Dividend for subkequent 7 cor Ive i 1
years have not baan claimad by the concerned
Sharsholdar), were Uable 1o ke transferred by
the Bank to IEPF Authority and the same has
bean trangferred, pursuant to the notlfication
issued by the Minlstry of Corporate Affalrs (MCA)
Datad Cctabar 16, 2017,

Explunation or t

Tachnology Absorption:

We at Capital Smalt Flnance Bank Limited
believe that the banks with the ability to adopt
and [Integrate [nformation technology will
dominate in the highly competitive domestic
market. Accerdingly, the Bank contlhues to
leverage information technaology as & strategic
tool in business operations For customer
detight by offering efficient and Improved
services with low cost and using it as a tool to
improve staff productivity, increasing offlciency
and more efficient & effective control over
banking operations.

We are convinced that investing In IT l& critical
and also understand that {ts potential and

p on qualifl A
resarvationa or adverse remarks or disclaimers
made by the auditors and the practicing
company secretary In thalr reports
Thers wars no quallficatisns, reservatlors or
advarce remarks mads by the Statutery Auditors
and by Secratarlal Audltors In thelr Audlt reports.

_ Annusl Fuport 2021-22

cor es on the banking Is enarmous. That
is .._...E_. the Bank since its inception I8 aquipped
with a full-fledged Information Tachnology
Despartment with four vertlcals of expertise;
Software, System & Support, Network and
Helpdesk with required manpower to strengthen
develog, maintain and support IT infrastructure,

B
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Core Banking:

The Bark iz using Core Banking System from
Intellect Design Arena Ltd. {erstwhile Polasls
Financial Technology Ltd)) Chennal which
enables the Bank clientele to avall any branch
banking and anytime banking through diffarent
delivery channels.

Foreign exchange earmings and outgo:

There was no foreign exchange earnings inflow
or outflow during the year under review.

Disclosures under Secton 13400 of z..o
Companlss Act, 2013
There are no material ch and

Tha Bank follows an Integrated approach for
mansging risks and the processes which are
embedded in the fundamental business model.
The Risk Mazpagemant Landscape in the Bank
coveis the stages of Identifying, assessing,
measuring, managing, controtling and reporting
risk concerns acioss all the risk classes viz.
Crediz, Market and Operational Risks and
Liquidity Risk. The Risk Masnagement Policies
adopied and reviawed periodically articulate,
cadify the stretegy, structurs, processes
and -u_ﬁn._.:- to managa _olax wide risks,
Expanding busl . deregulation and
globallsation of financlal activities, amergence
of new financlal productes and increased level

affecting the financial position of the Bank,
which have occurred between the end of the
financial year of the Bank and date of this report,

The cutbreak of COVID-19 pandemic led to
nation-wide lockdown in 2020 whkich was
followed by lacalised lockdown and signifleant
COVID-18 cases. India has experienced two
more waves of the pandemic in 2022. Since the
number of cases have reduced significantly,
the Govermment of Indiz has withdrawn most
of tha COVID-12 related restrlctions, however
tha extent ko which any new wave of COVID-18
may Impact the financial position of the Bank is
uncertain and depends vpon future trajectory of
the pandemic.

Datalls of Significant & Materlal Orders passad
by tha Regulators or Courts or Tribunals

There are no significant materlal orders passed
by the Regulators or Courts or Tribunal which
would impact the going concern status of the
Aank and its future cperations,

Transfar to Reservas In terma of Section 134(3)
() of the Companles Act, 2013

For the financial year ended Mmarch 31, 2022,
the Bank had transfarred €15.64 crores to the
Statutery Reserve Fund (maintained under
Section 17(1) of RDI Act, 1934) and F1.80 crores
to Specfal Reserve maintained under Section
A6{viii) of Incomea Tax Act, 1961

Aswst-Linbility and Rlsk Managenvent

of competition has Itatwd the need Ffor
an effectlve and structured risk management
practice In financlal Institutlon,

The Bank has adopted an Integrated approach
for the managsment of risk. Effective internal
pollcies are devalaped in tune with the businass
requirements end begt practices. The Bank has
formulated "Risk Management Pollcy’ which also
includes Internal Capltal Adaquacy Assessment
Policy {ICAAP) for fdentifylng and measuring
various operationsl, credit, markat and solvency
risks, Operational risks are maneged through
coraprehensive aystams of Internal control,
establishing eysiems ond procadures o
monjtor transactions, malntalning key back-up
procedures and undertaking regular contingency
planning, We constantly stelve to anhange tha
risk managamaent capabilities In accordance with
the emarging regulatery guldelines and the broad
flsk managemant principlee. The Bank reviews
the rlsk managamant gyetem and the progreas
made in fmplementing the RBI guldelines on
risk managemant, on a gquarterly basiy. The
Asset Llabllity Management Committee (ALCO),
consisting of the Bank's sanlor managamant and
the Managing Director, is responsible for engurlng
adherence to the limits cet by the Board as well
as for declding the business strategy of the Bank
{on the assets and {labilitles eldes) in line 5_9
the Bank’s budget and decided risk L

objectives. The committes actively manages and
controls the structure of assets and labilitles
and interest rate censttivitdes with a view of
uvﬂi_uqﬁ profits besidas malntaining caplral

to Sectlen 134 (A){n) of the no....__unb_pn bh» 2073

The Bank has formulated and adopted a robest
rlek 2 fr rk. Whilst the Board
Is responsible for framing, w:.unaao:nan and
manltoring the said risk £ fr k,
{t has delegated Its powers relating to manitoring
and reviewlng of risk associated with the business

of the Bank to tha Risk Management Committee.

qracy and sufficient liquidicy. Statements
for Structured Liquidity, Liquldity Coverage
and Interest Rate Sensitivity of the Bank Is
being prepared in line with the RBI guldelines
to actively manage the liqukity and interest
rate risks.

Liquidity Risk Managemant has bean at the core
of sound risk management practices of banking
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industey In the modern age. The Liquidity risk
s the potantial inability to meet the Bank's
lfabilities as they become due, It arises when the
banks are unable to generate cash to cope with
a decline in deposits or increase in assets,

The Bank pives utmost Importance to manage
various risks in most efficient way and has
articulated comprehensive  structure  for
liquidity Flsk management through various policy
Inctoding Contingency Funding Plan {CFP) which
slms to address the adverse liquldity scenarfas,
It is recommended by ALCO to Risk Management
Committee of Board {(RMCB) on annual basis
for approval and is reviewed quarterly by the
ALCO. In case. any review by tha ALCO results
in the funding gap, ALCO will be respansible o
establish an action plan an the same which shall
be appravad by the RMCE, Further the decislon
to use the lines of defense as per the CFP lles
with the ALCQO. The contingency is defined in
various scenarics., The comprehensive CFP
endeavours ta monitor liquidity on real time
Basis, with a wide and unrelated range of lines of
defanse, along with proper channel of reporting,
escalation and declsion making,

Further, the Bank has forrmulated Stress Testing
Framework for evaluation of Bank's financial
position under a severe but plausible scenario
te assist in decislon making within the Bank. It
enables the Bank in forward locking assessmant
of risks. it facilltates internal and exterral
communic¢atlon and helps senlor management
understand the conditlon of the Bank in the
stressed situations. Stress testing outputs are
extremety usaful in decision making process In
tarms of potential actlons like slsk mitigation
technlques, contlngency plans, cepital snd
tiquidity management In strassed conditions.,

Stress testing forma an integral input of the
internal capital adequacy assessmant procass
(ICAAP), which requires the Bank to undeartake
forward-looking stress testing that (dentiflas
severe events or changes In market conditions
that conld adversely impact the Bank. The stress
testing reports provide the senlor managsmaent
with a tharough understanding of the material
risks to which the Bank may be exposed and
to help In potentlal acdons Uke mitigation
techniques, contingency plans, capltal and
liquidity management In stressed condithons
atc. Furthar, stress testing Is an Impartant input
in ldentifying, maasuring and centrolling funding
Hguidity risks, in particular for assessing the
Bank's liquidity profite and the adequacy of

“ Annusl Repert 200722
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liquidity buffars In casa of both bank-specific
and market-wide streas aventa.

The Bank has a wtromg lmpetus on risk
management and it reallsed that risk
management |s backbone of banking industry
and being an evolving tople, the Bank attempts
to keep avolving varlous nawar avenues to
manapge rigk effectively and sfficlently as per the
risk management pollcy and framework of the
Bank so that the whole structure Is well aflgned
with the risk appetite, risk assessment and risk
eoitigation strategy of the Bank,

Independent Divectors Oeclarstion In terms
of Section 134(IHd); Swcthon 148{6) of the
Companies Act, 2013

The compaogition of Board of Directors of the Bank
Is governad by the provisions of the Companles
Act, 2013 and the Banking Regulation Act, 1949,
The Baard of the Bank ac on March 21, 2022
consisted of twelve Dlractors, out of which
seven (7) Dirascoars wers indepandent.

The Bank has cobtalned dectaration of
Indepandence from all the independent director
that they meek the criteria of ndependence as
lald down under Section 148(6) of the Companies
Act, 2013, Furthar, all tha Indepandent Directors
have complisd with tha Cade for Independent
Directars prescribed in Schedule IV to the
Companies Act, 2013, The separate meeting
of indapendent Directors was conducted on
July ¢&, 2021,

Tha Board Is of the oplnlen that the Independent
Dlrectors of the Bank poszsess requisite
qualifications, experlence and expartise and
thay hold higheast standards of Integrity.

Company's Pollcy on Diracters' Appolntment &
R atlon Including eritar(a for determining
Quallfications, Attrik , Indapand etc. In
terms of the Sactlon 134{3){e); Section 1TE(1] &
(3) of the Companies Act, 2013

Basgls the 'Fit and Proper' criteria laid down by
the RBl, the Hominztion and Remuneration
Committes conducts the due diligence af
the Board members cn yearly basis. The due
dillgance process Invoives considering the
appolntment and remuneration of Directors and
Key Managarfal Personnel as per the guidetines
igsued by RB1 and the Companies Act, 2013
The pracess containt detalled procedures for
detarmining quallficatlon, positive attributes,
dus diligence mechanism and reference
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checks for appointment of Directors and Xey I7. Neme of the P hich hava b or

Managerial Personnel.

Tha Bank hes put in place the Compansation
Policy for employees including MD & CEQ, WTD
and other Material Risk Takers (MRTs) and
Comprehensive Compensation polfey for Non=
Executive Dlrectors with a kay objective teo
support arganisation strategy by halping to build
a competitiva, high performance and necempany
with an entreprensurlal culture that attracts,
retalns, motivates and rewards high performing
employeas as well ag properly compensate the
employeas vis-i-vis thelr rlsk and parformance
involvernent. The policles are wvailable an the
website of the 8ank at www.capltalbank.co.ln,

Performancs Evatuation of Sourd in terme of
Section 134(3)(p) of the Companles Act, 2013

Nomination and Remuneration Comrmlttes (NRC)
and the Board has approved the evaluation
process for evaluating the perfor of the
Board and Committeas as whale and Individualty.

A separate meeting of Independent Directors
was held on July 08, 2021 which carried out
the annual evaluation of the performance of
Non-Executive  Non-lndependent Directors,
Exscutiva Dlrectors, Chalrpergon, Board as a
whola and Board Committees. Further the Board
of Dlrectors In [is meatlng hald on February
04, 2022 had alsa conducted the Annuat

luation of perfor of Beard ks a whole,
Board Committeas, Chalrperscn, Managing
Director, Non-Executive Diractorn.

State of the Company’s Affalrs of the Compary
In tarms of Sectien 134{3)(1) of the Companles
Act, 2013

The state of affairs of the Company in details has
baen given separately In different sactlons of the
Directors' Report and also under Menagement
Otacusslon and Analyele Report. Thare was no
change In status of the Bank during the year
andad March 31, 2022,

18

d to be Subsldi or Jolnt
Ventures durlag the year In terms of Section
134(3{q) of the Companias Act, 2013 read
with Rule 8{6}{lv) of the Companlas {Account)
Rules, 2014
No Company have becore or ceased to be the
Subsidlary, Jolnt venturs or Associate Company
of the Bank during the financial year,

Dlsclonurs Undar the Sexual Harzssment of
Woamasn &t Workplace (Prevention, Prehibitien
and Radressn!) Act, 2013 in terms of the Sexual
H t of W at the workplace
(Prevention, Prohibition & Redrexsal) Act, 2013

The Bark has formulated internal Compliant
Cammittess at Head office level and at
Clustar lavel (for branches). The cempasition
of the ittaes is In ¢ with the
provisions of the Sexual Harassment of women
&t the workplace (Prevention, Prohibition &
Redragsal) Act, 20i3. These committees are
formulated for redressal of complaints far
Sexual Harassment of women at the werkplace
angd take all necessary measuras to ensure a
harassment-free workplace. The Bank beligves
that all employees, inctuding other individuat
wheo are dealing with the Bank have the right to
be treated with dignity.

5

The following is the y of the complaints
recelved and disposed off during the Financial
Year 2021-22:

In Head Office
a) No, of complaints received: Nil

1) Ne. of complaints disposed off; Hit

in Branches:
a) No. of complaints received: Nil

b) No. of complaints dispased off: Nit

The Committee believes in ethics and takes
appropriate  action against the employees
wha have violated the norms, which includes
disciplinary actfon such as warning letter and
in some cases termination of employment
depending upon the gravity of violation.

1
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Adequacy of ivtarnal FL fal Controls Related

te Flnanclal Statements

The Companies Act, 2013 has introduced a
reasonably advanced reparting cancept for
auditors e, Intermal Financial Control (IFC) over
financial reporting. Auditors of the Company are
requlred to report on adequacy and aperating
effectiveness of Internal financial controls of the
Company with report on financizl statements
prepared under Section 143 of the Companies
Act, 2013,

The Bank as per the requirement of Section
134{5)}(e} of the Companies Act, 2013 has
adopted the policies and procedures to ensure
orderly and efficient duct of its busi
inctuding adherence to its policies, safeguarding
of its assets prevention and detection of
frauds and errors, accuracy and completeness
of accocunting records, timely preparaticn of
retlable financlal Informatlon,

Durlng the year under review, the Statutory
Auditors and the Secretarfal Auditors have not
reported any instances of frauds committed
in the Bank by its Officers or Employees to the
Audit Committes under Sectfon 143(12) of the
Campanles Act, 2013, detalls of which needs to
be mentioned in the Report.

Dlractors

Tha Board of the Bank is duly constituted In
accordance with the provisions of Banking
Regulation Act, 1949, the Companies Act, 2013
and other applicabla taw/guidalines.

Mr. Sarvjit Singh Samra has held tha office as
Managing Dlrector & CEO of the Bank w.a.f, April
24, 2019 for a perlcd of three yaars. Ha has
teen turther re-appolnted as Managing Director
and CEQ of the Bank w.e.f. April 24, 20322 for a
period of three years. Mr. Sarvjit Singh Samra
has heen instrumental in taking key decislons
fram day one that have contributed to the Bank
emerging as the most preferred Bank In Its
arga of operation, His vislon 10 sarve commoen
man and the tacal tauch has given tha Bank a
competitive edge over other banks operating in
the area ardd the Bank ks able to provide safe,
efficient and service orlented repository of
savings ta the lecal caommunity while reducing
their dependence on moneylendars by making
need-based credit sasily svailable.

Annugl Report 2021-22

Appolntment of Part-time Chalrman

The RBI conveysd the approval for appointrient
of Mr. Madan Gopal Sharma {DiN: 00258326) as
Part-time Chalrman of Capltal Small Finance
Bank Limited for a perlod of three years w.e.f.
april 23, 2014,

The Board of Dirsctors of tha Bank In Hs
meeting held” on ODecember 9, 2021, on
the recommendation of Nominaton and
Remungration Committes and sublect to the
approval of REI, had spproved the appolntment
of Mr, Navin Wumar Mainl (DIM; 00419921} as
Non-Executive Part-Tima Chalrman of the Bank
for a pariod of three years, with affect from April
24, 2022, The RBI vide lattar dated April 21, 2022
1pproved the appointmaent,

1] {Appalnt t of Directors In
eompliance to Ssction 10(2A)({) of the Banking
Regulation Act, 1949
The Board is duly constituted as per the
provisicns of Banking Regulation Act, 1949, the
Cempanies Act, 2013, RBI guidelines for Small
Flnance Banks and SEBI (Listing Obligations and
Disclosure Requirements) Regulations, 2015,

During the vear, Mr. Mohit Verma (DIN: 02647080},
Nominee of Pl wentures LLP and Mr. Rahul
Priyadareh! [DIN: 06835372), Nominee of Small
Industries Development Bank of India (SIDBE)
couased to be Directors on the Board of the
Bank w.e.f. Saptember 18, 2021 and January 12,
2022 respectivaly.

Mr. Madan Gopal Sharma, part-time chairman
{Independent Dlrector) ceases to be a director
w.ef, April 23, 2022 on completion of his tenure,

Further the Board of Directors of the Bank
n its meeting held on March 9, 2022, on
the recommandation of Momination and
Remuneration Committee and pursuant to the
nomination recelved from SIDBL, had appointed
Mr. Balbir Singh (DIN: 02284941) a5 Additienal
Diracter (Nominee of SIDB{) w.e.f. March 5, 2022,

on the recommendation of Momination and
Ramuneratich Committee {("NRC'}, the Board of
Directors in its meeting held on November 12,
2021 had approved the re-appeointment along
with the remuneration of Mr. Sarvjit Singh Samva
as Managing Director and CEQ, for a perlod of
three years with effect from April 24, 2022 and

21,
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the same was approved by the RBI vide their
letter dated April 4, 2022,

Directors Retiring by Rotation

In terms of Section 152 of the Companies Act,
2013, Mr. Srinath Srinivasan (DIN: GQ107184),
director being longest In the office shall retire
at the forthcaming Annual General Mesting and
being eligible for re- appointmant, has offered
himself for ra- appaintment.
Appoi [/Ras] b of
Managerial Perdonnel

Mr, Sarviit Singh Samra, Managing Director and
Chief Executive Officer; Mr. Munish Jaln, Chlef
Operating Officer and Chief Financlal Officer;
Mr. Amit Sharma, Compary Secretary of tha
Bank are the existing Koy Managerial Perscnnel
of the Bank as per the provislons of the
Companies Act, 2013, Furthar during the yaar
under reviaw the Board of Directors of the Bank
had identifled Mr, Santosh Kumar Dhawan, HOD -
Retall, Mre, Richa Mahajan, Chlef Compliance
Officer and Mr. Raghav Aggarwal Chisf Risk
Officer as Key Managorial Personnel of the Bank,
Accordingly. as on Mareh 31, 2022, the Bank has
followlng Key Managerial Parsonnal:

the  Hey

[T — Dasignation
ur, Sanvit Singh Samra Managlng Director and
~ Chisf Exscutive Officer
#r, Munish Jain Chief Financiul Offlcer
and Chiaf Oparating
Officer _
Mr Amlk Sharma Compiury Secratary

Mr. Santoeh Kumar Dhawan Head of Credit

Mr, Raghav Aggarwal Chiaf Risk Cffices

Mra. m..—n_ﬂ-r:uso._-: chisf Oo..:m:-:oﬂ Cificar

Corparata Governancs

Corporate governance ig the comblination of
rules, processes or laws by which businesses
are operated, regutated os controlled and that
aims at effsctive, transparent, and responsible
management of a company within the applicable
statutory and regulatory structures.

Ovar the lnat severnl years, the extarnal
environment In whieh publle companles operate
has become Increasingly compiex for companies
and shareholders allke, Tha Increased regulatory
burdans impoaad on publlc campanies In recent
years have added to the costs and complexity of
overseslngandmanagingacorporationsbusiness
and bring new challenges from operatlonal,

regulatory and compliance perspectives. Many
casns of Managemaent fallures and financial
crisis have been reported In the finance industry
during the financial year and all these are the
cause of poor corperate governance,

The Bank has formulated a Corporate
Governance framework which ensures timely
disclosuras and fillng of correct Information
regarding our financials and performance, as
well as the leadership and governance of the
Bank. Tha Board is constituted professlonally
with a strang commitment to shareholder valug,
transparency, acceuntabllity, ethical standards
and ragulatory compliances,

The Board's supervisory role is independent
and separate from the executive management
and the Board Committess. The composition
of the Board of Directors as an March 31, 2022
comprised of majority of Independent direcvars,

Tha Board presently comprises of eleven
Olrectors including on=-woman independent
director and It provides diverse binaticn
of professionalism, knowledge, expertise and
expariance as required in the banking business.
The Board has six (6} Independent Directors
constituting rore than one-half of ity total
membarship strength Including one {1) Women
Director and three (3} Nominee Directors.
The Cirectors have distinguished th lves
In different walks of life through experience
and expartise.

Maatings of the Board and Committees of
the Bosrd

The Board of Directors of the Bank is meeting
regularty te discuss and decide on various
buglness  pollcles, strategles and  other
businesses. The Board met ten (10) timas
during the year under review. The details of tha
meatings of the Board are as follows:

Board of Dlrectors
Tatal Meetings 0

Dates of Maetings

May 11, 2021 June 15, 2021 mh_ﬁ 22,2021
August 18, 2021 Septembar 23,  October 22, 2021
2021
bar 12, D ber 08, Fabruary 04,
2021 2021 2022
Warch 09, 2022
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No. of ings attendsd by DL 4
sr. MG, of
Mo, Name ol Mambers Mestings
Attended
1 Mr. Madan Gopal Sharma! B
2 MrSuvih Singh Sumne 10
3 M. Dinesh Gupta - 10
4 Mr. Rakweh Sonl |m.o
S Mra. Harmesh kKhanna p)
6§  Mr. Sham Singh Balng 10
T Mr. Gurdeap Singh 4
8 Mr. Rahut Priyadarshi? 4
8 Mr, Gurprest Singh Chug 10
10 Wr. Havin Kumas Mainl 10
11 ME Mohit verma® 2
12 Wr, tiahesh Parsuraman 10
13 M. Seinath Srink 3
14 Mr, Balblr Singh® NA

‘cansed to be Director wal, Aprll 23, 2022
Zceased to be Divector woal. Junuery 12, 2022
cgased to be Director wal. Septemper 14, 20321
‘appointed w.e. b March 0B, 2022

A meeting of indepandent Directors was
convened on July 08, 2021,

The Bank has several committees which have
been established ag a part of the hast Corporate
Governance practices and are In compliance
with the requiremaents of the relevant provisions
of applicable laws and statutes,

The Bank has following Committess of the
Board:

1. Homination and Remunsratlon Committes
2. Securitfes Committee

3.  Audit Committes

4. Corporate Social Responsibllity C ittee

Singh Bains {Member) and Mr, Gurdeep Singh
{Member) and Mr, Rakesh Sonl (Membar), Al
mambars of the Committee are independent
non sxecutive directors.

Briaf Tarms of Referance and Responsibllities
are as under:

1. To consldar ‘Fit and proper criteria for
directors at the time of appointment /
ranewal of appointment of the Bank

2. The consider the remuneration proposed to
be pald to Managing Director/Whola Tima
Director as par Campensation Policy of tha
Bank and recommendation of game to the
Board,

3. Take Inta account, financlal positdon of tha
company, trand in the industry, appointes’s
quatification, experience, past performance,
past ramuneration ste,

4, Tp considar to be In a position to bring
about abjectlvity In determining the
ramunaeration package while striking a
balance betwean the Intarest of the Bank
and the sharehclders.

The details of the tings of the ination

and ation C Ittee are as follows:

Total Mestings B s

Dateas of mestings

Wy 08, 20271 Auguyst 17,2021 Novamber 11,
w021

Decembar 07,  Janumry 29, 2022 March 08, 2022
2021

5. Stakeholders Relationshlp Committee
6.  Management Committes

7. Risk Management Commitles

8. IT Strategy Committese

9. Special Committee on frauds

10. IFO Committee

Nomination and ation Committee

Ouwring the period under review the Board had
r ituted the ination and lon
Comunittee and as on March 31, 2022, the
Committea had four membars consisting of
i1, Gurpreet Singh Chug (Chairperson), Mr, Sham

64 _b::cE Repoit 2027-22

Number of Mestings attended by Membars

NG, ofe

.vm_ﬁ Numa gf Mambars Meotingss

e Atendeds
1 Mr. Guprest Singh Chug &
% Mr, Sham Singh Bains L]
3 Mr, Gurdeep Singh 2
4 Mr. Rakesh Sond €

The Company Secretary of the Bank
acts as Secretary to the HNomination and
Remuneration Committes.

Securities Committes

As on March 31, 2022 Securitdes Coemmlttes
consists of Mr. Dineth Gupta {Chalrpersan),

About Capitsi SFB Pk gths  Resp

Mz, Sham Singh Baing (Mamber) and Mr. Gurdaep
Singh (Member),

Brief Terms of Reference and Respongibilities
ara as under:

1. To conslder and approve the thare/bond
transfers lodged by the members with
the Bank.

2. To verify the compllance of RBI and other
legal regulatians for alletmant of securities

3. To consider manner, holdlng end other
credentials of holder of cacurities

4, To consider the bacls of sllotment of
securitles as per authorization of the
Board and all othar aspects with regard to
the lssus,

The datalls of the meetings of tha Securlties
Committee are as followsa:

Totat -anz,:ﬂn s

Bates of mectings

Wy U7, 2021 June 29, 2071 October D4,
2021 _

Decamber 14,  March 15, 2022

o

Number of Meetings attended by Membars

. No. of
Mo, flame of Members Maatings”®
Paid Attendag?
1 Mr.Dfnesh Gupta - %
2 M, Sham Singh Balng &
3  Mr, Gurdesp Singh 5

Audit Committos

During the period under review the Board had
raconstituted the Audit Committes and the

bers of the C ittee as on March 31,2022
ara Mr, Rzkesh Soni {Chairperson), Mrs. Harmaesh
Khanna {Member), Mr. Gurpreet Singh Chug
{Member), Mr. Dinesh Gupta (Membar) and
Mr. Sharn Singh Bains (Member). Tha committes
met five times In a year,

T

Brief Terms of Reference and Resp iUt

from any smployee of the Bank, obtain
outside legal ar other professional advice;
Such powers as may be prescribed under
the Coampanies Act, 2013 (together
with the rutes thersunder) and SEBI
Listing Regulations.,

2. aversight of the Bank's financial reporting
process and the disclosure of its financial
infgrmatlon to ensure that the financial
staternent Is cosrect, sufficlent and credible.

3. Recommandatlon for appolntment,
replacement, raappointrnent and approval
for rermuneration and terms of appointment
of statutory auditors of the Bank,

4, Monitering the end use of funds raised
through publle offers and related matters.

5. Evaluation of Internal financial controls and
risk managament systems.

6. Approval of any subssquent medification of
ransactions of the Bankwithrelated parties,

7 T formulate, revlew  and  make
recamnmendations to the Board te amend
the Audit Committae charter from time
1o time,

8. To review the functlening of the whistle
blower mechanizm,

4. To review the warking of compllance and
Vigil Department division.

10. Carrying aut any other function as may be
required / mandated a3 per the provisions
of the Companies Act, 2013, the SEBI Listing
Regulations, any directlons, circulars,
notification istued by the Reserve Bank of
tndia and/or any ather applicable laws.

The detal=s of the maetfngs of the Audic
Committes are as followsa:

ToMesngs s

Dates of meetings:

are as under:

1. The Audit Committee has the powars to:
Investigate any activity, saek informatlon

Moy 08, 2021 June 14, 2021 September 13,
2031

Movembar 10,  Februsry 03, 2022

201
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Numbaer of mestings attended by Members

Er. Na, of
g, Neme of Mambars Wegtings

. Arcpndd
1 Mr. Medan Gapal Sharmal 1
2 My, Rakash Sond o 5
3 M. Harmech Khanna® 4
4 M Gurprest Singh Clug 5
S Mr, Dinesh Gupta )
& M, Sham Singh Bains £

1 d te be & bars of the Committas w.asf
May 11, 2071

appointed &8 member of the Committrs wrf

66

May 11, 2091

Corporate Socisl Responsthility Committse and
Statutory Disclosure

During the year under review the Board had
reconstituted Corporaste Sorcial Responsibility
{CSR) Commities and the composition of the
CSR Committes a3 on March 31, 2022 comprises
of Mr, Sarviit Singh Samra (Chaitperson),
Mu, Rakesh San! (Member), Mr. Sham Singh Bains
{Member) and Mr. Gurdeep Singh {Mamber}. The
Annual Report on CSA actlvities as required to be
given under Saction 135 of the Companias Act,
2013 and Rule 8 of the Companies {(Corporate
Social Responsibility Pelicy) Rules, 2014 has
been provided as Annexure = C which forms part
of the Diractors’ Report.

Brief Terms of Reference and Responsibliities
are as under:

1. To formulate and recommend to the Board
of Directors, tha CSA Policy, indicating the
CSR zethvitles to be undertaken os specified
in Schedule VIl of the Companies Act, 2013,
as amended.

2, To recommaend to the Board of Directors,

the amount of expenditure to be incurred
on the CSR astivities.

3, To monitor the C3R Policy and its

implementation by the Bank from time
to time.

4. To approve the CSR projacts of the Bank.

5. To perform such other functions of

responsibilities and exercise such othes
powers as may be conferved upon the CSR
Committee in terms of the provisions of
Section 135 of the Companies Act, 2012, a3
amended and the rules framed thereunder.

_ Annual Repart 20-21

The Bank's CSR misglon is to contribute to
geongmically, physically and socially chatlenged
groups and to draw them into the cycle of
growth and development, The Bank's strategy
Is to integrate Ms acthities in cormwmnunity
developmeant, social  responsibility  and
environmantal respansibllity and encourage
each business unit or function to include these
considerations Into Its operatfons. For the Bank
it is of paramaunt importance that the funds
of the Bank are utillced prudently to ensure
maximum soclal benaflt and development.

The details of the mestings of the CSR
Cammittee are as follows:

Dates of meetinge:

May 08, 2021
Number of meetings attanded by Members
s ¥ 3 Mo, of
zu... Name of Mambers Meetings
= Attegriegd,
1 wr. Saivjie Singh Samra_ _ 1
2  Mr. Rakssh Sonl 1
3 Mr. Sham Singh Baing . 1
4  Mr, Gurdeep Singh 1
knholders* Retatlonshlp & ftiee
Durlng the year undar review the Board had
T ituted Stakeholdars' Relationship

Committea and tha compasition of the
Commilttee as on March 31, 2022 comprlses of
Mr. Dlnesh Gupta (Chalzparscn), Mr. Navin Kumar
Maini (Membaec), Mr, Sham Slngh Bains {(Member)
and Mr, Gurdeep Singh (Member), The committee
met once during the ysar under review.

Brief Terms of Reference and Responsibilities
are as under:

1. Formulation of procedurss In line with
the statutory guidelines te ansure speedy
disposal of various requests received from
shareholiders frem time to time;

2. Review of adherence to the service
standards adopted by our Bank in respect
of various services being rendered by the
Registrar and Share Transler Agent;

3. Cansider and resolve grl of securlty

halders of our Bank,

AbGUt Cupital SF8  Parformance  Sirangths  Respensible spproech  Statutory Reports  Financiz. Statements

4. fReview of measures takean for effective
exerclse of votlng rights by sharsholders.

6. Revlew of the various measures and
initiatives taken by our Bank for reducing
the quanturm of wunclaimad dividends
and ensuring timely receipt of dividend
warrantefannual reportsfetatutory notlces
by the shareholders of our Bank;

6. cCarrylng out any other functiong contained
in the Companies Act, 2013 and/or equity
\Isting agresments (if applicable}).

The detalls of the meetings of the Stakehotcars
Relationshlp Committee are as follows;

Totsl Meetings 1

Paten of maetings:

June 11, 20331

Number of meetings attended by Members

- . mw A - WAAF
zn.r Mamas of Marnbars Mestings
[ ———— Atteprgd
1 Mr.Dinesh Gupta _ 1
2 Mr, Havin Kumar Majnd F
3 Mr. Sham Singh Balne 1
4 wr. Gurdesp Singh 1

Detalls of other committess of Board:

The marnbers of the Committee as on March 31,
2022 are Mr. Sarvjit Singh Sarnra (Chairparson),
1. Rakesh Sonl (Mamber), Mr. Gurpreet Singh
Chug {(Member), Mra. Harmesh Khanna (Member)
and Mr. Dinesh Gupta (Member).

frief Terma ¢f Referance and Responsibilities
are as under:

1. To congider and review the
Financlal Statements.

2. To review the perfarmance of the Bank

galnst project as per Busi Plan.

3. To teview and approve the business plan.
4. To conslder and apprave Half yearly budget.

5. Torevlew nonparformingborroweraccounts.

G To revlew the operations/ paymaent
channels/ Ixsue of debit cards,

7. To review Investment portfolio of the bank
as well ag Investment Expasura Norms.

8. To reviews linlts of Money MWarket
Instruments {(Call/Term/Notice) Limits as
per the R8I guidelinas.

8. To approve yearly Investment Sitratsgy,
appointment of Imvestrent Officers and
approve Securlties Brokers.

10. To review Internal Auditors remarks In
Cancurrent Audit of Investrments,

The details of the mastings of the Managemany
Committes are as follows:

Total qmmn_:u- L

Datas of mastings

May 08,2021  August2l, 2021  Nowember 10,
2021

Numbar of meetings attended by Members

st e a3
Na, Mameof Mambaers Meetingy

) - B
1 Mr, Sarviit Singh Samm Fl
2 Mrs. Harmesh Khanna 4
3 Wr_makeshSonl .
4 Jr. Gurpreel Singh Chug 4
§  Mr. Dinesh Gupta 4
Risk Management Commitias

Ouring the perind undar raview the Board has
reconstituted the Risk Management Committee
and the members of the Committee as an
March 31, 2022 are Mrs, Harmesh rKhanna
(Chairperson), Mr. Rakesh Seonl (Membes),
MWr, Gurprest Singh Chug (Membar} and Mr. Dinesh
Gupta (Membear),

Brief Terms of Reference snd Responsibilities
are as under:

1. T4 review the Credit Rlsk Management
System — Exposure Norma, Concentration
of Advances, Credit wiee & segment wise
classHication of Advances, Quality of Loan
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Portfalio, Independent validation of credlt
rating, risk pricing of assets.,

2. To review the Market Risk = present market
positions, liquidity risk, Interest rate risk
and minutes of ALCO, Review ang approval
of market risk limits,

3. To review the report on Internal Capital
Adaquacy Assessment.

4. Toreview IT risk .

. To review operation Rlsk agsescment
with speclal aktention to KYL, Re XYC,
AML aspects.

6. To Raview the Risk Managament and Asset &
Llabllity Policy.

7. To review the Contingency Flan.
B. To revlew the Risk Appetits Statemant.

The details of the meetings of the Risk
Management Committee are as follows:

Total Mestings 4

Dates of mactings

May 08,2071  August 17,2021  November 10,
2031

February 03,

2023

Numbrer of Ings attended By Memb

£, No of
N " Hams of Members Maestings

o Artanded,
1 Mr, Rinesh Gupta 4
2 MWr. Rakesh Sanl 4
3 W, Harmazh Khanha A
+ MW¢. Gurpreet Singh Chug 4

IT Strategy Committes

The Board of Directors In Its meeting held on
May 17, 201% has congtituted 3 new committes
i.e. IT Strategy Committes. The members of the
Committee as on March 31,2022 are Mr. Gurpreet
Stngh Chug (Chaliperson), Mr. Sanvjit Singh
Samra (Member], Mr. Munish Jain (Noa-Director:
Member), Mr. ¥imal Kumar Kamal {Nor-Directar:
IT Expertise) and My, Harvinder Singh (Non-
Dlrectar: 1T Expertiae)

Brief Terms of Raferapce and Responsibilities
are as under:

_h.ﬂigsﬂ_-s

1. Perform oversight functlons over the
IT Stewring Committes (at 2 senlor
managemant leval).

2. Investigate activitles within this scopa.
3. Sesk information from any employes.
4. Obrain cutside legal or professlonatl advice,

5. Secure attendance of oursiders with
relavant expertlces, if it considers nacessary,

6. Work In partnership with other Board
committees and Senlor Manggement to
provida Input, review and amand the aligned
corparate and IT stratagies.

The datalls of the meetings of the IT Stratagy
commlttes are as follows:

Total Mestinga 4

Cates of meatings

June 29, 2021 Aupust 4, 2021 Decarnber 28, 2021
March 28, $022

Numbaer of maeetings attended by Membaers
L]

-, N ol
zm. Hama of Mambars Muratings
. = — detandyl
1 Mr, Qurpreet Singh Chug 4
2 Mr. Sanviit Singh Samra 4
3 Mr, Munlah Jain 4
4 WMr.Vimal Kumar Kamat *
5 Mr, Harvinder Singh I
Vigil Machantsm

The Bank has [mplemented a Whistle-blower
Policy, which is perfodically raviawad, pursuant
to which safeguards are being provided against
vietimlsation of employees and directors. The
Polley allows to raise concerns on Reportable
Matters {os defined in the polley) such as
breach of Bank's Code of Conduct, fraud,
bribery, corruption, employes miseonduct,
llegallty, health & safety, environmentsl izsues
and wagtages/ misappropriation of hank funds/
astets, ert. and also provides for direct access
to the Ombudsperson, in exceptional cases.
The pelicy is available on the Bank's intranet
and website of the Bank, The Whistle-blower
Policy complies with all the requiremants of
Vigil mechanism as stipulated under Section
177 of the Companfes Act, 2013, and other
applicable laws, rutes and regulations, as may be
applicable. The updated Whistle-blower Policy

About Cpitsi SFB Parformarce  Strengrhs  Rekponsible Approach Y Reyr ¥ o STa

Is alsq zvailatile on tha websita of tha Bank at
the Unk www.capitalbank.ca.ln,

The Bank has also appolnted Chlef of internal
vigilance t ensure compliance with atl the
intarnal guidelines issued by the Bank from time
o time.

Tha tunctioning of the Policy Is reviewed by the
Audit Cornmittee from time to t!me, During the
revlaw pericd, no concern has been reported
In accordance with the said polley. Neither the
complainants have been daniad accass te the
Audlt Committee of the Soard.

Loans, Guarantess or Investments in gecurities

Pursuant to Sactfon 186 (11) of the Companles
Act, 2013, the provisions of Section 186 of
Companles Act, 2013, excapt sub-saction (1),
do not apply to any loan made, guarantee given
or security provided or any investment made
by a banking company In the ardirary course of
busineas. Therefare, the sald provision s not
applicable to the Bank.

The detaflls of applleation made or any
proceeding panding under the Insolvency and
Bankruptey Code, 2016 (31 of 2016} during the
yuar alongwith thalr ctatus as at the and of the
financial year:

Durlng the year, no spplication was made/
proceeding is pending agalnst the Bank.

The details of differsnce hotween amount
of valvation done at the tima of ona time
sattlement done while taking loan from the
banks or financlal institutlons along with the
reason thersof:

Thare was no instance of ona tima sattlement
with any other bank/financlal Inztitution during
the year ended March 31, 2022,

Contracts or Arreng te  with
Partiey

All related party transactlons that were entered
during the Finanglal Year 2021-2022 were in
the ordinary courss of the business of the Bank
and were on arm's length basie and the same
is enclosed as Annaxure = D in the prescribed
format ACC-2 to thls Report. There were no
materlally significant related party transactions
entered by the Bank ‘with Prownoters, Directors,
Key Managerial Peraonnal or other persons which
may have a potential confllct with the interest of
the Bank., All such Related Party Transactions are

being placed before the Board/Audit Cammities
for approval, wharever applicable,

Members can atso refer the disclosurs of
trangactions with related parties during the
financlal yesr under review as set out In tha
note ng, 12 of the Schedule 18 of the Flnanclal
Statements of the Bank.

Moraover, the disclosures required under
Regulation 53(1) of SEB} {LIstIng Gbligations and
Discloauras Raquirament), 2015 is not applicable
an Banking Compantas,

Disclosure pursuant to Section 197(14) of the
Companise Act, 2013

The Bank does not have any halding or subsidiary
companies, tharefore no disclozurs I raquired
to be made pursuent to the provisions of Section
15714} of the Companies Act, 2013 and as per
the relevant rules thereunder.

Disclosurs regarding Sweat Equity Shares

In respact of the disclosure as per Rula B{13) of
tha Companfes (Share Capital and Debenture)
Rules, 2014, the Bank has not {ssued any
Sweat Equity Shares during the financlat year
undar review.

Dlsel « In respact of woting rights not
exarciasd directly by employsas

Pursuant to the relevant provision of Section
§7(3) read with Rule 16(4)} of the Companies
(Shara Caplial end Ceb=nture) Rules, 2014,
regarding wvoting rghts not  exerclsed by
amployees regarding purchase of fta ewn gharas
by smployeas or by trusteas for beneflt of
amployeqs, [t Is informed that the Bank has not
granted any loan, guarantee, the provislon of
sacurlty or otherwise, any financlal aseletance
to any parsen for the purchase of its own
securitles, therefore ne disclosura Is raquived to
be rnade under this section,

Changs In Nature of Businass

Pursuant 1o the retevant provision of Rute 2(5) of
the Company [Accounts) Rules, 2014, there was
ne change in the nature of Business of the Bank.

Issus of Equity Shares with Diffsrential Rights
Pursuant to Rule 4[4} of the Campanles (Share
Capital and O=bentwres) Rulas, 2014, tha Bank
haz not issued any Equity shares with dlfferentiat
right during the financlal year under review,
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Listwd Becurities, Dabanture Trustes Detall mnd
Credit Ratlng

The dabt cecurlties of the Company issued in the
foren of Upper Tier-1l Bonds which are listed on
BSE Limited and detail of the same i as under;

Caupon
NLD Sarles Rate I51H No.

Unsscured Redesmabla  131.75%  INEG46HOBO12
Nan-Carvartibls (Upper

Tiar 11}, Bacel | compliant

Bonds 2014=15 (Serles

=X

Ungscurad Redeamabls  11,75%  INEG46HO8020
Non-Convertible {Lpper

Yier 1), Sasal | Compilant

Bonds 2015-15 (Serles

]

credit rating agency of the Bank is Brickwork
Ratings India Private LImited having Registered
offica at 03" Floor, Raj Alkaa Park, 29/3 &
32/2 Kalena Agrahara, Bennerghatts Road,
dengalury - 560 076, During the year, Credit
Ratings of the Bank for Upper ter Il fnstrumants
is "BWR A+ (Qutlook Stable)”. As per the ratlng
agency “Instruments wlith this rating are
consldered to have adequate degree of safety
regarding timaty servicing of financial obligation.
Such instruments carry low credit risk.

Debenture Trustes of the Bank is 1DBI Trustesship
Servicet Limitad having registered office at
Aslan Bultding, 17, R Xamani Marg, Ballard
Estate, Mumbal -~ 400 DD1,

Dematarialisation of Securities

The Bank hae been {ssusd ISIN for equity and
all debt securltles. The eguity securities of all
the Diractors, KMFs and Promoters have been
dematerlalized and the Bank is making sll
possfle efforts to make the security holders
aware and gat thalr securities converted Into
Dematarialiced farm,

Ausditors & Auditors' Repott

Statutory Auditors

The members at the 22™ Annual Ganeral
Meeting (AGM) of the Bank held on August 20,
2021 had, subject to the approval of RBL, had
appolnted M/s, T.R Chagha & Co. LLP, Charterad
Accountants as Statutory Auditors for a period
of three (3) years to hold office till the conclusion
of 25" AGM In connectlon with the audit of the
boaks of account of the Bank, However, thelr
appointment was subject to the approval from
Reserve Hank of lndla as per the resclution
passed in the AGM every year, The Reserve

_ annual Report 2001-22

Bank of Indla gave approval of appointment for
Financial Year 2021-22.

Secretarial Auditer

Pursuant to the provisions of Section 204 of
the Companies Act, 2013 and the Companias
(Appointment and Remuneratlon of Managerial
Personnel) Rules, 2014, the Bank has appointed
M/s. 8. Mathur & Co,, Company Secretaries
in Practice threugh Its partner Mr. Brilashwar
Oayal Mathur (FCS No. 5734 and COP Ne. 5334)
to condict Secretarial Audit of the Bank for the
F.Y. 2021-23,

The Secretarial Audit Report Is annexed herewith
as Annaxure— E to this report,

There are no quallfications, reservations or
adverse remarka mads by W/s, B, Mathur & Co.,
Company Secrataries, Secretarlal Auditors of
the Bank, in thelr Szcretarlal Audit report.

Dirgetors’ R

panuibilities Statement

The Board of Directors acknowledge the
responsibility for ensuring compliance with
the provisions of Sectlon 134(3)¥c) read with
Section 134(5) of the Companies Act, 2013, In
preparation of annual accounts for the financial
year ended March 31, 2022 and ttate that:

1. inthepreparation of the annual accounts for
the financlal year anded March 31, 2022 the
applicable accountlng standards had baen
followad along with proper explanation
relating to materlal departures;

2. The Directars had selected such accounting
pollcies and applled tham consistently and
made judg and estl that are
reasonable and prudent $0 &5 10 ghve a true
and falr view of the state of affairs of the
Company as at March 31, 2022 and of the

profit of the Company for that pericd;

3. Tha Directovs had taken proper and
sufficlent care for fhe maintanance of
adequate accaunting records In accordance
with the provigions of the Companies Act,
2013 for safeguarding the assets of the
Company and for preventing and detecting
fraud and cther lrregularsities;

4, The Directors had prepared the annual
accounts an a gaing concern Sasls;

8. TheDirectors had laid downinternal financial
controls to be followed by the Company
and that such internal financlal controls are
adequate and were operating effectively,

About Capitei SFB Per 8] R’

6. The Dlrecters had devised proper ay
1o anaure compliance with the grovisions of
all applicable laws and that suth systems
were adequate and operating effectively.

Datalls In respect of frauds repuorted by
auditors undar sub-pectlon {22) of Section 143
other than those which are reportable to the
Cantral Government;

There are no frauds reported by Auditors
under sub-section (12) of Section 143 of the
Companies Act, 2013,

Compliance with Secrotarial Standards

The Bank has complled with the applicable
Secratarlal Standards (ssued by the Institute of
Campany Secretaries of India on regular basie.

Graen Inftlativas
"Unite to make this planet green and clean”

Deforestatlon I one of the most pressing
envirenmental lseue and a harsh reality of the
present times, Large-scale deforestation and
varicus other human activities have drastlcally
added to the Globa! warming and further has
badly affectad the weather facing almost aach
year more of break than the normal weather,

Keeplng in view the harsh reality the MCA Took
a Great actlon towards it by coming out with tha
*Graen Initiatlve In the Corporate Governance®
through its  circular No.  17/2011  dated
21/04/2011 and No, 1B/2011 dated 28.04.2011
datad 29.04,2011,

Under this MCA has provided with a wel Ing
facillty of service of notice/documents by a
company to Its shareholders can now be made
through electronle mode. After this pgreat
inftiative taken by tha MCA the companies are
no longer requirad te give Notice Including tha
Annual Return in physical to the stakeholders.
They can provide in electranic mode at the
Registered E-mail 14 of the stakeholders.

In view of the sald concern we request sl the
stakeholders te get their E-mail registered with
the Bank so to get the annual Reports at the
E-mail ID instead through paper made.

Date: May 13, 2022
Place: Jalandhar

Approach  Stwtutory Reports  Financiak Starermencs

Also, registaring your e-mail address with us witt
ensure that we can directly cannect with you
and no important communication from our side
is missed by you a8 a shareholders of the Bank.

Acknowlsdgemant

The Board of Directors is grateful to the
Government of Indla, Reserve Bank of Indla,
various Stata Governments, SEBI, IRDA and
regulatory authorkties in India and overseas for
thairvaluableguidancs, supportand cooperation.

The Directors record thefr sincere gratitude to
the Bank's sharsholders, esteemed customers
and all othar well-wishers for their continuad
patronaga. The Diractore express  thelr
appreciation for the contribution made by
avery mamber of the staff In ensuring high level
of growth that the Bank has achleved during
the year,

The Board atso places on record its gratitude
toc the Shareholders, Bankers, Customers,
Suppliers and other stakeholders who have
extended thelr valuable sustained support, co-
operation and sncouragement,

The Directors wish to sxpress their gratitude to
Investment Banke, rating agencles and Stock
Exchanges for thelr wholehearted suppart,
The Directors look forward to their continued
contributian in reatfeatlon of the corporate
goals in the years ahead. We wish to apprise gur
worthy members who have entrusted thelr trust
and canfidence in the Bank that Capital Small
Finance Bank will venture to strive hard to take
long strides ahead with freshly Institted energles,

For and an behalf of the Goard of Directors

Sarviit Singh Samra
Managing Director & CEQ
DIN. DD4TT4 44

Gurpreet Singh Chug

independent Director
DIN: 01803380
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Details of Remuneration

Statemeant under Rule 5{2) of the C Tes (Appoint t and R tion of Managerial Personnel)
Rulas, 2014 for year ended March 31, nonu

Persons in service for the whols yesr and drawing emoluments more than 21,02,00,000/- per annum

Name of the m.._..vnowi. 8r. Sanvjit Singh Samra M- Muplsh Jaln

Deslgnatior Managing Director & CEQ CFO & COD

Remuneration recefved T 0.90 crores T L.64 croves

Nature of employmant, whather Permanent Permnanent

contractual or otherwlise; _—

Qualifications and Exparlance of Quaflfleation: B.A., M.B.A. a-.-__.zaa»_o..... B.COM, FCA, FCS,

the employes (Marketing and Finance), g -
Exparlence: ovar 21 years of exparience In the
over 35 yaars of experlance In the  banking sactor, including
banking and finanzsiat industry in finance, complfance, treasury,
spread aver various roles, Including strategic decisten making and
senfor positions. axecution of strategic decisions

Date of commencement of July 20, 2003 October 09, 2000

smployment ——

>nn of amployss E8 M.n|u-|m 47 years 1]

playmaent hald by employse Eu Practicing

EoiE:Fnﬂ.- no.._..us..e_ . e L _

The p ge of squity sh Mr. Sandit Singh Samra holds My, Munish Jain does not hold

hetd uq the amployee v_b_..ﬁ ._..mn_._ 14.86% of the total equity sharss 2% or more of the pald-up share

his sp and o , of the Bank atong with his spouse. capital of the Bank as at March 31,

T sueh -_.Eiso_&_.n It not less 2022,

than two percent of tha total

equity sharag; N

Whather any such employaais a Nil Hit

retative of any Director or Manager
of the company and If ao, the name
of guch Director or Manager

Notes:

1. Remuneration shown above includes baslc salary, silewances, parformance bonus and taxable value
of perquisites, If avalled, computed as per Income-tax rules but excludes gratuity, PF settlement,
parquisite on ESORs & super annuation perquisites.

2, Al appolntments are terminable by one / three month's notice as the case may be on alther slde,

3, The above value does not include the number of ESOPS granted during the year.
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Details of Remuneration

|. Datalls pertalning to remuneration as required under section 197(12) read with Ruls E(1) of Companles
{Appointmant and Remunsration of Managerial Personnafl) Rulss, 2014
The pergentage Increase in remuneration of each Director, Chief Financial Qfficer and Company
Secretary during tha Flnancial Year 2021~ 2022, ratio of the remunaration of each Director to the median
reruneration of the smployees of the Company for the Financiat Year 2021- 2022 are as under:

5 Ratie of
m.:..:!.nn_g__
on L1 In* %l inf te magian®
5. for the forthe R Hong R tion® i remunaration
Hame of Di FO/CE . E Fl . ® In the In n..u of they
o Year2021- 21 Year 2010- 71 Financial,. Financlul ¥ employeus of
(¥ In croves). % In crares)  Year 20431~ 21, -‘-!_ 3020+ 213  the COmpany..
m for tha?
- = fingncialyear
1. Wir, Sarvjit Singh Samre Managing 020 1.0 (10.84)1% (5.58% 25.81
Director & CEQ
2. M Hunish Jain CFO A COO 1.64 127 10.24% 13.11% 48,92
3. Mr. Dinash Gupta Non=Exscutive o1l 0,11 - 86.6T% 301
Directar
4. My Mavin Kumar mainl Indepandant .03 Mil - - .88
Director
5. Mr, Amft Sharma Company 011 007 44.37% B.B5% 1.0r
Secratary

Hotes:
1. Al the amplayess of the Bankt have been consldared.
2.  Remuneration shawn above .___..Oﬂ:nmm basle salary, altowances, performance benus and taxable value

of perquiz! if avalted, d as per Income-tax rules but excludes gratuity, PF settlement,
perquisite on ESOPs & super w::cmnb«_ perquisites,

3. Non-Executive Directors have recelved only sitting faes except Mr. Dinesh Gupta and Mr. Navin Kumar
Mainl, who havs been pald ramuneration of 20011 erore and 20,03 crore respectively. Sitting fees paid ta
the Non-Executive directors have not been consldered,

4. Mr. Navin Kumar Mainl has been appointed as Part Time Chairman of the Bank w.ef April 24, 2022,

N. ‘Tha ratlo of the remuneration of each directar to tha dl atlon of the smploy of the
y for the Fl lal Year:
The medlan remuneration of employees of the Bank durlng the Financlal Year was ¥3,45,188 and ratio
of the remunaration of ¢ach Director to the median remuneratfan of the employees of the Bank for the
Financlal Year I& provided in the above table,

HL. The percentage | in the median r tion of employ in tha FI lal Year:
In the FInanclad Year, there was an increase of 1.24% In the median remuneration of employess.

. The har of p pl on tha roils of Bank:

Thers ware 1,644 parmanent employees on the rolt of the Bank a3 an March 31, 2022,
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Average _-.d!._n__o _..n.iuu- n_.-inuw made in the salaries of employeas ather than the managerial
ey Lin the tast Fi L Yuar and Its comparison with the percentis Increass in the managariat
ramunsration and justification thereot and point out If thers arw any thonal cir tances for
Increass bn the managerial remuneration:

The avarage psrcentage increase for Key Managerial Personnel: 13.54%

P

The average psrcentage Increase for Nen Managerlal Seaff; 5.45%

The avarage percantage incraase In the salarles Is primarily on account of annual fixed pay increasa and
promotlans. Tha remuneration of the Managing Director & CEO and other KMPs Is decided based on the
Individual parformance, inflatlon, prevaillng industry trends and banchmarks.

ation Is aa par the remunseration pollcy of the compamy

It is hersby affirmed that the remuneration pald Iz 23 pes the Compensation Polley of the Bank pit In
place for ramuneration payable to the Olrectors, Key Managarial Parsonnel and other employess.

m_)::cm— Report 2001-22
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ANNEXLRE - C . I
Annual Report on Corporate Social Responsibility

ﬁowmv for the FY 2021-22

Belsf outline on CSR Policy of the Company: The Company’s CSR pollcy and pregrams are in accordancs
of Sectlon 135 of Cornpanles Act, 2013, the Bank takes multiple initiatlvas in the areas of educatlon,
Rural Sports Development and health. The Bank's C5R policy can be found on the website of the Bank
at www.capitalbank.co.in

Composition of CER Committes:
S hame of Diregtar” . Munaiu..ﬁn_u:_.. Nature of DIFREtofEhiE

» Humbar af !ﬁi_..—az *NUMEE! &F medtligh

%_u. of CSR Committas” of CSA Committae

k-3 hald during the year  attended during the
- - — Y

1 t_q wna# Singh Samra 9!3-30:... r_.n._._-m_:n c.inag L CEQ 1 1

2 M, Rakash Soni demnbec/ Ind cant Dire 1 1

3 !_.m_.i_._._m__..n___wﬁs ber/ Independent Dir 1 1

4 M. Gurdesp Singh k berf independ . 1 1

Web-link whera Composition of CSR committes, CSR Policy und CSR projects approved by the board
are diactossd on ths wehsite of the pamy: www.capitalbani.co.dn

Companies (Corporate Social Responslbiiity Policy) Rules, 2014, If applicabla (attach the report):
Mot Applicable

Datalls of Img t of CER profects carrled out In pursuance of aub-rule {3) of rule 8 of the

Datalls of the amount available for vet off b ptwsuance of sub-ruls () of rvie 7 of the Companles
{Corporate Sochal responsibility Polley) Rules, 2014 and armeomt required for set off for the financial
ywar, f any: NI

s o ?aﬂ L Yesr Arnount svallabis for aet-off fram  Amount required to De seoff for
Ho. precuding financial yearc (in £ the fnanclal yaar, It wy (in )
NA

Average nat profit of the company & per section 305(5); ¥ 35,48,80,868
(a) Twe parcant of average nat profit of the company as per section 135{5): ¥ 76,897,618

(b) Surplus arfslng out of the CSR projects or programmes or activities of the previous financlal
yearss Nt

{c) Ameount required to ba set off for the financial year, if any : Nil
{d) Total CSR obligation for the flnanclal year (Ta+7h-7c): ¥ 76,97,618

{(a) CSR t spant or P for the financial year:
TRt - S Afoolint uApERE D ©)

'otal Amount transfarrad to t 1 d ta any fund spectfied under
Total Amount, Spant for the  #
Firancful Yase. {in € m CER Account as per sectlan nvmns Schedule VI as par sucand proviso to sectlon 135(5)
¢

Date of Hame of Date of=
Amount Amaunt
TR ST e o &P AT AOFG e HREEWY teansfer
2 5,47,803 T 67,49,815*  April 28, 2022 NIL NIL NIL
*tha Bank had Fi d ¥ 7,896,530 inctuding the intarest thereon.
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{c) Datalls of CSR t spent against othar than ongoing proj for the f fal year: .
1 2 - o = s ] T * [
Mode of Impls mantetion
”.? nam from Locutian of the = Through Implsmanting
] . of thas T tietof Local ares project, ASIOUNT SPaRL Mode of Agency
Project. oa:iﬂﬂnﬂ.: {(Fen/Ng). “for M.-l.‘-_ﬂr-.u&-o- _”gl.!ol”uﬂnoq__r - -
schadul X i Hama/CSR Regiatrarion
o the Act. State/District Number
L] -
NIL
) A t spent [n Adminlstrative Overheads: NIt
(a) A nt gpant on bmy A ¢, If appticabla: Not Applicabla
{f Totsl amount spent for the Financiel Yewr (8b+8c+8d+8a): T 8,47,802

[(Mote: this amount excludes € 21,083,744 spent during the Financlal Year from the unspent nccount of
the previous Financial Year, Detals of the same has basn given under Palnt 8)

{f) Excess amount for cet off, if noy: NA
&1, Am - - b d
Ho. Particular Amrount (n T)
» = -
1 Two percant of avaraga nat profit of thy tompany ae per section 135(3) € 76,067,018
2 Total amount spent for ﬂ..__.i....! lal «..lpn_. _ . Ia al,.sﬂwou
4  Excess amount spent for the financial year [{13-(}] ) Nil
&  Surplus arising out of the C$R projwcts or programmes or activitiea of the previcus Ananclal years, Hi
IF any "
&  Amaunt availahla for sat off in succesding financial years [(i17)-{] Hil
% (a) Detaills of Unspent CSR ainotmt for the preceding thres financial years:
LN ding Fi fal' spent A Hzisssaﬁﬁw? Amauntk
-zo Yoar transferrvd oo Ju the reporting Schidula Vi 2 par anction 135(6), If any Indnyg to
Unspsat CER Financial Year b apant In
Aceount under {in Lakhs} Name o“.“..u Amourdt (i ) ﬁw”-?o“ mtceading
negtion 138 {4} fainpncial yease
v e e UL T LT [P — - OnE,
1 2020- 2021 ¥ 36.47 Lakhs ¥ 23.33 Lakhs - - « 1353 Lakhs
2 2019-2020 - ®E250Lakhs - o - -
3 2018 -1019 - ¥ 12.04 Lakhs - - - 34,58 Lakhs
(b) Detallz of CSR smount spsnt In the financial year for ongoing projects of the p ding fl fal

year(sk
"y Rl T 3 .lm.ﬁ.. w..um.. . [ T i
£ .
Projuct K Hama of tha® Financlal- Prejact® i Total Amcunt  Cumaiadvs Siatus of
Projects Year in Duration® wheunt Spat on ATROUNTY  The Braject )
which 4 sliccabed  the projact spant it Completed /¥
_ sPraject wak' I the intha  the sd pfz Ongalng.
Beammanced? Profect {n reporting Teporiing '
. w % 5] Flnancial  Financlal
E wast, ¥ ol m sy YearGin®)  Yearlind),
1 FY31.00.2021_ 2  Hwalthcara/ 2070-21 3 vears NA ¥21,83,734 ¥ 3141847 Omngaing
Donation
undar
Covid-19
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10. In case of creatfon or acgquisition of capltal ascet, furnich the detalls relating to the asset so created
or s¢quired through CSR spent in the financial ywar: NA

{»} Duats of craation or acquisition of the capltal asset(s) NA

{b) Amount of CSH spent for tion or acquisition of capltal neset: NA

{c) Detals of the entity or public authority or beneficlary under whase nums such capital nsust is
regstered, thelr address atc : NA

() Provide detalls of the ital t{c) created or Tred {including late address and

P 1 l L] ¥

lacation of the capital assetl NA

£l Speclfythar (s), i the pany haz failed to spand twe par cent of the average net profit as per
saction 135{5): NA

For and Behalf of Board of Directors

Sarvjlt Singh Samra

Managing Director & CEQ

Date: May 13, 2022 Chairman, CSR Committee
Place: Jalandhar DIN: 00477484
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ANNEXURE - D

Related Parties AOC-2

(Pursuant ta clause (h} of sub-section (3} of section 134 of the Act and Rule 8(2) of the Companies (Accounts)
Rules, 2014)

Form for dieclosure of particulars of tafarrang ts antered into by the company with related
parties rafarrad to in sub tion (1) of section 188 of the Companiss Act, 2013 Inctuding certain arm's
length transactions under third praviso thereta

1. Details of contracts or arrang nts or tr 4l not at arm’s langth bads - NIL
{a) Name(g) of the related party and nature of relationship

(B) Nature of contractsfasrangermnents/transactions

(c} Duration of the contractsfarrangements/transactions

{d) Satient terms of the contracts or arrang ts or tr tians [neluding the value, If any
(e} Justification for entering into such contracts or arrangemants ar transactions

(f} Date of approval by the Board

(g} Amount paid as advances, if any:

(h) Dare an which the speciat resolution was passed In gangral maating ag required undar first provise
to section 188

2. Details of material contracts or arrang t or tr i at arrv's length baals - NIL
() Mame(s) of the related party and nature of refationship

(&} Nature of contracts/arrangamants/transactions

[c) Duration of the contractsfarrangements/transactions

{d) Balient verms of the contracts or arrangemeants ar transactions including the value, [f any:
{e) Date{s) of approval by the Ecard, If any;

{f) amount paid as advances, if any:

Faor ang on behalf of the Board of Directors

Sarvjit Slngh Samra Gurpresat Singh Chug

Date: May 13, 2022 Managing Director & CED independent Director
Place: Jalandhar DiN: 00477444 ClN: 01003380
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ANNEXURE - E

Form NO. MR-3

Secretarial Audit Report
FOR THE FINANCIAL YEAR ENDED MARCH 31, 2022

[Pursuant to sectlon 204(1) of tha Companies Act, 2011 and Rule No. 5 of tha Companles
(Appointment and Remuneration of Managerial Personnel) Rule, 2014]

To,

The Members,

Capital Small Finance Bank Limlted
Midas Corporate Park, 3™ Floor

37 &.T. Road, Jalandhar - 144001, Punjab

We, have conducted the Secretarial Audit of the
cormpliance of applicable statutory provisiens and
the adharence to good corporate practices by Capltal
Small Finance Bank Limltad {hereinafter called the
“Company") for the Financial Year ended March 31,
2022, Secretarial Audit was conducted In manner
that provided us a reasonable basis for evaluating
the corporate conducts/statutory compliances and
expressing our opinion thareon.

Based on our verification of the Company’s books,
papers, minute baoks, farms and returnz filad anc
other records malntained by the Company and
alsa the information provided by the Company
eflectronically through data sharing arrangements,
its officers, agents and authgrized representatives
which were relled upon for the coanduct of secretarial
audit, we hereby report that in our apinion, the
Company has, during the audit pericd covering the
financial year ended an March 31, 2022 complied
with tha statutory provisl listad her der 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, papers, minute hooks,
forms and returns filed and other records malntained
by the Company far the financlal year ended on March
31, 2022 according to the provisions of:

(i) The Companies Act, 2013 {tha Act} and the rules
made thereunder;

(iy The Securities Contracts (Regutation) Act, 1956
{"SCRA" and the rules made thereunder;

(i) The Depositories Act, 1996 and the Regulations
and Bye-laws framed thereunder;

{iv) Foreign Exchange Management Act, 1998 and
the rules and regulations made thereunder to the
extent of Forelgn Direct Investment, Overseas
Direct trwestment and External Commercial
Barrowings; - Not Applicable as thers was
no Forelgn Direct Investmant, Overseas

80 | annust repart 207122

Direct Investment and External Commercial
Borrowings during the period under review,

(v} The followlng Regulations and Guidelines
prascribed under the Securities and Exchange
Board of india Act, 1992 (‘SEBI Act*):-

a. The Sacurities and Excharnge Board of
India (Substantial Acquizition of Shares
and Takeovers) Regulations, 2011; Not
Applicable

b, The Securitles and Exchange Board of
indla (Prohibition of Insider Trading)
Regulations, 1992;

¢. The Securities and Exchanga Board of
India (lssue of Capital and Dlsclosure
Requirements) Regulations, 2009; Not
Applicable axcept to the extent of filing
DRHP with SEBI

d. The Securities and Exchange Board of
India (Employee Siock Option Scheme
and Emplayee Stock Purchase Scheme)
Guidellnes, 1989; Not Applicable

e. The Securities and Exchange Board of
Indla fissua and Listing of Debt Securities)
Repgutations, 2008;

f. The Securities and Exchangs Board of India
(Registrars to an |ssue and Share Transfer
Agants) Regulations, 1983 regarding the
Companies Act and dealing with client:
Not Appifeabla

g- The Securities and Exchange Board of India
(Delisting of Equity Shares) Repulations,
2009; and Nat Applicahla

h. The Securities and Exchange Board of India
(Buyback of Securities) Regulations, 19%8;
Not Applicabla

(vi} The Management has informed that following
laws are specifically applicable to the Company:-

a. Regerve Hank of India Act, 1834 and
applicable guidelines;

b. Banking Regulation Act, 1948;

About Capeadl 5FB  Parformance  Soengins  Respensibie Approach

c. IRDAl {Reglstration of Corporate Agents)
Regulations

Wae have also examined compliance with the
applicable clauses of the following:

(i} Secretarial Standards issued by The Institute of
Company Sacretaries of India {(85-1 and 55-2),

(i) The Securitiss and Exchange Board of
India (Llating Obligations and Disclosure
Requirements) Regulations, 2015 and Listing
Agreernents entered Into by the Bank with BSE
Limited. - To tha axtent applicable to the lated
debt securitias of the Bank.

During the pariod under review, the Company has duly
complied with the various applicable provisions of
the Acts, Rules, Regulations, Guidelines, Standards,
&tc, as mentloned abova.

We further report that the Board of Directars of the
Company is duly constituted with proper balance
of Executive Dlrectorfs), Non-Executive Directors
and Independent Directors. The changes in the
composition of the Board of Directors that took place
during the period under revisw were carried out in
campliance with the provisions of the Act.

Adequate notices along with agenda and detallad
notes on agenda ware given to all directors to
schedule the Board/Committee Meetings through
video conferencing which were sent at least seven
days in advance, except for the second Board
Mesting convened on June 15, 2021 and second Audit
Cammittee Meeting which was convened on June
14, 2021, which were called at shorter notice with
Independent Directors in attendanca, in accordance
with section 173(3) of the Companies Act, 2013.
Further, a system exists for seeking and obtaining
further Information and clarifications an the agenda
items before the meating and for meaningful
participation at the meeting.

We further report that based con &) review of
compliance mechanism established by the Company,
b) cornpllance status taken on record by the Board of
Directors at their meeting from time to time, and &)
efforts made by the Company to further strengthen
the compliance mechaniam, we are of the apinion
that the Company has systems and processes that
commensurate with the size and operations of the
Campany, to monitor and ensure compliance with all
applicable laws, rules, regulations and guldelines;

As informed by the Management, the Company has
responded appropriately to notices received frem
varicus statutory/regulatory authoritles like Resarve

¥ Reporls  F Jal Srat

Bank of india, IRDA including Initlating actions fer
corrective measures, wherever found necessary.

Due to COVID 19 situation, all the meetings were
conducted through Vidso Conferencing and minutes
thereof were being circulated over emails. As per
the duly recorded minutes of the Board Meetings,
Committee  Meetings and General Meetings
convened thraugh e-voting, majority decisions have
been carrled through while the dissenting members*
views, If any, are captured and recorded as part of
the minutes and scrutinizer reports.

We further report that during the audit period under
review, there were following specific events f actions
having a majar bearing on the Company's affairs
In pursuance of the above referred laws, rules,
regulations, guidelines, ete. which are: -

(i) As per the provisions of the Companies Act,
2013, the Board of Directors Is empowered to
recommend the dividend to shargholders, if
distributable profits are thers. AccardIngly, the
sharehatders in the Annual General Meeting
dated August 20, 2021 had approved to pay a
dividend of ¥ 0.80 per equity shares of ¥ 10/- to
its shareholders.

(i) Subject to the approval of Reserve Bank of
Indla, the Company vide Special Resolution
passed by the members of the Company
through g-voting dated Octaber 22, 2021 had
adopted new set of Articles of Assoclation of
the Company. The Reserve Bank of India vide its
letter dated February 04, 2022 advised changes
in the Articles of Association of the Company
and pursuant to which the Company again vide
Special Resolution passed by the members of
the Company through e-vating dated March 31,
2022 adopted new sat of Articles of Assoclation
of the Cempany incorporating the amendments
as proposed by the Reserve Bank of India.

{ili) The Campany vide Speclal Resolutlon passzed
by the members of the Company through
e-voting dated October 22, 2021 had approved
raiging of capital through an Initial Public Offer
{“tPO™) of its Fquity Shares and consequantly
the Company, pursuant to the approwval of
the Boards of Directors in its meeting dated
October 22, 2021, had filed Draft Red Herring
Prospectus (“ORHPY} with Securities Exchange
Board of India on October 30, 2021 for making
IPO of its equity shares of face value of 7 10/-
for cash aggregating up to ¥ 4500 million and an
offer for sale upta 38,40,087 equity shares, at a
prica to be datarmined as per applicable rules
and regulations.
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(ivd The Company vide Ordinary Resclution passed

by the members of the Company through
e-voting dated August 20, 2021 had re~-appointed
Mr. Mahesh Parasuraman (DIN-00233782) as a
Mominee Director {(Hominee - Amicus Capital
Private EQuity | LLP and Amicus Capital Parcners
tndia Fund 1),

{v) The Company vide Ordinary Resolution passed

by the members of the Company through
e-voting dated Avgust 20, 2021 had re-appoinged
Mr. Mohit Yerma (DIN: 02647080} a Nominge
Director (Nominee — Pl Ventures LLP) however,
Mr. Mohlt Varma resigned from the positicn of
Nominee Director w.ef from September 16,
2021 and the Board of Directors took note of the
same in its meeting dated Septembar 23, 2071,

fvi) The Board of Oirectors of the Company

in Its meeting dated March 08, 2022 had
appointad Mr. Balblr Singh {DIN:02294941} as
Additional Director (Norminea - Small industriat
Develepment Bank of India) w.e! March 08,
2022 in place of Mr, Rahul Priyadarshini (DiN:
06835372) whaoge nomination was withdrawn by
the Small Industrial Development Bank of India
w.ef, January 12, 2022 and the same was taken
on record In Board Meating dated February
04, 2022,

[wii) The Cormpany vide Special Rasclution pasgced

by the members of the Company through
e-voting dated March 31, 2022 has re=appointed
Mr. Sarvjit Singh Samra (DIN: 00477444) ag
Managing Director & CEO for a perlod of 3 years
w.e.f. April 24, 2022,

{viii)The Company vide Speclfal Resolution paszsed

by the members of the Company through
e-votlag dated October 22, 2021 approved the
amendment to CSFB Limitad -Emplayeas Stock
Option Plan for Material Rlsk Takers (CSFE
ESOP for MRTs) and CSFB Limited — Employess
Stock Option Plan 2018 (ESCP Plan) to mest the
regulatory requiremnent In terms of Securities and
Exchangg Board of Indla {Share Based Employes
Benefits and Swaat Equity) Regulations, 2021
once the Comnpany is Usted.

(x) The Company has allotted following numbaer of

fully pald-up equity shares each having a face
value ¥ 10/~ and premium of ¥ 8&/-, to some of
fts employess (as per the list clreulated to the
Securities Committee of tha Company) as per
the Employee Stock Option Plan, 2018 of the
Company ("ESOP Plan 30187}

m Anfiui, Report 2001-22

(x)

()

(a) 16,421 (Shxteen Thousand Four Hundred
and Twenty-One) fully pald up equity shares
were allorted In the Securities Committes
maeoting dated May 07, 2021, Out of total
ellgibla employees, 54 employees exerclsed
thelr right of ESOP firgt trunche of 25%;

{b) 75,865 ({Seventy Flve Thousand Eight
Hundred and Shity Five) fully paid up equity
shares ware allotted in the Securities
Committee meeting dated June 29,
2021. Qut of total eligible employees, 91
amployeas exercised their right of ESOP
second tranche of 30%.

{c) 41,124 (Forty-One Thousand One Hundred
and Twenty Four) fully pald up equity chares
were zllotted [n the Securities Committee
meeting dated December 14, 2021, Out
of total eligible employees, 76 emplay
exercised thelr right of mwOv gecond n.,»bn_...a
of 30%.

TheLompanyinits Securftias Committee meeting
dated June 28, 2021 mads an allotment of 3135
UNSECURED REDEEMABLE SUBORDINATED
NON-CONVERTIBLE LOWER TIER-Il BASEL H
COMPLIANT BONDS 2021-2% {SERIES XIX} on
private placement basls in DEMAT form upon
terms and conditlons as menticned In the Frivate
Flacement Offer cum Applicatlon Letter dated
May 11, 2021, The sald securltles were offered
at a face value of ¥ 1,00,000/- (Rupees One Lakh
only) sach for cash at par aggregating to ¥ 20.00
Croree (Rupews Twenty Crores only) with Green
Shos Qptian of T 20.00 Crores (Rupees Twanty
Croree only) total aggregating up to ¥ 40.00
Croree {Rupwees Farty Crores only) on terms and
conditions stlpulated 'n the Private Plagement
Offer Lerter cum Application Form as approved
by the Securltles Committes on June 28, 2020,

The Company vide Ordinary Resolution passed
by the members of the Company In its 22
Annual General Merting dated August 20, 2021
appointed M/8 T.R. CHADHA & CO LLF, Chartered
Accountants (Registration No.: ODSTILN/
N5S00O28), ag the Auditors of the Company from
the conclusion of the sald meeting to hold such
obfice for a period of three year 1l the conctusion
of the 25™ Annual General Meeting, to conduct
the audit for three financial years starting from
2021-22.

{xli) The Company vide Speclal Resotution passed by

the bers of the Company in its 22™ Annual
Genaral Meeting dated August 20, 2021 and in

Aboist Capits: 5F08 Pedk gihs R

aceordance with the provisions of Section 180
{1} {c) of the Companies Act, 2013 read with
relevant rules and alt other applicable provisians,
if any, increased the borrowing powaer of the
Company with a cap of ¥ 1200 creres (Rupess
Twelve Hundred crores only) outstanding at
any point of tima aver and above the aggregate
of the Paid-up Capltal of the Company and
its free seserves which shall exclude all
deposits recefved from Public, temporary loans
obtained by the Company from other banks In
the ordinary ceurse of its businese, and such
other exclusions as provided under the law on
such terma and canditlons as the Beard might
consider necessary and expediant in the best
interest of the Company.

{xiif} The Company had made certain allotments of

Equity Shares In the past and these allotments
were made to move than 48 Investors during
the Financlal Year 2004-2005, Thess allotments
{on a consolidated basis) were consldared not
in compliance with the then applicable laws
relating ta issuance and allotmant of sacurities.
The Company filed a compounding -uv__._nuno:
before the Matignal Company Law Trib

Chandigarh bench {(NCLT) an .....5- 2, uon"_. _":T
filed on July 5, 2021), for any o

itiw Approach ¥ Rap: F

SEEI, the Company has pald the settlement
fess of ¢ 5,80,000/- (Indlan Rupees Five Lakhs
Elghty Thousand Only) to SEB! on April 22,
2022, however tha dispasat arder of settlement
application fram SEB! is pending.

(xv)The Company at the Extracrdinary Geaneral

Meating hald on October 23, 2021 vide
speclal resolution approved and permitted
for Investment by MNon Resldent Indians and
Overgeas Cltlzen of india in the Equity shares of
tha Company on repatriatlon basis, subject to
the conditlon that the aggregats holdings shall
not exceed 24 % of the total paid up capital
of the Company, provided however that the
shareholding of each NR! or OCI in the Company
shall not exceed 5% of the total paid-up equity
share capital of the Company on a fully diluted
bacls on repatriation basis,

(xv) Insurance  Regutatory and  Development

Authority of india ("IRDAI) Issuved a show cause
notice (“SCN™) dated June 22, 2021 against the
Cempany for violation of certain provisions of
the IRDAI {Registration of Corporate Agents)
Regulations, 2015 ("CA Regulations®) in retation
toli teta information in the proposal forms

of tha threshold undertaken by the Campany
erronecusly and under a bona fide mistake,
and & settlement application before the SEBI
on September 2, 2021 (which was physically
submitted on September 8, 2021), voluntarity.
The Company pursuant to ks compounding
application fte¢d before NCLT recelved an
order fram the NCLT dated November 28, 2021
wherein the compounding fees of ¥ 8,00,000/-
{Indian Rupees Elght Lakhe} war levied by NCLT
agalnst ¢ 32,00,000/- {Indian Rupees Thirty-
Twe Lakhs) which was propogsed by Reglstrar of
Companles (Order numbar: NCLT/Chd/Reg/627).
The Company has pald the sald compounding
foas end e-Form INC 26 hag been flled with
raspect to order passed by NCLT with Ministry of
Corporate Affalrs. Wa have been informed that,

Date: May 12, 2022
pursuant to the settlement application before Place: New Delhi

p

and apgintment af untrained and unauthorised
parsans to bring general insurance business for
the Company. We have been informed that the
Campany has rasponded to the SCN on July
1%, 2021 pursuant to which the IRGA] lssued an
advisory letter dated April 18, 2022. We have
hgan further informed that the company vide
its letter dated May 02, 2022 has responded and
undertaken to IRDA that it will comply with the
advisories issued by IRDAL

For B Mathur & Co., Company Secretaries
Mr. Brijeshwar Gayat Mathur
{Partner)

FCS: F5734

COP Ho.: 5334

LUDIN: FOOST34D000312348
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ANNEXURE-] TQ FORM MR-3

Ta,

The Members,

Capital Small Finance Bank timitad
Midas Corporate Park, 3" Floor

37 G.T. Road, Jalandhar - 144001, Punjeb

Our

Sucratarial Audit Report for the Financial Year snded March 21, 2022, of swen dats, is to b read along

with this Lettar.

1

T

Date: May 12, 2022
Place: Hew Delhl

B4

It is the responsibility of the management of the Company to malntain secratarial records, devize
propar systems to snsure compliance with the provislons of atl epplicable laws and regulations and
to ensure that the systems ere adequate and aperate affactively. Cur respongibiiity is ta express an
oplnlon on thase secretarlal records, standards and procedures followed by the Company with respect
to secretarial complisnces.

Wa have followad the audit practices and processes as wars appropriate to obtain reasonable assurance
about the corractness of the contents of the Secretarial recarde, Tha varlfication was done on tast basis
to ensure that correct facts are reflected in secretarial records.

We balleve that audit evidence and Information obtalined from the Company’s management is adequate
and appropriate for us to provide a basis for our opinicn.

We have not verified the correctness and appropriateness of financial recards and Books of Accounts of
the compary.

The compliance of the previsions of corporate and other applicable lawe, rules, regulations, standards
is the responsibillty of managament. Our examination was limited to the verification of proceduras on
test basls. ¥

Wherever requirad, we have ocbtalned the managements represantation about the compliance of laws,
rules and regulations and happening of events etc.

Tha Secretarial Audit Report is neither an assurance as to the futurs viabillty of the Company nor of the
efficacy or effectivaness with which the mar has di d the affairs of the Company.

For 8 Mathwr & Co,, Company Secretaries
Mr, Brijeshwar Dayal Mathur

{Partner)

FCS5: FET34

COP Ho.: 5334

UDIN: FOUST340000312348
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Independent Auditor’s Report

Tha Board of Directors
Capltal Small Finance Bank Limited

REPORT ON THE AUDIT OF THE FINANCIAL
STATEMENTS
OPINION

responsibilities under thoss Standards are further
described n the ‘Auditor's Responsibilities for the
Audit of the Flnancial Statements” section of our
report. W are iIndepandent of the Bank in accordance
with the ‘Cads of Ethics’ issued by the Institute of
Chartered Accountants of Indla tagether with the
ethical require@mants that are relevant to our audit of

we have audited the panying Fl
Statemeants of CAPITAL SMALL FIMANCE BANK
LIMITED ("the Bank™), which comprise the Batance
sheet as at March 31, 2023, the Statement of Profit
and Loss and the Cash Flew Statament for the year
then ended, and notes to the Financial Stateamants,
Inchuding a summary of significant accounting
pelicies and other explanatory infermatlon (hereafter
referred to as the “ Financial Stataments™).

In our epinion and to the best of owr Informatlon
and mccarding to the sxplanatisns given to us, the
aforesaid Financial Staterments glve the Informatlon
required by the Banking Regulations Act, 1949
a8 well as Companies Act, 2012 {("the Act™) in the
manner so reguired and glva a truw and fair visw
in conformity with the Accounting Standards
prescribed under Section 133 of the Act read with
Comparles (Accounts) Rules, 2014 as amended and
other accounting principles generally sccepted in
India, of the state of affairs of the Bank ag at March
31, 2022, and profit, and its cash flows for the year
ended on that date

BASIS FOR OFINION

we conducted our audit of the Financial Statements
In sccordance with the Standards on Audlting {SAs),
an specified undar Section 143(10) of tha Act. Our

the fi fal statements under the provisions of the
Act and the Rules thereunder, and we have fulfilled
our cther ethical rasponsibllitles In accordance with
these requirernants and the Code of Ethics, wWe
beligve that the audit evidence we have obtained is
sufficient and approprlate to provide a basts for our
audit opinion.

EMPHASIS OF MATTER

We draw attentlon to Note 4.8 to the financial
statement, which dascribes that tha axtent to which
any new wave of COVID-18 impact the Bank’s results
is uncertaln as jt depends upan the future trajectory
of the pandemle,

Our opinion is not madified in respect of this matter,

KEY AUDIT MATTERS

Key audit mattess are those matters that, in our
professional fudgment, wers of most slgnificance in
our audit of the f ial stat & for tha fi ial
year ended March 31, 2022, These matters were
addressed in the context of our audit of the financial
statements as a whole, and in forming our opinlon
thereon, and we do not provide a separate opinfon
on these matters, For sach matcar below, our
description of how our audlt addresaed tha mattar /s
provided Tn that context.

We have determinad the ratters described below to be the key audit matters to be communicated inaur report,
- - ®

sr. ™

! Deserlption of KAM
ZO! @ uu - - L8
1 IdentMication of non-perh ing ad

and provisiening for ady

Auditor's Response

E3

ndg £l L r— -y
we consldered the Bank’s accounting pollcles for NPA

identification, and provisioning and g

Advances form a material portion of the WIith the IRAC nonms prescribed by the RB) read with the
Bank's assets, and the quality of the Bank's  RBL guidelines relating to COVID-19 Regulatory Packages,
loan portfoliv is measured in tesms of We tested the operating efisctiveness of the controls
the proportion of non-performityg assets  (including application and IT dependent controls, NPA
{HPAs) to the total loans and adh lon) for horrower wise classification of loans in
Identification, classification and provisloning  the respective asset classes viz,, standard, sub-standard,
of MPAs are governed by the prudentlal doubtful and loss with reference to thelr days-past-due
norms on Income Recognition and Asset (DPD) status (including consideration of the moratorium
Classification ("IRAC™) lssued by the Ressrve  on loans offered under the Regulatary Package).

Bank of India (RBI) which include rule-based g 115y considered the “SMA” reporte submitted by the
and Judgmental factors. Management I8 . v, the REI's (CRILC) and made inqulries of persannal
aleo required to make estimates of sUra®s, 1n b pank's credit and risk departments regarding
recoverabllity issues, and securlty erosion |, qjeateps of stress or the occurrence of apeclfic eventis)
in raspect of specific borrowers Or BroUpS o4 gopoy it o ather factots affecting the loan portiotio /
of borrowers, on account of specific factars o0 tar toan product category, that may affect NPA
that may affect euch borrewers/group. identification and/or provisloning,
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Independent Auditor’s Report

S

No. Description of KAM

Auditor’s Response

- e -
A material error or omission in the process of  We performed test of detalls on the provigloning made
HPA identification or provisioning may result  against respective asset classes as at balance gheet date,
in a rnaterlal misstatement of the financial and consistency of such provigioning with the Bank's
statements, and also potentially result in accounting policies and applicable regulatory provisloning
a non-compllance of applicable regulatory  requirements,
guidelines. In view of the significance of e made Inqulrles of management regarding any sffacts
this area 10 tha overall audit of financial considered on the NPA Idantification and / or provisioning,
staternents, it has been considered as a kay  rggulting from observations ralsed by the R8I during thelr

audlt matter,

annual inspection of the Bank'a cperations.

We performed analytical procedures which considered
bath financlal and non-financial purametars, in relation
te identification of NPAS and provisioning thare sgalnat.

We tested the erthrmetical accuracy of computation of
provislon for advancas.

2 7 sywtems and controls

Our audit procedures included the follewing, amang

The rellabillty and security of IT systems Othars:

playe a key rola In the businees operations of -
the Bank. Large volume of trarsactions are
pracassed daily, the IT controls are required
ta ensure that applications process data as
expected and that changes sre made in an
appropsate manner, These systems also
play & key rola in the financial accounting
and reporting process of the Bank,

Due to the parvasive nature and complexity
af the IT snvironment and considering
n_._nn n_._u_._nou In key processes have been

in t past, we have
ascertalngd aystemns and controls as a key
audit matter, *

Testing of IT genaral controla, application centrols and
IT dependent manuzl controls.

Tested the design and operating effecthvenass of
the Bank’s IT access controls over the information
systems that arg critical ta financial reporting.

We considered the control environmant relating to
various interfaces, fi ton and other applcati

=

cantrots identified as key ta our gudit,

In addition to the above, we tested the design and
operating effectiveness of certain automated controls
that were considered az key Internal controls over
financial reporting.

Where deficiencies were identifled, we tasted
compensating controls or performad alternate
procedures.

Informaation Qthar than the Financlal Statements
and Auditor's Raport Tharson

Tha Bank’s Board of Directars it rasponsibla for the
other informatlon. The other Informatlon comprises
the Director's Reportbut does notinclude the financial
statemants and cur auvdltor's report thereon. The
Director's Report is expected to be made available to
us aftar the date of this auditor's report,

Our opindon on the financial statements does not
cover the other Informatlon and we wil! not express
any form of assurance conclusion thareon.

in connactlon with our audlt of the financlal
statements, cur responslbility is to read the other
informatlan  [dentiflad sbove when It beacomes
available and, In doing se, considar whether
the other Information Is materfally Inconsistent
with the financlal statements or our knewledge
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obtained in the audit, or otherwise appears to be
materlally misstated.

When we read the Director's Report, if we conclude
that there is a material misstatement therain, we
are required o communicate the matter o Those
Charged with Governance,

Ry ibilitles of Manag and Those Charged
s..-n_. Governance for the Financial Statements

The Bank’s Baard of Directors iz responsible for
the matters stated in Section 134(5) of the Act
with respect to the preparation of these Financlal
Statements that give a true and fair view of the
financial positien, financial perfarmance, and cash
flows of the Bank in accordance with the accounting
princlples generally aczepted in India, Including
the Accounting Standards spacifiad under Saction
133 of the Act read with Rule 7 of the Companles

Abaut Capstal 5FB Ferformance  Strengths  Resp.

(Accounts) Rules, 2014 In s far as they apply to tha
Bank and provisions of Section 29 of the Banking
Regulation Act, 1948, and circulars, gufdelines and
directicns issued by Reserve Bank of Indla {"REIM
fram time to time. This responsibility alse includes
malntenanze of adequate accounting records In
accordance with the provisions of the Act and 8B\
Guidelines for safeguarding of the assets of the
Bank and for preventing and detecting frauvds and
other irregularities; selection and application of

approprlate zecounting policfes; making judg: ts
and awa_.:»umm :._»w ara reasonabtle and prudent;
and d ation and i of

adequate nznu-:u_ financial controls, that were
uuon»z:n effectively for o:w_.:._:n the accuracy and

I~ of the ing records, relsvant
to the preparation and _n_.mum:nmn_g of the fAnanclal
statement that give a true and fair view and are free
from material misstatemnent, whether due to fravd
ar erroer.

In preparing the Financial Statements, the Board
of Directors is respensible for ing the Bank's
abillty to continue as a going concern, disclosing,
as applicable, matters related to going cancern and
using tha going concern basis af accounting unless
management either intends to liguidate the Bank or
to cease operations, or has no realistic alternative
but to da sa.

Those Board aof Dlrectors are alse respansible for
overseqing the Bank's financial reporting process.

Auditor's Responsibllities for the Audit of the
Financlal Statamenta

Our gbjectives mare to cbtaln reasconable assurance
about whether the financlal stataments as a whole
are frea from meterial misstatement, whether dua
to fraud ar error, and ta issue an auditor's report
that Includes our apinlon. Reasonable assurance
i a high level of assurance, but is not a guarantee
that an audit conducted in accordance with SAs
will always detect a material misstatement when it
axlets. Misstatements can arise from fraud or error
and are considared materal if, Individually or in the
agprogate, they could reasonably be expected to
Influence tha economic declsions of users taken on
tha basls of these financlal statements.

Aspart of an avditin azcordance with SAs, we exercise
professional Judgment and maintain professional
akapticlsm throughout the sudit. We also:

¥ Identify and assess the risks of material
misstatemant of tha Flnancial Statements,
whather due to fraud or error, deglgn and perform
sudit procedures responsive to those csks,
and obtaln audit avidence that Is sufficient and
agprepriate to provide a basis for our opinion.

y Reparts  Fil |

Tha risk of not detecting a material misstatement
resutting from fraud la higher than for one resulting
from error, as __qu_._n may _3_2__6 no__:umo_._. forgery,
Iatentional o lans, misrep . or the
oﬁa._aon:an-q:nnno:c.or

# Qbtalnanunderstandingofinternal controlrelevant
to the audit in order to design audit precedures
that are appropriats in the circumstances, but not
for the purpoee of expressing an cpinion on the
sffectivaness of the Bank's internal control

LY

Evaluate the appropriateness aof asccountlng
polleles uwsed wand tha reasonshleness of
accounting estimates and related disclosures
made by management,

k]

Conelude on the appropriatensss of managemant's
use of the gaing concern basle of accounting and,
based on the audlt evidence abtalned, whether a
material uncertalnty exists ralated to events or
conditiona that may cast signiflcant doubt on the
Bank's abitity to continue as a golng concern, If
we conclude that a materlal uncertainty exfsts,
we are required to draw attention in our guditor’s
repart to the ralated disclosures in the Financial
Statements or, If such disclosuras are Inadequate,
to modify our oplnien. Our eencluaions are based
on the audit evidence obtalned up to the date
of our auditor's report. However, future events
or ¢aaditions may cause the Bank to cease to
continue as & going concarn,

£

Evaluate the overall pressntation, structure and
contant of the Financial Staternants, including the
disclosures, and whethar the Financlal Statementa
represent the underlylng trangactlons and avents
in a manner that achlavas falr presentatlon.

We cornmunicate with those charged with governance
regarding, among other matters, the plannad scope
and timing of the audit and significant audit findings,
including any significant deficlancias In Internal
control that we identify durlng cur audit.

We also provide thase charged with governanca with
a staternant that we have complied with raevant
ethical requirements regarding Independence, and
to communicate with them all relatlonships and
other matters that may reasenably be thought te
bear on our independence, and where applicable,
related safeguards,

From the matters cornmanicated with those chargad
with governance, we detarmine those matters that
were of most significance In the audit of the financial
statements of the current perfod and are tharefore,
the key audit matters. We describe these matters
in our auditor's report unless law or regulathon
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precludes public disclosure about the matter or
whan, in extremaly rare circumstances, we determine
that & matter should not be communicated in our
repert because the adverse consequences of doing
0 would reasonably be expected to outweigh the
publle Interest benefits of such communicatian,

Other Matters

The Financlal Statermnant for the corresponding year
ended 31° March 2021 was auditad by /s MSKC and
Assoclates, Chartered Accountants, then statutory
auditors of the bank, who expressed unmodified
oplnion on such financlal statement.

Our opinion Is not modifiad In this matter.

Report an Other Legal mnd Regul v Requi

The Salance Sheet and the Profit and Loss
Account have been drawn up in accordance
with the provisions of Section 28 of the
Banking Regulation Act, 1349 read with the
Companies {Accounting Standards) Rules, 2006
{as amended) speciflad under section 133 of
the Act, read with the Companies {Accounts)
Rules, 2014,

1.

R

88

Ag required by sub-section (3) of Section 30 of
the Banking Reguiation Act, 1949, we reportthatz

a)

b)

]

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

the transactions of the Bank, which have
come to our notice, have been within the
powers of the Bank;

The key oparations of the Bankare automated
with the key applications integrated ta the
core banking system, the audit Is carried
out centrally as all the necessary records
and data required for the purposes of our
audit are available therein. We have visited
20 branches for the purpose of our Audit
covering 38.70% of the gross advances as
on March 31, 2022, as required under the
relevant RBP Circular in this regard,

As required by section 143(3) of the act, we
report that:

a}

We have sought and obtained all the
infermation and explanations which to
the best of our knowledge end belief were
necessary for the purposes of our audit;

r:::& Report 2001-22

b}

)

d)

e)

)

In our oplnion, proper books of account as
required by law hava been kept by the Bank
5o far as it appears from our examination of
those books:

The Balance Sheet, the Profit and Loss
Account and the Cash Flow Statement
dealt with by this Report are in agréeemant
with the books of account;

In our opinion, the aforesaid financial
statements comply with the Accounting
Standards speclfied under Saction 133 of
the Act, read with Rule 7 of the Companies
(Accounts) Rules, 2014 to the extent thay
are not inconsiatant with thea accounting
palicles prescribed by RBI.

On the basis of the written representations
recelved from tha directors as on March
31, 2021 taken on record by the Board
of Directors, none of the directars are
disqualified as on March 31, 2022 from
being appointed as a directer in terms of
Saction 184 (2) of the Act.

With respect to the adequacy of the internal
financial controis with reference to financial
statementa of the Bank and the operating
effectiveness of such controls, refer to our
separate Report in “Annaxure A",

With respect to the other ratters to
be fncluded in the aAuditor's Repert in
accordance with Rule 11 of the Companies
(Audit and Auditors) Rules, 2014, in our
opinion and to the best of our information
and according to the explanations given
to us:

(i} The Bank does not have any material
pending litigations whfch would impact
its financial positian:

{l)- The Bank has made provision, as
required under the applicable law or
aceountlng  standards, for material
foreseeable losses, if any, on long-termn
coentracts. The Bank does not bhave
any derivative contracts as at March
31, 2022;

{iify thera has been no delay in transferring
amounts, reguired to be transferred, ta
the lnvestor Education and Protection
Fund by the Bank,

{iv) {a) The Management has represented
that, to the best of it's knowledge

(B}

and balief, ne funds {(which are
materlal elther individually or in
the appregate} have been advanced
or loaned or invested (either from
borrowed funds or share premium
or any other sources or kind of
funds) by the Bank to ar in any
other persons / entlties, Including
forelgn entities {Intermediaries’),
with the understanding, whether
recorded in writing or otherwlsa,
that the Intermediary shall,
whether directly or indirectly
lend or invest In other persons or
entities ldentiflad in any manner
whatsoever by or on behalf of the
Bank (“Ultimate Beneficiarles™) or
provide any guarantee, security
ar the ike on hehalf of tha
Ultimate Baneficlaries;

The Management has represented
that, to the best of it's knowledge
and belief, no funds {which are
material either individually or in the
aggragate) have been received by
the Bankfrom any persons/ entities,
including foreign entities (*Funding
Parties™), that the company
shall directly or indirectly, lend
or invest in other persons ar
antitles idantifled In any manner
whatsoever by or on behalf of
the Funding Party (“Ultimate
Beneficiaries™) or provide any
puarantee, security or the like on
behalfof the Ultimate Beneficlaries;

h}

Abaut Capital SFB Parformance  Strengtha  Responaible Approzeh  Statutory Reports  Financlal Statements

(¢} Based on the audit procedures
which we have considered
reasonable and appropriate in the
circumstances and according to
the information and axplanations
provided to us by the Management
in this regard, nothing has come to
our notice that has caused us to
believe that the representations
made by the Management under
sub-clause (a) and {b) above contalin
any material misstatement.

(v} The dividend declared ar paid by
the Company during the year s [n
accordance with Section 123 of
the Companies Act, 2013.

With respect to the other matters to be
includedintheAuditar'sReportinaccardancewith
thereguirementsafSection187(16)oftheAct,as
amended thaBankisabankingCompanyasdefined
underBankingRepulationAct, 1948 Accardingly,the
reguirementsprescribedunderSectionlS7ofthe
Act do not apply.

For TR Chadha & Co LLP
Chartered Accountants
Firm's Registration No,; DOBTLIN/ NSO0O028E

Hitesh Garg

Partner

Membership No.: 502855
UDIN: 22502856AIKMXG2014

Place: New Delhi
Date: 13t May 2022
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*ANNEXURE A" AS REFERRED TO IN PARAGRAPH 3(f} OF OUR REPORT OF EVEN DATE

Repart on the Intarnal Financial Controls undar
Clausa (i) of Sub-section 3 of Sectian 143 of the
Companles Act, 2012 (“the Act™)

Wea have audited the internal financial controls with
reference to financial statements of Capital Smalt
Finance Bank Limited (*the Bank™) as of 31 March
2022 in conjunction with our audit of the financial
statements of the Bank for the year ended on
that data.

nu:—uﬂ—-

The Bank's management Is responsible for
establlshing and malntaining internal financial
contrals with raference to financial statements
based on the intarnal controts over financlal reparting
criterla amtablished by the Bank considering the
ensenti! components of internal control statedinthe
Guldance Nots on Audlt of Internal Financfal Controls
over Flnancial Reparting igssued by The Institute
of Chartered Accountants of Indla {(JCAI. These
responsibllitles Include the design, implementation
and malntenance of adequate internal financial
controla that ware ocperating effectively for
encuring the orderly and efficient conduct of its
bustnase, Including adherence to Bank’s policies.
the safeguarding of Its assets, the prevention and
detectian of fragds and ervars, the accuracy and
completenass of the accounting records, and the
timely preparation of reliable financial information,
as required under the Act.

Auditors’ Reaponaibility

Our responsibility is to express an opinlon on the
Bank' Internal financlal controls with reference
to financial statements based on our audit. We
conducted our guditin accordance with the Guidance
Note on Audlt of Internal Flnancial Controts over
Financfal Repordng (the “Gulidance Note™) and the
Standards on Auditing, Issued by ICAI and deemed
to be prescribed under section 143(10} of the Act,
to the extent applicable to an audit of internal
financfal controls, both applicable to an audit of
intarnal Flnancial Controls and, both issued by
the ICAL Those Standards and the Guidance Mote
require that we comply with ethical requiremants
and plan and perform the audit to obtaln reasonable
assurance about whether adequata internal financial
controls with reference to financlal statements was
established and malntalned and if such controls
operated affectively in atl material respects.

r Ibility for Int 1 Fi 1al
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Our audit Inveives performing proceduras to abtaln
audlt evidance about the adeguacy of the Intarnal
financlal control system with ralerence te flnancial
statements and thair operating effactivensss. Cur
audlt of Internal financlal control with reference
to financlal statemants Included obtalnlng an
understanding &f Internal financial controt with
refarence ta financial statements, assssaing the risk
that a material weakness exlsts, and testing and
evaluating the design and cperating effectiveness
of internal control based on the assesssd risk,
The proceduras selected depend on tha suditor's
Judgement, Including the assecsment of the ricks of
matarlal misstatement of the financlal statements,
whathar due to fraud or errar,

We bellava that the audit svidence we have obtalned
is sufficient and mppropriate to pravide s basls for our
audit opinion on the Bank's Internat financlal controls
system with reference to financlal statemeants,

Msaning of Internal Financial Controls Over
Financlal Asporting

A Bank's internal financial control with reference to
financial statements Is a process desfgrnad to provide
reasonable assurance regarding the reliabillty of
financial reporting and the preparation of Ananclal
staternents for external purposes In accordance
with generally accepted accounting principles. A
Bank's internal financial control with raference to
financial statements includes those policies and
procedures that:

a) pertain 1o the malntenance of records that, In
reasanable detail, accuratety and fairly reflact
the transactions and dispositians of the ass#ts
of the bank;

b) provide reasonable agsurange that transactiong
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
authorizations of management and directors of
the company; and

c) piovide reasonable assurance regarding
prevention or timely detection of unauthorized
acquisition, use, or dispesitien of the company's
asgets that could have a materlal effect on the
financlal statements.

About Capital 5B Performance  Suengthe  Responnble dpprosch  Statutery fapors  Financlal Statemants

Inhurent Limitations of Internal Finencisl Controls
with reference ta financlal statamsnta

Because of the inherent limitations of internal
financial controls over financial reporting, including
the possibillty of collusion or improper management
override of controls, materfal 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 finzneial
staternents to future periods are subject to the risk
that tha Internal financial control with reference
to financial statements may become inadequats
because of changes in conditions, or that the degree
of compliance with the policies or procedures
may deterforate.

Opinion
In cur opinicn, to the best of gur Infarmatlion and
according to the explanations glven to us, the Bank
has, In all material respects, an adequate internal

financial controls system with refarence to financial
statements and such intevmal financial eontrols
with respect to fi Jal st s were operating
affectivaly as at 31 Warch 2022, based on the internal
controls over financlal reporting criteria established
by the Bank Idaring the tial comp t:
of Internal controls stated In the Guldance Nota on
Audit of Internel Financial Centrols ovar Financial
Reporting 1 d by the instiute of Chartered
Accountants of India..

For T R Chadha & Co LLP
Chartared Accduntants
Fleen Regn Mo, 006711N / NSDO0D28

Hitesh Garg
(Partner)
M, Mo. 0502956

Piace; New Dethi
Data: 13* May 2022
UDIN; 225029S5AIXMXQ2014
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Balance Sheet
as on March 31, 2022

[ ¥ in thousands)

Particulars Schedule March uu‘buﬂww Mageh Ek)nn&oh
CAPITAL & LIABILITIES 3

Capital - 1 340,441] 3,398,107
Reserves and Surplus ) o B KR Wm. u,w.mﬂa.. T a1esrey
Deposits a 6,.04,63,581;  5.22,10,700
Borrowings - | e 49,84,3001 51,67,200
Other Liabilities H:..u Provialons - 14 w.mw.mnmx_ 1m|um|w4_w
Total N - 715392138 £,37,12,382
ASSETS

Cash and Balances with Aeserve Bank of India & __ 38 mm muuh 7217237
“Balances With Banks and Monay at calt and Short Notice 7 L] mm 50,617 56,886,354
Investments B 13570827 1,0422,519
Advances . a a.mw.»m.me "3,72,68,860
Fixed Assats - 10 8,35,866 B,65.540
Other Assets o 11 584151 551,232
Total 7,15,38,212 6,37,12,302
Contingent Liabilities 12 4,56,217 3,62,508
Bills for Coliection - - -
m_m..._mnw:n _..p.m.nuc:nﬂ.m Policias and Notes forming part of the Financial 17218

Siatements

The schedules referred to above form an integral part of the Balance Shest. The Balance Sheet has been
prepared in conformity with Form A to the Third Schedule of the Banking Regulation Act, 1348,

AS per our report of even date

For TR Chadha & Ce. 1LLP  For n:n an um:n: of The Board of
Chartared A Ants L Small Finance Bank & Imited
FRH: Q08T1LN/NSO0028

Hitash Garg Sanit Singh Samas Dinash Gupta Gurpreet Slngh Chug
Partner Managing Director & Chief Executive Officar Directar Director
Mambership No.:502965  DIN: QQ4a77444 DIM: Q0475319 Dil: 01003380
Munish Jain Amit Sharma
Chtef Financlal Officer & Chief Operating Officer Company Secretary
Date : May 13, 2022 Date @ May 13, 2022 Mem. Mo, FC510388
Place : New Delhl Place ; Jalandhar
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Profit & Loss Account
for the year ended March 31, 2022

[ ¥ In thoussnds}
4

Partieulare hn.i&:—m !u?,«houquﬂ”nw“ n !n-lpﬂwm.”_wm“”
INCOME o

Intarest. Earned 13 57,82,177% 51,14,388
“other income N - - 14 541,853 4,58,333
Total S T 63,24,030" 55,727,721
EXPENDITURE - - - o

Interest Expended_ - B 15 32,28,361 31,728,278
“Oparating Expenses T - 18 18,62,528 17.28.588
Provistuns and Cantingencies (Refar Note 25 of Schedule 18) ) 5,06,451" 3,07,011
Totat - T 56,958,341 51,64,878
PROFIT

Met profit for the year e 6,25,683 4,07,843
Profit braught forward o 2 1162883 9.87.724
Totat 18.68,572 13,95,567
APBROPRIATIONS o

Transfar to Statutory Reserve 1 156,412 " 1.0L961
Transfer to Speclal Reserve ua“oh..mu 5,923
Transter to/{from) Revenue and Other Resarves 1, westment Reserve Account) 1328 _ @
Transfer to Revenue and Other Reserves (Investment Fluctuatlon Raserve) 16,5562 23,538
Dividend ’ NEIELR —
‘Balance carried over to Balance shagt - - - 18,70, uﬂ.w T m»;mlmml

. _ _ om 13,95,567
PER FHARE o 4
Ba 12.04
o::Bm:ﬁ o . 1188
Face value (%) _ N 10,00
Slgnlfizant Assounting Policies and Motes forming part of the Financial 17518 ¥
Stataments

The schedules referred to above form an Tntepral part of the Balance Sheet. Tha Batance Sheet has been
prepared in conformity with Form A to the Third Schedule of the Banking Regulation Act, 1843,

Az per our raport of sven date

For TR ¢hadha & Co, LLP  For and on behalf of The Board of
Chartered Accountants Capital Smazll Finance Sank Umited
FRN: 006T11N/NS00028

Hitesh Garg Sarvjit Singh Samra Dinash Gupta Gurpreet Singh Chug
Partner Managing Diractar & Chief Executhve Offfcer ector Diractor
Mambershlp Np.2E02955  DIN: (0477444 DIN: 00ATE313 DIN; 01003380
raunksh Jain Amit Sharma
Chief Flnancial Gtficer & Chief Operating Officer Company Secretary
Date ; May 13, 20622 Date : May 13, 2023 Mem. No. FCS10888
Place : New Celhi Place : Jalandhar
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Cash Flow Statement
for the year ended March 31, 2022

{ ¥ fn thousands)
Your ended Yeur andady
Paticuluca March 33,3022 Mayeh u...uo.»uw
CASH FLOYW FROM CPERATING ACTIITIES:
‘Nel Profit before Taxes o N 8,344,893 5,37,368
AdjustmentForr 00 =
prciation Charge on Fixed Assets _ ¥ _1,61,180" 1,64,824
Loan Loss Provigion — H 2.87,247 irrase
(Profit)/Loss on Sale of Fixed Assets - R 57* _ue
Employee Stock Oﬂﬂg E: 38,350 un.uhn
prociation on Mvestments —_ _ (245} 245
1 13,31,482" 902,128
Adjustment For: I S
(increase} in Term Deposits with other Banks 1 omar] T {isesm
(rcrease) in i _ _ 1 _(144728 {16,04.028)
{incraase} In Advances T 93, uq% {43,74,216)
Increase ln Depasits 1 ___82,52891] T1 44,467
Qncresse)/Decreaze n ‘Other Azsats Auwh.umw ar,024
{Decrease}/Increase tn 09! Labfticies & Provisions {26,350) 2.82.000
_ {18,80,60%) 1B,7L,766
Direct Taxes vnmmnl_..mn af refurnds) {2,07,899) 1,28 5TE)
NET CASH FLOW FROM OPERATING ACTIVITIES {21.07,407), 1743181
CASH FLOW FROM/ (USED IN) INVESTING ACTIVITIES i
Purchase uf Fixed Assets _(1,34.535) (1.28.261)
Pi de from Sale of Fived Assets 3,392 5,051
NET CASH FLOW (USED IN) INVESTING ACTIVITIES {1,31,543) (1,24,210}
CASH FLOW FROM FINANCING AGTIVITIES — —
Nzt Froceeds from eguity sharas lssued under prefarantial sliotmant on private 13,079 10,140
placerent basls / ESOP allstmant o o - - .
Net proceeds from the new ew issue of Unsecured Radesmabla Non-Cenvartible Bands/ 2,286,200 3,14,000
(Redemptivn of Bonds) - . I o
Met Increase/{Decrease) in mn.‘qui__..nm____mo::a:no — _— t (14,059,100} 16,44.000
Dividend Payment 1 (27.202) -
NET n»m@ FLOW FROMY (USED IN) FINANCING ACTIVITIES {11.57.027) 15,£8,140
Net Incrasss / (Decreass} I Cash & Cash Equivalants (34,35,977) 25,087,111
Cash & Cash Equivalants in 5- h-n_:aan of tha year Jaa12vet 38,24,164
Casgh & Cash Eq st the £nd of the yaar 35,75,298, 74,11,275
HOTES:

1. Theabove Cash Flow Statemant has been prepared under the indirect method as set out In Accounting Standard
3 on Cash Flow Statemanta specified under Section 133 of the Companles Act, 2013 read with Ruta 7 of the
Companies {Accounts) Rutes, 2014 and the Companies (Accounting Standards) amendment Rules, 2016,

2. Fighaes in brackeats indicate cash outflow

As per our repart of gvan date
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Schedules forming part of the Financial Statements

as on March 31, 2022

SCHEDULE - 1 CAPITAL

{® ki thousands)

p = am A on Ao

_H”.M:_na - N - Wrch 31, 2022 Mageh 31,2021

authorlsed Capital . 5,00,000 5,000,000

5,00, 00,000 equity shares af Rs. Hon-nr E R .

‘ssued, Subscribed and Paid-up Capitat ] o

3,80,44,091 equity shares fssusd of Rs, 10 sach fully pald-up (Previous year 2,40,441 3,28.107

3,33,10,8581 equity shares of Rs, 10 each) ¥

Totat - o 8 3,40,441 3,395,107

SCHEDULE 2 - RESERVES AND SURPLUS

[ ¥ in thousands)
oy - 0w - ¥

Particutary Murch up.wnaw" ugrsh ur_wvm,n

I.  Stattory nl-s_i- : .

" TOpenlng Batance - - - - 573,184 471223
Additions during the year 156427 1,061,961
Deductions dusing the year - = | - -
ol 7,29,608 5,73,184

L. nutmnnn Rezarve
Opening Datanca “_.m\m 159
Addftions during the ysar - -
Deductions during the year - -
ol | T 7 159 159

M. Special Roserve -

Opaning Bat . 18,376 T11453

Additlons during the year _ _ _ . ls042 8,823

Ducuctions dusing tha year _ “u -

Total 35,418 18,376
¥, Share Premium __

" 7 "Opening Balancs 22,0685 _ 21,85,880
Additions during the yasr N o . 27,033 20,965
Duduetions durlng Lha year T - -
Toral 72,331,884 22,048,855

v, n!.__-:.._l n:n Dz._-a we-:_inll. .

Opening Balanes ubﬂ.ubn 73279
)nn_n_o...ﬂ.m.n_._.._.m.n the yaar 55,044 46,059
" Deductions during the year T s (21,888)

T Total T 1,47.092 107340

vl Satance In Profit & Loss Account 16,790,211 1262883
Grand Total ABAT,2T4 £1,68,797
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SCHEDULE 2 - DEFOSITS

Particulars
Al om_..ﬁsa|| Deposits

A& on
March 31, 2032

{ ¥ in thousands)

Aavog
March 31, 20312

i} #rom Banks 21 847
il From others - 23,280,657 20,72,018
1 _Saving Bank Depoalta_ - 2,31,85032 _ 1,8,51,882
”_H Term mmﬂ.o-."m - - -
[} Frorn Banks 8,089,361 SL5.an8
3... From others u.sm.-owﬂulunﬂ. 3,07.168,809
Total (11431} 6,04,63,591: 5,22,10,700
B | Dapashs of branches In _-—&t 6,04,63,591 5.22,10,700
U _Deposits of brancha i 2 R
._.oE §.04,63,631 6.22,10,700
SCHEDULE 4 - BORROWINGS
ﬁa in thousmnedy)
Particulars Margh uw.)uuﬂM” —-ha.mb_k.”uﬂ“”
L Borowings in Indla .-. » o
i} Resarve Bank of Indla P - -
W Other Banka __ o g -
M) Othar Institutions and Agenclax — 28,38,500; 42.46,000
W) Mﬂwini#w—_waﬂn Redsamable Non-Convertible Ronds (Subordinated dabt - Tier 1l uﬂ.mﬂ.bsm 15,31 200
4 [
v} Hybrid Debt nn.osﬁ. fnstrumant {ssuad as Dabantures - - mnllnu.«om.ogm u.wm..q.lco
Il. Borrowings cutside Indla - -
Total (b+11) 49,84,300 §1,67.200
Securad Barrowings Included In ) & Ii above 26.36,900x 42.46,000
SCHEDULE 5 - OTHER LIABILITIES AND PROVISIONS
{# In thousandz)
Ap on “Tas on
Farticulars March 31, 2027 Margh 31,2031
L Bilix Payabls T 305,769 4,18,056
f irter-otfice adfustmants (vat) - T Taem, :
HL. intarest accrued SE,5144 53,591
. Provision an taxes (net of taxes paid in advance/TOS) _ 28,085 -
. Dthers (ncluding provisions) - - o _ 2soa7d _Ti7ea1s
V1. Contingent p ian ag: dard asasts P 2,084,040 1,74,812
Totat #,33,508 8,280,578
SCHEDULE € - CASH AND BALANCE WITH RESERVE BANK OF INDIA
(tin o)
Particulars arch u..}»ﬁg " Mareh «rWoum..m
I Cash in hand (including Cash a1 ATM) % 578611
Il alance with Reserve Bank of indls < . o
2 In current accounts - I| || 2517380 19,17,626
B) [n othar accounts 4,70,000 47,20,000
Tout(+a) 20,30,049 7217237
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SCHEDULE 7 - BALANCE WITH BAKKS AND MONEY AT CALL & SHORT NOTICE

L
.%!zn..;unu
T m o m
L InIndia
N Hatance with Hanks

{ ¥ in thousand)

Abor At O,

March 31, 1022 4 Mareh 31, 2920

a) in curient account u.uw.u&luun _ u.-m.il_-.ole
5)_ln ather £2,15268 54,592,556
) BMoney at np_._ l:m u.nSﬂunnn _ _
) With Banks - -
E|?l!§:ag- - - -
Tewtqy - 65,50,617" 56.,86,994
W Outside india ~
a in Current accounts I _ - -
b} In other nmbon.n naon_._:u- q - -
£) Money at catl and chert netice w2 -
2 -y -
Grand Total (+1) €5,50,617; 56,665,994
SCHEDULE 8 ~INVESTMENTS
o - { ¥ Ia thousanes)
F) T A - = ke T asen "t 0
e - o o MMCAILIOT Py,
1 brwvestments in Indlz in _
B Government wnnimaoln. _ —_— ».uu.uthuu 1,71,07,360
) Other approved . -
Wy shaee T 1 1sa0a 15404
v} Debentures and Bonds =i -
Y Sabsidiaries andjor olnt ventures - T
vi) Cthars o - -
Tatal (1) 1,38,70,827 1.21,21,784
n _:¢Inn=‘:ﬂ- guide IndiaIn L
- n “Government securitias ﬁ:n—:nq:u Loeal _)..H._.N‘_I___N& - - ..w -
_a SubaTdiaries andfor joint venturas 3 abroad T - T
__a Other Investmants % .m .
Total (i} - -
Grand Total (1+17) - 1,35,70,607 121,923,784
Il Grass value &.Ewn_ﬂm:»u _ nlm.i.ua.qd.ouql 1,21,22,764
" Pravision for Depreciation -7 T sy

Net value of Investmants

i 13570827 131,22.519
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SCHEDULE 5 - ADVANCES

{ ¥in thevsands)
¥

Partfcularn March ur.wwwn March urbu-n"m...
A i} Bills Purchased and Discounted o == -
it Cash Credita, Qverdrakts and Loans Repayable on Demand 2,30,48,856 1,84,38,518
M) Term Loans 2,72,89116%  1,78,30,344
Tatal T T 4gsaso0z. 37268860

B i} Swcursd by Tangible Assers 4, wu mﬂ.....wul 1,62,01,282
__li) Coversd by Bank / m.w,.-.._...s-:» Guarsntees c 72, uaﬂm T e 130,907
i) Ungacured 1.16, qaun 197,671
Total 5 4,53,48,002 3,72,68,860

€ b Advancesinindla ~ B T L s .
Q) Priority Sactor (Reter Note 4.2 of Schedule 18) 322886030 T2,55,77,631

M Public Sector - -

iif} Banks . Uu -

) Other L . 1,40,48,389 1,18.91,229

Tatal (i) b 4.6348,002¢ 372,688,080

_ I _Advancas outaids India

)] Dus from Banks - -

_ M _Oua trom Others - = -
- ») 6Bl Purchasad & Discountad iy -
) Syndicatad Laans o . = - —_—

&) Cthars - -

TTatal (1) — -
Grand Tatal J+H) 4,63,48,002 3,77,68,860

SCHEDULE 10 - FIXED ASSETS

_ tEin Euau:u&-
Farticutars March E.MM““ March uu._wwmwm
I, Pramisas .
AL CORE wa &N 31% :-.,6-” of the uanm&:nuwoﬁ _ m&.m@“r 84,624
Additions during the yesr 43,117 -
Deductions during the year F -
Total - 107,842 64,624
Dapraciation e P
As wt 31% March of the preceding year 8 .w -
Charge for the year & 123 -
Totat 733+ -
Het Bleck | o 1,065,818 44,624
il, Dthar Fixed Assata {including furni & i %) 3
At cowt ad an 31% March of the preceding year - tea6i6id 1830827
Additfone durlng the year 91817 1,298,261
Deductions during the year (9,283) {13,727}
Totai _ _ 17,286,895 16,568,161
Depraclation ® _
AB &t 31% March of the preceding year 8,45,145¢ 4,088,013
Charge for the year - = 160,437, 1,64,824
Reversed on sale s (5,835) {0,892}
Tatal - - 9,990,747 5,495,145
Mat Block [ _ » 7.20,548 B8,01,018
Total (I & H) 5,735,885 B.55,540
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SCHEDULE 11 - OTHER ASSETS

. (#in chousands)
- L]
““”_ﬁ:Eﬂ. JE——— e‘ Mmrch 31, )M.GM“ :nam—urmh»ww““
I inter-ofiice adjustmants (nat) -
U Interest scciued B 3,91,635 4,07,867
Ml Taxes paid in advance/T0S {rwt of ngﬁa for taxes) & -5 15,684
Iv Statonary AStamps T _ ek 2,908
V _Mon-banking assets fred In sstisfaction of clalms - -
" Others (includes %uo-_: ‘Baced with SIDBY & NABARD on account af sharfatl In 1,88,078" 124,762
priority sectar target amaunting ta Re. 3400 (Thousands) as on Manch 31, 2022 & ”
NIL 2% on March 31, 2021}
Tatal 5,844,151 5.51,232
SCHEDULE 12 - CONTINGENT LIABILITIES
{ 20 thousands)
R AR AL Rl L3 e Ll -lllll..ﬂ Il -  p
Farticulars J— - v Marchap, 2091 Maggh unr_uﬁ
| Claims againgt the Bank nat nnraoi_.onnon s nmuﬂm T -
L .muga__ for partly u-_m.._.-ﬂ-.n.:o:nn Ut T i - -
I LlabTty on account of cutatanding ! forward exchange contracts - - -
v Guarantaes gven on bahalf of 33«_85: _ e o
{a) In Indin 3,70:481 3,27.140
ﬁs Outside Indla L -z -
v d and sther obligations _ 1343 13360
v G.n_.—mq _nn:.-a for which Bank is contingentty lable. B u.lm.“m...sm.w 43,208
Total T 4.56,217° 383,508
SCHEDULE 13 - INTEREST EARNED
[ & in thousanag)
‘Iiﬂ-—m'\. AT E !EE b STl u Year pndvd Yaar .&Nﬂ
] nan Manhal 2077 Magh L2830
1 i on ad /bills 43,73.005. 37.,24.313
Il lncome on Investrmants 8,60,235 846,810
I_intsrast on batanes with Rasarve Bank of india and intar-bank funds s 548,880 542,286
IV Dthars ) 47 -
Tatal bl B7A3177 &1,24,3A8

SCHEDULE 14 ~ OTHER INCOME
[ 2 in thousande)

L~ b - [y ™
.h!‘mn.._pa . . - t!u__owqrmmumu :!M_...wﬂ_ummp
1 Comm hange and brokerage 8 426341 2,905,523
1l Profit on eale of Investments (Net) 22,500 23,093
Wl Profiti{Loss} on revaluation of & New - ‘2as” (248)
™ Profit/{Loss) on sats of tand, bullding & other assets (Net) . G 16
v l_umm.amus mun_.i:a.- Tranzactions (Het) mﬂl.huwn _ 0,760
V1 Income ewmed by wey of dividends stg. - _ -
VIl Miscullanscus Income - 5 58,336"  ‘seame
"~ Total T 561,857 4,585,933
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SCHEDULE 15 « INTEREST EXPENDED

{ ¥ in thousands)

Particutars Murch 93 2052 March 35, 3031
| wnterest on Deposits 28,54,207s 2783139
I brterest on Resarva Bank of Indlaf Intes-Bank Borrowings a 12268 20,031
I Othars 3,73,828 3,25,108

Total 32,23,361 21,28,278
SCHEDULE 16 - OPERATING EXPENSES

(em

Particulars :n-qﬂ.onuq-.!.u““ = iﬁﬂlu.l_n.caum»v&
I_Pay to and provisions for employ 10,665,603, 9,04,305
Il Rant,Taxas and _Lh—._g n.mw.smv 2,568,649
W Printing and Statonary .m7 T n987
v Adverd v and F ky - T — 3,807 1,757
vV Depreciation on Bani's propery v _ L8L180 164,024
Vi Dl Fees, All & Exp 48504 R
VH Auditors Fees and Exp Lz amso
VHI Law charges N 50
IX Postage, Telegrams, Tetephonas ate. 32,898 38586
% Repairs and Mafntenance 76,300 61,380
X Insurance - 52,807 70,718
XNl Cther sxpenditure - 2,43,529" "2,09,143

Totsl 19,62,529° 17,319,589

SCHEDULE 17; SIGNIFICANT ACCOUNTING POLICIES APPENDED TO AND FORMING PART OF THE
FINANCIAL STATEMENTS FOR THE YEAR ENDED MARCH 31, 2022

i

CORPORATE INFORMATION

Capital Sma!l Finance Bank Limftad ("the Bank™) a banking company Incorporated under Tha Companles
Act, 1956, is engaged in providing s wide range of banking and fi lal sarvicas Including retail &
commercial banking and treasury operations, The Bank is governed by the Banking Regulation Act, 1949,
The name of the Bank has bean included In the Secand Scheduls to the Reserve Bank of india Act, 1934
vide Reserve Bank of Indla (*the RBI" or "REN'} notification dated February 16, 3017. The Bank operates in
India and does nat have any branch cutsids lndia.

BASIS OF PREFARATION

Tha accompanying financlzl statemeants have beaen prepared under tha historlcal cost convention
and on accrual basis except where otherwise stated, and In compllance with the generally accepted
accounting principlas in India{*Indlan GAAP") and fn accordance with statutery requirements prescribed
under the Banking Regulation Act 1848, circulars and guidelines issued by the RBI from time to time
(RBI guidelines), Accounting Standards raferred to in Section 133 of tha Companies Act, 2013 (the Act)
read with Rule 7 of the Companles {Accounts) Rules, 2014 and the Companies {Accounting Standards)
Amandment rules, 2016 to the sxtent appilcable and practices prevailing within the banklng industry
In India, The financlal statemants are prasented In indian Rupees rounded off to the nesrast thousands
unlass otherwise stated,

USE OF ESTIMATES

The preparation of financial statemants In confarmity with indian GAAP requires management ta make
astl and ptiong consldered In tha reported amounts of assets and Labilities (Including
contingent Liabilities) and tha reported incomne and expenses during the year. The managemant Saliaves
that the estimates used in preparation of financial statements are prudant and reascnable. Actual
results could differ from estimates and the differences between the actual results and the estimates
are recognized prospectively In the year In which the rasults are known/ materlalized.
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PROPERTY, PLANT AND EQUIPMENT AND DEPRECIATION

4.1 Fixacd assets are stated &t coat, net of accumulated depreclation and accumulated impairment if
any. The cast of an asest comprises its purchase prics and any cost diractly attributable te bringing
the asset to its worklng conditlon and location for its intended use. Subsequent expenditure on
fixed assets after ts purchase i capitatized only if such expenditure results in an increase in the
future berefits from such nssat beyond its previously acsessed standard of performance,

4.2 Depreclably amount for assets Is the cost of an asset, or other amount substituted for cost, less its
estimated rexidual value. Depreciation on tangible fixad assats has been provided on the straight-
lina method as per the usedul lifs prescribed in Schedule Il to the Companies Act, 2012, Leasehold
improvements are emariized over the duration of the primary lease period or useful life whichever
is less,

4.3 Intangible assets are amortized on a straight line basiz over thelr estimated useful life. The
amortization period is reviewed at the and of each financlal year and the amartizatlon perlod is
revised to raflect the changed pattern, if any,

4.4 The rates of depraclation for key flxed nssets, which are not lower than the rates, caiculated on the
basis of the useful Lfe spacifiad In the Schedula il of the Companies Act 2013, Is as fallows:

W
AsEat Depreciation rata’

o - - B annums
Computers 313
Mobile Phones _ - "33
Cash Sorting Machines - o T T Hasw
and Davel Expendin 20%

4.5 All ather Assets are depreclated an the rates, calculated an the basis of useful Ufe specifed in the
Schedute Il of the Companles Act 2013, as detailed below:

e T Lt
Plant and Mackinery including Offies Equipment 6.33%
Furniure & Fixtors — TooTm T 8.50%
Mutor Car - - 1180%
Two Wheeler 9.50%
Cycle 5.50%

4.& Asgets purchased/sold during the year are depreciated an a pro-rata basls.

87 An tem of fixed assets Is derecognized on disposal or when no future econcmic benefits are
expectad from its use or dispeaal. The gain or loss arising on de-recognition I3 recognized in the
Profit and Loss account.

4.8 Gains or losses arising from disposal or retirement of tangible fixed assats are measured as the
difference between the net disposal proceeds and the carrying amcunt of tha asset and are
recognized on net basis, within “Other Income” as Profit/(Loss) on sate of fixed ascety, as the case
maybe, [n the Profit and Loss agcount in the year of disposal or retirement.

4.9 in case of the Bank, assets individually costing up to ¥ 5,000/~ are depreclated fully in the year of

acquisition, Further, prefit on sate of premisss by the Bank is appropriated to capltal resarve, net of
transfar ta Statutary Reserve and taxes, in accordance with k81 guidelines,
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5 IMPAIRMENT OF ASSETS

The carrying amount of fixed assets is reviewed at the Balance Sheat date to determine if there are
any Indications of impairment based on internal / external factors, In case of impaired assets, the
impalrment loss i.e. the amount by which the carrying amount of the asset exceeds Its recoverable
valire is charged to the Profit and Loas account to the extent the carrying amount of assets exceeds Its
estimated recoverable amount.

& INVESTMENTS
Clasgification and valuation of the Bank’s Investments are carried out ln accordance with Ral guidelines

which arae as follows:
6.1 Cutegorization of | .

!

Tha Bank classifies its investment at the tfme of purchase into ona of the following thres categories;

< Hald to Maturlty (HTM) - Securitiss acguired with the intention te hold tilt marurity.
~ Hatd for Trading (HF T} = Securltles acquired with the intantlon to trade.
» Availabia for Sala (AFS) — Sacurlties which da not fali within tha above two categories.

6.2 Classification of Investments
For the purpose of disel ¢ In the Balance Sheet, investments In india are classiffed under six
groups viz., (i} Government Securities, (i) Other Approved Securities, (iii) Shares, () Debentures
and Bonds, (v} Investrments in Subsidiaries and Joint Ventures and (v) Other investments,

Investmants outside India are classiied under three groups viz., {() Gavernment Securitles {Inctuding
local authorities), (i} Subsidiaries sndfor Joint Ventures abroad and {jiiy Other Investments.

4.3 Acguisition cost

6.3.1  Brokerage, commisslen, etc. pertalning to Investmants, pald at the tima of acquishtion is
charged to tha Profit and Loss account.

8.2.2 Cast of investmants is computed based on the welghted average cost method.

6.4 Valuation of Invastments
6.4.1  Held to Maturity ~ Each security In this category is carrled at its acquisition cost or
amartized cost, Any premium on acquisiticn of the securlty is amortized over the balance
period to maturlty. The amartized amount is classified under Interest earnad - Inceme
on investments (Item I} of Schedula 13). The book valua of the security Is raduced to thae
extent of ameunt amaortized during the relevant accounting period. Ciminution, other than
temparary, ia determined and provided for each Investment indivicually,

642 Hetd for Trading = Securities are valued scrip-wise and depreciation / appraclation is
aggregated for sach classification. Net appreciation in aach classificatlon Is Ignored, while
net depreciatdon s pravided for.

6.4.3  Available for Sale = Securities are valuad scrip-wise and depreciation f appreciation is
aggregated for sach classification, Net appeeciation In each classification, Is ignored, while
net depraciation Is provided for.

6.4.4 Market value of gavernment securities (excluding treasury bills) is detersmined on the basic

of the prices / YTM declared by Primary Dealers Assocfation of India {PDAI) Jointly with
Financial Benchimark India Frivate Llmited {FEIL}.
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6.4.5 Treasury bills are valued at carrylng cast, which Inctudes diecount amaortized over the
period to maturity.

646  Unguoted equlty shares are valued at the break-up value, If latest bal sheetis
or at ¥1 as per the RBI guldelines.

6.4.7 Sacurity purchase and sale transactions are recorded under Settlement Date mathod
of accounting.

€4.8  Provision for non=parferming Investments ls mada in confermity with RE| guidetines.

6.4.9  Profit in respect of invastrnents sold from HTM category I8 Included in the Profit on Sals
of Investments and an equivalent amount (net of taxes, If any, and net of transfar to
Statutory Reserves as applicable to such profits) Is approgriated from the Profit and Loss
Appropriatlon accoynt to Capital Reserve acoount.

8.4.10 In the event, provialena created on accaunt of depreclation in the AFS or HFT categories
are found to be Jn excass of the required amount fh sny year, the excess |s credited to
the Frofit and Loss \t and an equivalent amount {net of taxes, if any, and net of
transfer to Statutory Reserves s applicable to such excets provisions) is sppropriated to
an Investment Regarve Accaunt (IRAY. The balance In IRA eccsunt is used to mest provigion
on accaunt of dapreclation in AFS and HFT categories by transferring an equivalent amount
to the Profit and Less Appropriation account an and when required.

6.4.11 Units of the schame of Mutual Funds are valued at the lower of cost and Net asset value
{MAVY provided by the respective schemes of Mutual Funds.

6.4.12 In accordance with the RBI guidelines, repurchase and reverse repurchass transactlons
in governmant sacurities and corporate debt securities are reflected as borrowing and
lending transactions respectively.

6.4.12 Borrowing cost on repo transactions Is ed for as i p and re on
reversa repo transactions is accounted for s Interest income.

6.8 Broken pericd Intarest
Broken period Interest on dabt Instruments Is treated as & Revenue item.

6.8 Tranzfar of Security betwean Cateporias

Transfer of Securitles from one category to snothar is carrled out as per the RBI guldelines at
acquisition cost or baok valte or market value, whichever Is lower on the date of transfar and the
depreciaticn, if any, on such transfer is fully provided for.

ADVAMCES

7.1 Advances are classified as per the RBI Into standard, sub-standard, doubtful and loss
assets. Advances are stated net of specific loan loss provislon.

7.2 Specific provislons for nen-performing advances and floating provisions are mads In conformity
with the RBI guldslines,

1.2 In additdon, tha Bank considers accelarated previsloning based on past experience, svaluation of
securities and other related factors.
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7.4 Previsions on Standard Assets are made @ 0.40% of the cutstanding advances. Further, as paf the
R guidelines, the standard assst provisionlng on Individual housing loans foned on and aftar
June T, 2017, i made @ 0.25%. However, provision for banks direct advances to agriculiure mnd
SME sectors is made @ 0.25%, medium enterprisas sector is made @ 0.4%, commarcial real astate
sector is mada @ 1% and housing icans at teaser rates @ 2% in pursuance to the RBI circulars issued
fram time to timea. Further the same s shown under the head 'Other Liabillties and Provisions'.

7.5 Amounts recovered during the year against bad debts written off In earlier years are credited to tha
Profit and Loss sccount.

T Provision no longer cansiderad necesaary in the context of the current status of the barrowsr as
a performing asget, are written back to the Profit and Loss account to the extent such provisions
ware chazrged to the Profit and Loss account.

7.7 The Bank cangiders a restructured account ag one where tha Bank, far economle or Lagal reascns
relating to the borrower's financlal difficulty, grants to tha borrower concensions that the Bank
would not otherwise conzidar, Restructuring would normatly involve modifieation of terms of
the advance / securities, which would genarally include, armang others, alteration of repayment
pericd / repayeble ameunt / tha amaunt of instalments f rate of interast {due to reasons other
than non._umanz.o reanans), Restructured accounts are classified as such by the Bank only upon

pl tation of the restructuring package. Necessary provisfon for diminution In
v_... fair .___n—_._o of a restructured account is made and ¢lassification thereof is as par the extant RBJ
guidelnas. Restructuring of an account is done at a borrower level.

7.8 The Bank enters Into transactions for the sale/purchase of Priority Sector Lending Certificates
{PSLCe) through the RBI platform. There is no tranafer of risks or loan assets. Tha fea received for
the sals of PSLCS I8 recorded as ‘Miscellanecus Incoma”,

B NET PROFITS
The Net Profits have baen arrived at after:

» Provisi for i Tax In dance with the statutory requirements,
« Provislons on Advances

= Adjustmaents to the value of investmants

% Other usual and necessary provisions.

9 REVENUE RECOGNITION
Incoma s accounted on Acgrual basis except in the following cases:

# Income on Non-Perfarming Assets ls recognized oa realization basis as per the REI guldelines.

# Interest which remalng overdua for 90 days on securlties not covered by Governmant Guarantee is
recagnited on realization basis as per RBI guidelines.

* Commission (other than an Deferrad Payment Guarantees and Government Transactions), Exchange

and Brokerage are recognized on reallzatlon basis. Ho , C jon, Exchange and Brokerage on
lean acequnts is recognlzed as and when charged to the borrower account,

= Interest on Gverdue Bills [y ized on Realization Basls as per the REI guidelinas.
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10 EMPLOYEE BENEFITS
10.1Provident Fund: As par the statute, cantributlon towards provident fund for certain smployees |s
made to the regulatory authorities, whare the Bank has na further obligations, Such benefits are
classitied as Cefinad Contribution Schemas as the Bank does not carry any further obligations,
apart from the contributions made on a monthly basis,

10.2Gratufty: Every amployes Is entitled to a benefit eaquivalent to 15 days' salary last drawn for each
completed year of service In line with the Payment of Gratuty Act, 1972, The same T payable at
the time of separation from the Bank or retirement, whichever is earliar. Tha benefits vest sfter five
years of continuous service,

The Gratulty scheme of the Bank is a defined benefit schame and the expense for the period ia
recognized on the basls of actuarial valuation at the Balance Sheet data. The present value of
the obligation under such benafit plan is determined based on independent actuarfal valuation
using the Projactad Unit Credit Method which recognizas each period of service that glvas rise to
addltfonal unit of employess banefit entitiament and measures aach unit separately to bulld up the
final cbllgaticn. Actuarial | / gains are gnized In the Profit ang Loss Account In the year
in which Chey arise. Payment obligations under the Groyp Gratuity scheme are managed through a
fund malneained by ICIC] Prudentiat Lifa Insurance under separate Trust et up by the Bank,

10.3Compenaated absences: Provision for compensated absences is made on the basls of actuarial
valuatlon es at the Balance Sheet data, The actuarial valuatian is carcied out using the Projected
Unit Credit Mathod.,

10.45h: based ts: The meas ¢ and disclogure of Employes Stock Cptione offerad by

the Bank is nu unq the Guidance Note on A ing for Employee Share~-based Paymente Issued by
the Institute of Chartered Accountants of Indfa.

The cost of equity-settied transactions for stock options granted after the perlod ending March 31,
2021 is measured using the fair value method and far stock options granted prior to such period, is
measured uging the Intrinsic value mathod, The costs ara racognized, together with a corresponding
Increase in tha ‘Stock cptions gutstanding account’ under Schedule 2- Ravenue & Cthar Reserves
Accouat, The cumulative @xpanse recognizad for equity-cettisd transactions at each reporting date
until the vasting date reflects the extent to which the vesting perfed has explred and the Bank’s
best estimate of the number of equity Ingtruments that will vltimately vest. The expense or credit

recognized In the st t of profit and lons for a perled rep s the in laty
expensa recognized as at the beginning and end of that pericd and is recognized in amployee
tenefits expanse.

10.5The Code on Soclul Security, 2020: relating to employes benefits during employmant and post-
amployrnant benefits has racelved Presidentlat assent [n Septerber 2020. The Code has been
published in the Gazetie of Ingla. However, the date on which the Code will come into effect has
not been notified.

13 LEASE

11.ALease arrangements where risk and rewards incidental to ownarship of an agzats substantially vest
with the lessor are recagnized as operating lwasas.

11,21 gase rentals under operating lease are charged to the Profit and Loss acesunt on straight line
basis over the laase term in accordance with AS-19, Leases,
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SEGMENT REPORTING

The disciosure relating to segment information is in aceardance with AS-17, Segment Raporting and as
per the RBI guidellnes,

Business Segment

The Bank’s business has been segregated Into four gsegments namely Treasury, Wholesale Banking,
Retall Banklng and other Banking Operations.

Geographical Segment

Since the business operations of the Bank are primarily concentrated in India, the Bank Js cansidered to
operate only in the domestlc segment.

EARNINGS FER SHARE

13.1Earnings per share |3 calculated by dividing the Nat Profit ar Loss for the year attributable to equity
shareholders by the welghted averaga number of aquity shares outatanding during the year,

13.2Dlluted sarnings per equity share are computed using the welghted average number of equity sharss
and dilutive potantial equity shares cutstanding as at ead of the year except when Its results are
antl-dilutive,

TAXES

Tax expenses cormnprite of current and daferred taxas. Current tax is wd at the expacted
te be paid to tha tax authorltles in accardance with the Income Tax Act, 1881 Deferred taxes reflect
the Impact of current year tming differences between taxable Income and accounting income for the
year and reversal of Oming differences of earlier years, Deferred tax Is measured based on the tax rates
and the tax laws enacted or substantively enacted at the Balance Shest date. Deferred tax agsets
are recognized, In ganeral, only to the extent that there is reagenable certalnty thay sufficient future
taxable Income wlll be avallabla against which such daferred tax assets can be realized; where there
is unabsorbed depreciation andfor carry forward of losses under tax laws, deferred tax assets are
recognized only If there Is virtual certainty supported by convincing evidence that such deferred tax
asset can be realized agalnst future taxable income.

Currgnt tax ascete and liablltles and deferred tax agseats and llabltities ars off-set when they relste to
incame taxes levied by the same taxation authorlty, when the Bank has a legal right to off-set and when
the Bank intends to setile on a net basls.

Current tax assaets and llabilitles and deferred tax astets and lighilities are calculated at the rates u/a
section 1158AA of the Income Tax Act, 1961, Accordingly, as per Section 11508, Minfmum Alternate Tax
{(MAT) Iy not applicable.

PROVISIONS ANG CONTINGENT LIABILITIES & CONTINGENT ASSETS

15.14 provision Is recognized when there is a pragent otligation as a result of past events and it is
probabie that an outflow of resources embodying economic benefits will be required to settle the
obligation In raspect of which a reliable estlmate can be made. Provizions are not discounted to
Ita present value and are determined based on best estimate required to settie the obligation at
the balance sheet date. These are reviewed at sach balance sheet date and adfusted to reflect the
current best estimates.

15,24 disclosure of contingent liabillty ks made whan there is:

» possible obligation wrising from o past event, the existence of which will be confirmed by
DCCUrrancs or non=gocurrence of one or mose uncertain future events not within the cantrol of
the Bank; or

# present abligation arlsing from & past avent which is not recognized as it is not probable that an
outflow of resources will be required to settla the cbligation or a rellable estimate of the amount
of the abligation cannot be made.
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15.2When there is a possible obligation or a precent obligatlon in respect of which the likelihaad of
qutflow of resources [ remote, no provision or disclosure Is made.

15.4Contingent assets, It ahy, are not recognlzed In the financlal atatements since this may result in the
recognition of incoma that may never be reatlzed,

18.%4n cases where the avallable information indicates that the loss on the contingency is reasonably
possible but the amount of loss cannot be reasonably estimated, a dieclosure 1o this effect ls made
in the financial statements. In case of remote possibllity, neither provision nor disclosure 1 made
in the financial statements.

CASH AND CASH EQUIVALENTS

Cash and cash equivalants include cash in hand {including balance In ATM), balances with the REI,
balances with ather banks In current accounts and money at call and shart notice,

TRANSACTION INVOLVING FOREIGN EXCHANGE

17.1 All transactlons In forelgn currency are recognized at the exchangs rate as notlfied by the Foreign
Exchenge Deilars Associatlon of India (FEDAI).

1.2 Foreign currency monetary ters are reported using the exchange rate prevailing at the Balance
Sheat date.

17.3 Hon-menetary items which are measured in tarms of historical cost denominatad in foreign currency
are reported using the exchange rate as notifled by Forelgn Exchange Dealers Assoctatlon of India
(FEDAI) at the data of transaction. Non-rnanetary Items which are measured at Fair Value or ather
glmllar value denominated in a forelgn currency afe transtatad using the exchange rate at the date
when such value s determined,

17.4 Exchange differences arising on settlemant ‘of monetary items or on reporting of such monetary

Items at rates different from those at which they were [nitially recorded during the year, or reported
In previous financial etatements, are recognized as Incame or expenga In the year In which they arise,
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SCHEDULE 18 - NOTES ON ACCOUNTS APPENDED TO AND FORMING PART OF THE FINANCIAL
STATEMENTS FOR THE YEAR ENDED MARCH 31, 2021
1 CAPITAL

1.1 Capltal to risk-weighted asset ratio (‘Capital Adequacy Ratie’) of the Bank, as on March 31, 2021 has
been calculated by using the capltal measurement approaches as detailed below:

111  Credit Rlsk has bean measurad by using Bacel It Standardized Approach for credic «isk, In
accordance with the RBI circutar no DER. NED. No.26/ 16.13.218/2016-17, dated October
06, 2016 on “Operating Guidelines for Small Finance Banks™

11,2 Markat Rigk and Oparation Rlsk has not besn considered for measurement of Capital
Adequacy Ratio as per the letter issued by the Reserve Bank of India vide referance
number DBR.NBD.NOA502/16.13,218/2017-18 dated Movamber 08, 2017 o all the small
finance banks,

1.2 Regulatory Capltal
(a) Compositian of Regulatory Capltal

[® In croms)
8. wo. Pariuters T
1.  Comeman Equity Tler 1 Capital {CET 1) ;oa.bn.m __ 4ass
2 Adcitional Tier 1 Capial - -
3. Tier1 Caphal(1+2) 490.05 433,58
4 Tier2 Capitat T . T aoT0t 160.07
E.  Total Capital {Tier 1 + Tlar 2) . T £92.56_ 80165
8 Totak Rigk Waighted Assets {RWAS) 371680 2,038.0

7. CET1Ratio (CET 1 as a percentage of RWas) 12.21% 12.27%
8 Tier 1 Ratio ( (Tiar 1 nh_u_nr_ aE a percantage of m,__s_rh... — 1 lu.w‘m“_r#m e
8,  Tier 2 Ratio (Tier 2 capital a5 a percentage of RWAs) 542% £.53%
0. Caphal to Risk Welghtad Assets Ratio [CRAR) {Tetal Capital as a percentage 18.67% 19.50%

of RWis) .
11, Leverage Ratlo 4 873% 6.67%
12, Percentage of the sharsholding of

() Governmentof Indla - _

{b) State Government - -

{c} Sponsor Bank ~ _ _
13.  Aamount of paid-up squity capital ralsed during the year D.uum 010
14, Amount of non-agquity Tier 1 capital raizad ad during the year of which

{a) Basel Il compliant Perpetual Hon-Cumulative Preference Shares - -

(k) Basel It compliant Parpetuat Debt Instruments . - -
1B.  Amount of Tler 2 capltel raisad durlng the year 31.35% 31.46

1.3 Movement in capital during the ysar ic ax beiow:

{¥ in crores)
paritars. Iy
i b:..o.._:« of squity (Faca sEa raised on private p under prefi 013, a.lo

} altotment of employee stock o _

2. Amount of debt raised a3 Upper Tiar-it nnu_»n— e e e -

3, Amount of subgrdinatad dabt ralsed as Tiar-l caghtal {Lower Tier-1l capital) 31.35 31.40

1.4 Tier | Capitel Infuslon

During tha year ended March 31, 2022, the Bank has allotted 1,33,410 equity shares to employees
of the Bank In form of amployee stock option as per the ESCP plan of the Bank.
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1.5

Tier | Capltal Infuslon (Contd.)

During the year ended March 31, 2021, the Bank has aliotted 103,484 equity shares Lo amployses
of the Bank bn farm of amployes stock option as per the ESOP plan of the Bank,

Movemeant In the paid-up equity share capital of the Bank i ag below;

{2 i cronas)
Your ended Tear andade
Particulacs Merch 31,2022 March 31, 39214
Opwning Balance o _ 3391 i
Addition pursusnt to Amount of equity ralaed on private placement besls o131 010
under prefarendal atlotment .
Clowing Balance 34.04 3381

‘Thar 2 Capital

lssuy

During the yaar ended March 31, 2022, the Bank has ralsed Unsecured Redeemable Mon-Convertibte
Lowar Tier Hl Bond, detallad we below:

{F i crorasy
Jaslen Date of Alatmeny Coupon (%) Trrumre At
Serfes XX June 29,204 9.25%4 10 Years JL.357

Durlng the year anded March 31, 2021, the Bank has raised Unsecured Redeematle Non-Convartible
Lower Tier 1| Band, detalled as below:

Srivi, BRIt Allotpgni g, Coygen 14, calororms 7 ARG
Ser/es XVII Movembar 18, 2020 B.25% 10 Years 1,40

Meturity
During the year ended March 31, 2022, the following Unsecured Redeemable Non-Convertible
Lower Tler 1| Bongds have matured:

@ In croren)
B, . - Date of Marurivy Coupan (%) Amaunt
Sedas V Juns E.unnu.r . 11, Gsr . w.ﬂu.u
Serles VI June 18, 20214 11.00%., 3.01

During the year ended March 31, 2021, there has been no maturity under the Tier 2 Capltal.

Maturity Profila of total bands outstanding as on March 31, 2022

ad Red ble Nop=C tibla Lowrer Tisr Ul Bonds

{® in croren)
e T . e Toft niaiones
11% Tiar Il Bonds Saries <= o . 604 _August 25, 2022
u.u.# Tiar il Bonde Series VLI $.03 Mzy 04, 2023
"11% Tier tl Bonds Serles IX - 310 wayioooma
11% Yiae N Bonds Sartes X T — T T84T Mey22.2024
10.50% Tlar (| Bondw Sartas Xl 1200  Fabruay 17, 2028
£.76% Thr [ Bonda Saries XIV " B 15.00  Novembar 25, 2026
D25% Ther | Sonds Serles XV _ T 2085 May15,2028
10% Tiar Il Bonde Serfes X1 18,00  February 26, 2025
0w Tier It Bonds Serdes XVIL 22.80 March 31, 2048
m nmwr Tharil wn.:a- ..n..tl.l x<=_ 3L40  November 18, 2030
0.25% T [ Bonds Saries XX 3135 Juna 28, 2031
TOTAL T 175,74
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2 ASSET LIABILITY MANAGEMENT
2.1 Maturity Pattern of cartaln Items of Axaats & Llabilltlas as on March 31, 2022 I as under:
{® [0 crores)
= - . -nm‘ i bk I o e v
207  Mau iElexp° dwEE :r:n.t';nn: monina?  montes ver andt 6;::;3‘ Cver§h @
Day 1 d oD A 1 endupf endup ¥ and up ¥ rotal
Days ayr m:r-; ‘umlhn; pnd to 3 b & ‘ol vpta} -y \fclu:ii
~ ! - - o e mn“‘" fontps v TN l"‘"'z '
“Loans & Advances March 3072 | 175,33 149.15 ECEA T u'roa TTELGA, L Sad], L J6E.5EN £ 312.68, 3,097 63y 1 5350L, . S7LE1. 453480
e Hll‘chﬂoﬂl 1108 3\.07 298 51083 42,83 AT.B1 14543 28544 200422 380.60 18&13 3,726,869
Investment Msrch 2022 124839 RGN 2.44-.! 43.35];_ 817, 10.33 _23.16 | 44.13 , 43312 __ 6.57' | E29.65 . 1,357.06
Ill.l‘ch 20211 24874 606 383 2008 T.43 ? 67 2439 sm 350,08 518 40506 1 212.25
- oy e gy = ey ormTTT. et ot T T e e
Deposits March 2022 JT3€36F T 8617 1385 53948 , 4T.48 gz W10y 91523 4,383.43 ¢ 796, 2,797.07 6,046 a6
Mnrch :U?i 1121 28,38 11,63 95.E1 41.32 34.44 137.26 205.86 12,040.68 5.60 '.I NIT 88 §,221.07
e i s o 4 e e i s et
Barrowing Marchzoza ¥ T TRgmeE N 843, B8k, E6ed | 7058 7 14833 | 27681 16350 | 4se4dy
March 2021 1.60 - 83.50 - 5.10 13.83 65.30 73.00 208.17 2147 147,76 616.72
L L =i el o e ¥
Forefgn Currency Aswete March 2022 - E:m wj - e =) - _-‘_r ._-g L pY - PP P
Marth 2071 - - - - - - - - - - - -
e - - = At — g e - - - o - b "
Foralgn Currency Lisbilites Marchz022 ™« e e, T SR e 'h e e n -
March 2021 - - - - - - - - - - - -

Classiicatlon of Asssts and Llabllties under the maturity buckets s based on the same astimatas and agsumptions as used by the Bank for
compiling the return submitted to the Raserve Bank of India,

2.2 Liquidity Coverage Ratio (LCR)

Liquidity Coverage Ratlo (LCR) is & measure to snsure that a bank has an adequate stock of tnancumbered High Guality Liquld Assets (HGLA) to
survive In a significant liquldity stress lasting for a pericd of 30 days. LCR is defined as a ratic of HQLA to the total nat cach cutflows estirmated for
the next 30 calendar days.

As per the RBI directions, the Banks are prescribad to malntain minlmurm LCR of 100% from January 01, 2021 onwards,

The Bank during the quarter ended March 31, 2022 maintained average BQLA of £1,701.93 crores against the average net cash outflows of I742.58
crores, The entire HQLA was Lavel 1 HQLA. The average LCR of the Bank for the guarter ended March 31, 2022 was 229.19%, which Is well above
the ragulatory threshold of 100%,

HQLA primarlly included government securities in excess of minimum Statutory Liquidity Ratlo (SLR), the axtent ellowed under tha Marginal
Standing Facillty (M5F) and the Facllity to Avail Liquidity for LCR (FALLCR). Additlonally, cash, balancas In excess of cash reserve requirement
with RBL

For the purposas of LER computation, the Bank has conslderad all Inflows and cutflows that may have a quantifisble impact under the Liquidity
strass acanarip, The dverage welghted and ghted amounts have been caleulated considering simple avarage.
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2 ASSET LIABILITY MANAGEMENT (Contd.}
The table below sats out the averags LCR of the Bank for year ended March 2022 and all the four quarters of financtal year 2021-22:

(2 I aoves)
Quariss Ended Quartet Endud Quartw Ended Quarter snded
. Jure 30, 3021 Sapt 30, 20621 Dec 31, 2021 Muich 31, 2022
Liquidity Covarage Ratlo (LCR) I‘th‘I Total l_‘[uln} . Yatal Ionj Tatsl Total . ‘[out
Valua -:nlu Valus Valwe Vuive Valus Value valos
. {average} (avuragel {averagsl (mviraga) taverage} {wvarage) {avurnps) {averape)
High Quality Liquid Assets . .
1 Total High Quatity Uguld Assets (HQLA} | 103775 | §  ded0me § 1,837.52 4 1,701,893
Cash Qutflows T
? iltlll. dtpo:l":s an_d deposits from small ‘ -
buslnan :ustamers, of wh1ch< . s, =
(I] StaEh sits | _1.567.2¢ 78 3 1,87‘1.25 B83.75 1,7&5.23 _ 580 1,738.71 &6.99
(llz LeBB‘_iL_‘__' Lposlu I 3,175,68 317 57 3\,1I.9.'!.‘n"§'I 319,38 345683 245.68_ 2,534.13 353.41
3 wd whaiszalns fundi ofwhlch. — . - ___ — o
() Oparattonal deposits (all - - - - . - - -
countarpartles) —— R — .
(I} Non-operatianal de;miu {all 31445 1il.18 a1s 21 14102 540,75 302,08 TalAZ 4317.38
countarparties} * . —
ﬂli] l.lnucurad debt - - - - - - - -
a d wholwsals funding 038 . i 7 T 0.84 - 1.08 -
5 Additionsl rnquiromantl, of which -
() Outfiows related to derivativ - - . - - - - z
axposures and other collatarsl
roqulr.mnntl . e ~
(D Outflows related to lons of Fnding on - £ . e - I - -
dubt products § "
(1) Credit and liquidity facilitias 22723 16.20 22613 1528 23076 1681 254.09 16.31
& Othar cantractual funding obll “e:lonl §0.45 ED.AS: . 664~ 3Iseq 3252 sz 4879 45,79
7 Othar lng! 1! it bl 36.84 1.18 3318 112 34,34 113 .91 1.30,
8 Total Cash Outflows B | . swpe sgg-10% | 78507 [ 92118
“Cash inflows -
Secured [sndRng (6.4, reverse repos)_ 56782 N :"’"'“Tu.u p 39387 .
10 Inflowa from fully performing exporurss TL83 42 53* j so@s __-_g .01 ! a1.82 4072 183 5484}
11 Cther cash inflows 8083 70,249 1703 8&42 T4, 78 66,16, 134.63 124.04
:2 Totll Caeh ) lnl'lom 720,28 112.577" 0Ll 113.43% 778.21 114.88 570.30 178.EB
13 Toral uqLa 1,837,76, HEEY T ) 193752 § 1,701.83,
“14 Total Net C|g_h Outﬂmo\r: 4n8.18 M 484 67 87115 g 742,68
15 Liquidity Goverage Ratio (%) I0L.14%; 338,57% 288.60% { 279,10%
2  ASBET LIABILITY MANAGEMENT ([Contd.)
The table balow sets out the average LCR of the Bank for year endad March 2021 and atl the four quarters of financlal year 2020-21:
®in ﬂ'l)l'-"
L - e d‘u'ﬂtfr Ended o Qﬁmﬁﬂ'ad = = m n Quarnr £nded
Junw 30, 2020 Sapt 30, 2020 Dag 31, 120 March 34, 2021
Liquidity Coversga Ratlo (LERY ] Total Total ¥ Total mut“ _ Total Total Total Total
§ ¥alue Valus Value Vlluo Valua Valug Value Value
(agprage} fvaraga) (avarage) _{lnugn) (avarags) Cavwraga) [l\l!(l'l)* (syerage}
ngh Quaiity Liquid Assats
1 Total High Quality Liquid Assata (HQLA) T LR 1,603,30 1,870,080 182641
Cash Quiflows
2 PRartall depoaits and deposits from :m;r e e T -
__ business customers, of whichc —— _ e e e
(i) stabl- daposlts L _2,072.76 100,64 2,168.91 107.80 2,345.39 11727 156242 _Tea2
(i) Lyad etubie daposite . 4770.08 7oL 186328 18523 23393 23384~ 2970858 19708
3 _Unsecured wholasals funding of which: N —_ __
{0 Gperational depoaita - 0.01 . .01 - T ooy .7 - - T
fal counllrparﬂu)
('i} Noo-opcmlnml deposlia 358.14 129.07 AT AT 13297 1TAES 12320 332.38 144 40
(al counterparties) . e _ —— - -
(I} Unsecuwred dabt - - - - - —_— -
4 Secursd whalesats unding _odl eln - - 1.5 T T -
5 additionsl uqutnmmtl. of which
(0 Outflows retated to derivathve - - - . - - - -
eupolluru and othar collateral
{i) Outflows related o loss of funding on - - - - - - - -
__dabt products ——
i Cradit ang llqulcli\;y fuciiities 204,00 15.33 229.64 1784 22307 ETXT} 23331 1Tao
& Other g obllgath 4190 4130 51.36 5136 3180 ar.s0 80.55 Ts0.58
7_ Other contingent funding obligari 340 136 nn 102 3365 108 o Fa_ s
8 Total Cash Outflows . 46822 - agg32 KO 7T T 83148 | 586.82
Cesh inflows o
- d landing 9.¢. 1 rapos) 148,48 108.80 27119 - 536.23 - £21.98 -
10_Inflows from fully parforming exposures_ . 27.31 27.31 G 43.98 Y293 4234 66.65 40,84
11 Other cash infiows 28,73 88.18 109.53 Y 5151 Saton T 1a831 7 134B3
12 Tatal Cash inflows 174,50 32a.29 43055 14338 660.67 [T 737.04 175.37
13 Total HQLA T 1,264.98 1803,30 ¥ . 187008 © . 12541
14402[ Not Cash Dutflows " 243,93 u 353.07 448,11 41147
15 Liquidity Covarage Retlo (3%} 1 ¥ 530.84% . AI5.7E% 417.31% A41.49%
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CAPITAL SMALL FINAHGE BANX LIMITED

Schedules forming part of the Financial Statements
as on March 31, 2022

2.3 Net Stable Funding Ratio {NSFR)

The Bank pursuant ta the RBI guldelines on NSFR has been subjected to the Basel i) NSFR standards from
1% Qctaber 2021, The Bank at March 31, 2022 maintalned Available Stable Funding (ASF) of 26210.87 Crore
against the RSF requirement of 25247,93 Crore. NSFR alms to improve the resltiency of banks by promoting
lorg-term funding stabillty. It mandates banks to maintain a stable funding profite vig-4-vis the composition
of thair assets and off-balance sheet activities. Wt reduces the probabillty of arosion of a bank's llquidity
position due to disruptions to Tts repular sources of funding. The NSFR guidelines of RBI stipulates the
applicable Required Stable Funding ("RSF~) factor for each category of asset and Available Stable Funding
["aSF™) factor for each type of funding scurce. NSFR represents the ratlo of the bank's ASF to RSF. Tha table
below s#ts out the NSFR position of the Bank as on March 31, 2022:

(¥ In créves)
Unweight sd valua by cesidual maturity
NSFR & montha .s._-E.."aa
Mo maturity «© & months o< 1 your »a 3 year Yalue
ASF tem ~ N T §
1 Capltal: {2+3) 535.24 - < 20870, Te784
2 Rmgulatory Capital . _539.24 - - 18370 _ 72284
3 Other Caphal Instruments -7 T - 25, 5,00F 26,00"
4 Retuil deposits and deposits from small buziness 2,363.20 120927 1,91%.48 54326 n m.noo.mu&
_ _sustomers; (5+€}
5 Stable Deposits 65828 Bla.40 423,32 _ 143.8% ».amobm
6 Less Stable Deposits 170892 76467 _ 08936 40138l 244243
7 wholesale funding: (8+9) 18620 138 qu 141.45 ﬂuHH.. — IPE
8_tpsrational deponita. .- - — =
8 _Other Wholesale fungin 186.20 uuw dm 141.4E m“_..ﬂﬂ 19558
10 Other Liabllitles (11+13) - 6985 w..&u To.8e 131 m..__ T 1GA.A2F
11 NSFR Dedvative labflities N _ iE B - mHnU
12 Alt other Uabilities and equity not included in the above 50,89 a7.62 70.58 Hua.&m 165.82
. categories —_ -
13 Total ASF (114+7+18) — ] €087
RSF ltam__ e — e e . ,.
14 Total NSFR high-quality iquld sssats {(HQLA) N i A A ST
1% Dapentits held at other financial institutions for 334 18.28 1471 2.15% n 34.32
operational purposas I e
16 Perfosming loans and sscurities: 3424 S6T.08 36643  3,613.92 4,568.10
(27+18+19+21+23)
17 Parfarming loans to financlal institutions secured by - - - -h -
Lwvel 1 HOLA
18 Perlorrming loans to Hinanclal institutions secured by - - = - -
non~ Level 1 HQLA and unsecured parforming ivans ta
fnancial instinstions _ . — . I
18 _...-10.3*:« Ioans to ran-finandial oo...voiﬁ » clients, 4,14 55641 Jaspn  2,7ARI0 2,875.06
loans to retall and smatl buslhess customers, and
losne o sovereigng, central banks, and PSEs, of which: [
20 With a risk weight of less than or equal to 35% under - - - 0AL 037,
___the Basel Il Standardized Approach for credit risk _ . — PSR
21 Pertormning residenttal morgages, of which: o _ . 0po 0.6 L35 B65.6¢ _654.04
72 WIth a risk weight of tess than or squal to 35% under - - FE] 510,36 38028
the Basel If Stapdardised Approach for Credit Rizk . m
23 Securities that are not in default and da not qualify z» - To- - - -
HQLA, including gxghanges traded equitles _ _ _
24 Other agsets: (sum of rows 2§ _o ) . 18323 355.43 381,62 53,68° . 55178
25 ﬂﬂm_n&. traded n!....n_ca.n_mu_ \netuding gold - - - - L
28 Agsets pocted s inftial margin for derfvative contracts 180 - - 4,80 4.93%
and contributiony to defautt funds of CCPs . —_— .
27 NSFR Derivative nssets - = - - -
28 NEFR derivativa UabiliSes before deduction of varation - - - - <
rargin postad e - _ -
29 All other assata net included In the above categoring 182,23 a4l dE1ez  SE mm 546.84
30 OH- Batance shaet it g . 0.52 20a.82" J1E.584 05,91 a5, .__,..mw
31 Total RSF _ 251.42  1.143.5% §78.70  4,086.83 5.247.593
32 Met Stabla Funding Ratio E ] 118.35%
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Schedules forming part of the Financial Statements
as on March 31, 2022

2.3 Nat Stable Funding Ratlo (NSFR) (Contd.)
The table below sets out tha NSFR position of the Hank as on Decemnber 31, 2021:

{¥in crares)

- . Urwrelghted valoe by aoa.ee“““-:;-x Weghted

i ; months L vabue

v - Momswrty 2% wodyen LI

ASF ltam o — . . ) N

1 Capltalr [2+3) . §18.34 - - 08, 3” m..i.qum.nsv

2_Regutatory capital _p 51834 - - Eu .70 703,04

3 Other Caphal instruments e ’ . - - ..w 254

4 Retail deposhs and d posics from small bush 242508 121403  1,358.67 wu.a.wu 5,115, uu

_ _customers: (8:8) _ TR

% Stable Daposity | 68822 487 ua 44156 145.55% “_..a.u_w.u._-m

] _.n«h Stable Depoxits 1.730.78 72678 91811 LR owm . 3, An.«.no

7 e fumding: (8+9) 180.64 182.33 114.95 82 omw E 20084

& Operationat deposits - - - -._

9 Other Wholssala ___.__..n___..n 18064 162.33 nub.um uuhm& _

B 052 LisblUtles: C.n.vuuv 66.89 Lu.uo.qm ﬂu..‘__ﬂj 158.; un __.wu 73

11 NSFR Derlvathve iabilitiex . ) - N .m

12 All oﬂiq —FEE.._N: and squity not Included in tha above 56.09 80,78 7174 15486, 192, 4@
catagaries

13 Total ASF (1edsT410) T 1 _ e23rae,

RSF itom

14 Tot Total NSFR high-guality Hquid asents (HOLAY ﬂ.i I o - &.Iu |m Om.« mqﬁ

15 cmuou_ﬂ held at other finangial Institutions for T YT 20.27 14.80 0.08 41 ouw.
operationst purposss o _ . s o

18 in:._.__a eana and securltes: n_..?uw.um..un..nuu B1.80 435.2% 3313166 m.uum.wmo 3.188.6;

17 Parforming loans to finangial Institutions tecured by - - - -
Level 1 HQLA a -

18 Performing loana to financlal Institutions securad by b - - - -w m ._—
non- Lavel 1 HRLA and unsecured performing loans to *
financial Ingtitutions _ — . e

18 Performing ioans 1o non-financial corporate clants, B2.50 a@»...a 333.05 2AE0.78 7,554.08
toans to retall and amall buslness customars, snd [
loans to soveralgns, cantral banke, and PSEs, of which: . .

20 With a clak weight of lass than or 2qual to 38% under Q.41 Qa7
the Baaal {| Standardtsed Approach for eredit risk _ .

21 ?-@3_3 residential montgages, of which: f 0,90 0.82 _ 0.0 775,16 nuu.umm

22 With & risk weight of lass than or agual to 35% under ' 0.05 002 44348 Jds.01
the Basel || Standardised Approach for Credit Risk . . -

23 Securities that ara not In dafauit and do not quatify as - - - - -
HQLA, Ingluding exchanged traded equlties . )

24 Other ageets; (sum of rows 25 to 29} 1403 £26.64 ru.u.m.m.a |L!n.qm.+ai . m@a.mm...

25 Physical traded commeditles, Including goid o m. - - - - -

26 Assats postad as Wal margin for derhathe contracts 0.8 - T - 4.80 [¥T
and outh to defevit hands of CCPs )

n NSFR Darivative assets . - - - - -

28 NSFR darlvative babilftias bafare deduction of variation - - - - -
margin posted . = _

38 All sthar assets not included In the above n-onnozom . 1311 626.684 115.54 24.64 SE6.08

30 Off- Balance shest items o 18.70 1568.52 104.72 373.94 32,15

21 Total RSF 36235 1,240,889 57281 3.62940;  4,00040"

32 Net Stabla Funding Raclo (%) I ] 1z7.80m
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3  Inveatments

3.1 Composltion of Investment Portiollo

As at March 31, 2022

{¥ k0 croras)
nvastmants In Indin invastments outulds india
& Governmank
Particulary other Subryidiaries Total secutitiey Fubckdiaries Tolal Votal
un:ommnt Approved  Shares 0'2;';":;’ andfocjoint  Othars Mvestments  (includivg  andforjoint  Others IPY¥IEMAIED  Investmunts
PEAIRIES g peurition - . venluret n India toen] venluras ““:'
avtherittat} \ndia
Held to Maturlty e I e -
Gross _ R 909,28 - - - - - - - . - L poa.2e
Lesk: Provision for - - - - - - - - - - - -
non=parfarming
§ (NPD
Net _ - - - - - - - - - - 988,28
Sveliable for galy o e e - '
Gross - am - - - - - - - - %718
Lasy” Provizion for - - - - - - - - - - -
d Fath :nd_ligl
Het - 1.54 - - - - - M - - a5T.78
Hold for Trading - — et e
Ciross . . - - - - - - - - - N -
- i o e — i = - - - —— —_ e — e e re—— —
Luss; Proviglon for - - N - - - - - - - -
depraciation and NP
Nt : - - - T " " - - - - -
Totul invastments 1,356.82 - 154 - - - Lt - - - - 1,387.08
Leas: Provision for - - - - - - z = . - _ ”
non-garforming
Iestmants — _— - —
Less: Pravision for - - - - - - - - - - - -
dapraclation and NP
Net 1,355,582 - 154 - - - B - - - - 1.357.06,
3 Inveatments {Contd.}
As at March 31, 1021
o 5 d— (T in crocan)
bl - a— L - Lo ) k. L] ol o i = - L}
Irvastmanta In indla Investmante outelde indta
-1 gGovarnmant
Partlculars ] Othar Subyidinrles Total Subaldlart Totaf Total
w Govgrament Debantyras
Approved  Ehares wndfor jalnt  Cthers  Iowestmants {including  andfor joint  Othars
Securhlas Kecuritles and Bands wantutae In India b Local wantures °":n':'
M ] - nuthorities] .
Hald 1o Y
Gross . 87263 T - - - - - - - N - 872.53
Lass: Proviuion for - - - - . - N - - - . -
non-performing
Investrnents (NFI)
_EI_:-‘ o BrLE3 - - - - - - - - - - &£72.51
Avalluble for Sale — )
Grogs 3,20 . 14 - - - - - - - - 335.74
Lanx: Provision for - MY - n = _ " - L T T
_'J. fation and NPI (.02
Nat 33020 - 1.62 - - - * - - - - 229.72
Held for Trading o ~
Gross _ . - : N _ — i - — — -
Laax: Provislon for - I . - ™ - - . - — —_
depracistion nnd KP]
Het - - - - - - B - - - - -
Total Investments 171073 -  1Ba - - - - - - - - 1,212.27
Lasx: Provislon for -t - - - - - - - - - _ -
non-perfarming
invattrents
Lesa Pravision for - - (002 - - - - - - - - 0.0}
_depreciation and NP|
Nat 1,216,73 - 152 - - - N - - - _ 1,212.25
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CAPITAL SMALL FENANCE BANK LIMITED

Schedules forming part of the Financial Statements

as on March 31, 2022

3.2 Movamant of Provislons for Depreciation and | t Fluctuation Razerve

Partioviars

(2 In crams)

Year ented .ﬂ.m- ended

Murch A1, 2027 “March 31, 2071

i & of provisicns hald s depreciation an investmants ) e
a) D_uum_._._nnv-_u:uo 0.02 -
b} Add: Proviglons made during the year 0.02 0.04_
©} LessiWrite offf write bach of excess praviglons during the year ] " (o.04) Bbmw

__d) Closing balance . 0.02

I M of ) fl on R ¥

_a) Opening balancs 679 4,40

B) Add: Amouint transtasred during the year L 1.66% 239
) LegsD | ) ¥ -
d) Closing balsnce o L _ ¥ 0AS. 6.79

li. Clasing bat InIFR asu p e of closing bal ot in AFS 3% 2.00%
and HFT/ Current category

3.3 Sale and Transfer of | L]

During the year ended March 31, 2022 and March 31, 2021, thera Is no sale/transfer of tecuritles toffrom
HTM categaries exceeding 5% of the book value of the investmenta hatd in HTW category at the beginning of

the year, which requires the disclosure as par the R8I guidelines.

However the Bank, aftar approval of the Board of Directors at the beginning of the accounting year, has

transferred government securities within the categories as stated below:

During tha year ended March 31, 2022

2w Crors}
Category Back Yalue of Sacurities arket Valus of Seciwitees
Fram Ta transfarred transferred
Avaitabie for mﬁ.m Held 1o !§-I=R| _ 2548 701
Hatd to Maturity Avallabia lor sale - 1.8 86.74
Total 117.38; 12375
The Bank has nut sold any securlty from HTM category during the year.
During the year ended March 31, 2021
(€ In crore)
L] L4 ey e L]
Category Book Valve of mon.!_._.am murket valun of Securfties
Fram Tn - _ﬁu:.?a_.-_ne - oqp:umvuh.«ﬂum
Heid to Maturity _ Available for sale 116.79 126.34
Total 139.74 126.34
The Bank has not sold any security from HTM category durlng the year.
3.4 Meon-SLR Investment Portfofio
3.4.1 Issuer composition of Non=-SLR investrnents as en tast date of the year
As at March 31, 2022
(¥ In coones)
Extant of Helow Extent of Extant of
H. Issunr Ameuny  EAtent ot Private ' ok o Pontlpmiingltd
o Placement oo h Sacurities
1. 2. A 4, &, (5 1.
L PSUs - - = - =
L. Fis - U -z - & - -
z [P ——— —a =
Hi. Bsnke z - i _ e =
v.  Private Corporates _ 154 154 _ : 5T T54;
V. Subvianess oyt T _ s : = %
W. Others - - - . _ .

18 mbg:w_ Report 2001-22
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Schedules forming part of the Financial Statements
as on March 31, 2022

3.4 Non-SLR Investment Pertfolle (Contd.)

(@ ¥n crores}
_.mma:w - Evrent of Private | ©UEERE oF Balew Extent of Extest of
ir. laguer Ansaunt e v Munrate
. e w Placem Crade’

vil, Provision held towards m - - - - = -

depreciation [

Total 164 ¢ 1.54+ - - 1.54
As at March 31, 2021

(¥ In cromes)

5, = = . Extant of Pobentor FEXURNT of ‘Shlowe gitemtot " “Eddntot,

EILT g mi N T
“Prﬂlfﬂ, o mr. L ount E-na.:n:-c. “D.En\h.,m.u»\!._u?n - .m..n:..__h_.- EM&M:@%E
L. 2 3 £ 5 & I .
i Psus - oot = - -
0. Fla _ - - - - -
0. Banks - - - - -
V. Priate Corporates 184 _ L I - 154
v, Bubsidizrias/ Jalnt - - - - -

Ventures e . -
vi. Others - - - - -
vil. Fravislon held towards ©.0% {0.02} - - .0

n%nna:

Total 1.82 1.52 ~ - 1.52

3.4.2 Non performing Non-SLR lovestmaeants
The Bank does not have any non-performing Non=5L.R investment during the year ended March 31, 2022 and
Warch 31, 2021,

3.5 Repo/ Reversa Repo

ouring tha year anded March 3%, 2022

The Bank has undertaken MSF, Tri-party repo/reverase rapo, Automated Sweep In Sweep Out {ASISO} during
the y#ar with Clearing Corporation of India L.td. (CCIL) and RBi as part of monay markat cparationa,

X In crore)
- Mintmum Maximum Cruily pviruge Dutstanding as
4 o oy
Particulure durirg the q.nﬂ during tha “..mn.n during tha ui-" o l-iwoﬂuu.
A R @ - (Faca Value) {Faze Value) Faca Vatus) (Fuce Value)
Sucuritins sold undaer repo: I = m - . ‘ —
1. Government Securltas 3, SO.00 245 .
2. Corporate Debt Securities - _ -4 - _ - -
3. Any other sacurities - - - -
LS - vy —
Ttfes purchased undar reverse repa: M| -
1. Government S it o 27.04 885.00% - _4E8.47 57.00
1. Corporate Debt Secarfties - - s -
3._Any other securites - - - -

During the year anded March 31, 2021

Tha Bank has undertaken MSF, Tri-party repo/reverse repo, Automated Sweep In Sweep Out {45150} and
Long Term Repo transactions during the year with Clearing Corporation of Indfa Ltd. (CCIL) and RBI as part
of maney market operations.

¥ In crara)
et :_:?__-.__ﬂv Maximum o.m__..__ >¢‘ﬂnnﬂ Outatanding as’
rtlealara Qutstanding Qutetanding Sutstanding on March 31,
Ww Vieulan durlng the Yesr during the Year during the Yaar 2011
{Fageyalug) AFnen Vghue) (Fage Yglua (Fage ¥plu)
Eacuritias soid under repo: .
L. Governmant Securities - 103.87 3a.59 -
2, Carporate Debt Securities o - - - -
9




CAFITAL SMALL FINANCE BANK LIMITED

Schedules forming part of the Financial Statements
as on March 31, 2022

2 In crore)
Minimum Maximum Dally Average Qutstanding ax
dii . dii on March 31,
Parteularn during the Yaasr  during the Year  durkng tha Yesr 2021

(Facs Yalus) n (FuCE Valuw) o lEwCe Yalus) (Faca yplus)
3, Ay othar secuftien - - -

rith hased under apas
1. Govemment Sacurities - - TAS9E 368.80 472.00
2 Ih.uo..vcawnu Debdt Secwrites - - - -
3. \Sw_. other | ) - - - -

3.6 As per tha Master Diractlon on Financial Statemsnts - Presentation and Disclogures issued by the RBI
dated August 30, 2021, provision / (write-back) of mark-to-rmarket depreciaticn on investrents In AFS
and HFT categarias {net) has been classified under Other Incomm, Mitherto, the Bank was classifying
such Proviglons / (wrlte=back) undar Frovisions and Contingenclas. Figures for the previous year ending
March 31, 2021 have bean regrouped to conform to prasantation for the year ended March 31, 2022,

3.7 Security Rocelpta
The Bank does not hold any Investrent in Securlty Recefpte durlng the year ended March 31, 2022 and
March 31, 2021,

4 Asset Quality
4.1 Ctassification of ady and pravis] haid
As on March 31, 2022

¥ in cromes)
Standard Man—parforming
Tatal Tatal Non- Total
Sube !
Standard Coutitfut Loss  performing
Advances  Sranderd Advances
Gross Standard Advances and MPAS ) 3
‘Opening balance 3,684.74 2386 64.28 - qa.ua.m 3,Tero8
Adtty Additians during tha year m . m . = -~ a1
Less: Reductfons during the year® R | ! - w22’
Cloging balance 4,571 50.66 68,44 - 117.13F = 4.688.70
*Reductlons In Grose HPAS due to. 4 ) ’ ’
1] _._un.ua-ﬂ_o_a — 3296
ii} s fudi a5 fram 8,182
upgraded -oao::o& .
lii} Technical/Prudential Write Offs ] .
I Write Ofls othar than those under il c.o7
nro.__n X . m T m—— - -
Opaing balance of | - 17487 Tao3 Tmeer - 36107 Ha.50"
Add: Fresh provizions made during the year N ' i 28,05
“Lesx; Excens provisian reversed Write—off 1025
lpany a — o
“Closing balance of provisions held_ 28.40% 12.08 4104 5390 ¥ 9330
Net MPAS _ .
Opening balance ) 1T.93 2491 42,14} :
Add: Fresh additions during theyear K ’ - 50.06_
Leax: Reductlons during the year 28,97 i
n_o-_anuu-qﬂﬂ_....dmwoa ! 35,59 24.63 8323 M
Floating P!
Gpening Balance T F u _ = i i 1 i
Add: Additlonal provisions made during the £ E -5
your ﬁ m 3
Lewn: Amount drawn dawn during the yeag -
n._o-_:-_ u-__p:o. of Hoating grovisions . -

rite=offs and the riax made
thereon

e veetieaua B N | -] =

120 | anncsl rapon 207122
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Schedutes forming part of the Financial Statements
as on March 31, 2022

¥ I crores)
* Standard Honeparforming
St .-._n._e._-h Sub- Deubthd Lows h%...ﬂ::...u Tokal
&l s
Arvances Standard Advance
Add: qmn::_.up_.___ Prudentlal write=offs during .
the year g4 ¥
_.n»u. nng.__nnon Bun- _.33 ui.___?__pw_. i -u
during n_._o year
Clesing balance
*During the ywar ended March 31, 2022, the gonersl provigion againet d assets Includ ixlon of 213,43 crore {year endac
Warch 31, 2021 o R4 a) d in d; with RBI Circular Eﬂn.m:.ﬁ_._.-.ﬁ Madium Entarprises [MSME) sactor
ing of A and Aution F k for COVID-23-relatad Streas” issued on August 05, 2020 arv? May 05, 2021,
As on March 31, 2021
(¥ in crores)
= Standard Won=pal forming
Total Mon-| Yotal®
Tatad .un.!i-:ua . m;..v“ b atid Lo tan_s::m._nm
s - - pdppensy L, -
Groga Standard Advances and NPAS o . - o
Opening balancs 3,267.068 30,87 T4 58.51 utuuu.mq
Add: Additio 2 during the yuar | I 11| 24.85
Less: Reductians during the yetre ¥ [ _ 5.12 _ —
Closing batance 3,684.74 23,58 6428 - 7823 3,762.08
*Reductions in Srocs MPAS dus to: | E i
%@ﬁ.j - 1.65
i} R s (exeluding jes from L 345
) -89.55 —_
) 43_.__.__3_.____939:”_& Virle Offs _ _ | _ 0.02 §
Js:#noxuuﬁl_.n:-ac.oq-e.ﬁlﬁ i -
18.58° 480 1748 - 1726 3584
Add: Fresh provisians made during tha T 20326
pear —_ ] S
Less: Excess provision reversed/ Write—off 142
{nans . — |
Closing batance of provigiens held 17.48% 6.03 307 - 3610 53.58
Net NPAS
Openingbalance 75.87 15.28 - 4125
Add; Fresh ae -na_ao_..- na during the year B 1 — 459 §
LeBs! n&:nzn:. during the year | 170
Cloging balance e 17.63 24,21 - 4214
Floating Provislons
Opaning Balance o -
Add: Addltonal provisions made during the E) -
year . '
LeEx: Amount drawn down n:a_:n the year § I -
Closing L of fourl ] -
Tachnical write-offs wnd Bo recoveries
-:!uh n‘nio: o
o | of Technicaliprudential T —_
!_._n.o?o:. accounts . -
“add: Tachnicall Pradentisl writs-offs b
during the ysar
_.n-u. mnno...-q_bo _._.Enl from prndousty X -
d L wrltan-cff .
m.mn_.unl:-.vﬂﬂl - —_—
Clozing batance -
“nuring the year ended March 31, 2071, the general provision agalnet dard ansata h fes provision of 25.34 crore creatsd In
nccordanca with ABI Circutar *Mlcro, Emall and Madiurn Enterpriass (MSME) auctor ing af Ad and but
Framawork for COVID-18=related Stress” issued on August 08, 2020.
1
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Schedules forming part of the Financial Statements
as on March 31, 2022

4.2 Ssctor-wise Advances

(¥ [n crores)
Year antiad March 31, 7022 Yaur ended March 21, 2021
v!.aﬂ__!._nln. ﬁ!_nm!.a.-hl
Advances " oidancesin  Mvancw MR etin
that secter that sactor,
A) Priority Sector
1 Agriculture & altied activities 178074 4354 244% 142321 295 20™%
2 Advances b industries sector 22600 317 145%  180.33 480 2.77%
- of which advances 1o Textite  _ 786 0.5 o.20%% ETY Y oM
- advances fo ran/Steel and Metal_ BED 7781 148 s
3 Services 83927 3308 2.94%E 7334 1404 LOO%
- of which advances ta Tradars 47957 22.36 4.60% - - -
4 Parsoaal Loans - . iy - . -
5 Qthers Td432 088 | 02i%  237A8 087 0.26%
Sub-total (A) 3,260.16  B0.73 248% 257024 4020 191%
8] Non - Pricelty Sector
1_ Agriculture & altied acthities - - - - - ~
2 Industry 4,48 - - &7 - -
3 Services - 4422 1748 956N 9288 1ma2  1987%
- of which advances ta ﬂﬁnnﬂn 2732 1743 Gl 0d% 54.4T 18.42 3L
4 Persoralioans TidT 1e7  __esaw 1628 Ly 251
5 Others 1,368.69 17.84 1.30%: 1,089.08 121 0.96%
~ of which atvances to NBFCs e 2678 841 203% 20684 260 La1%
Sub-Total (B 1,428.54 3640 256k 118374 2004 2A5%
TOTAL ﬁ)ﬁ.mw 4.CEA70 11713 2. 50%: 3,702.98 Ta.24 2.08%
4.3 Ratios
e ———— K 4
Pariutars i et
Gross NPA to .mnoqmm Advances m.mﬂ...*' n.c.m.*
xmwh)ho et Rcﬁ..—ﬁomr 1.36% - 1.13%
Frovision Coverags Ratia 4B.02% 46.14%
4.4 Provision on Standard Asset
ey
Particulars :nh“”»w“umu mnwnﬂ_.osu”mmmﬁ 1
& dard Assets T 1117 (110}

The cumulathee provishon towards ctandard assets heid by the Bank an at the year ended March 31,2022 amounts ta 326.40 crore
and ysar andad March 31, 2021 amounis to E1T48 crore.
A% an Wasch 31, 2022, the genaral provigh Ak dard aseers inel provision of T13.42 crore (ysar ended March 31,
2021 amounts to #5.34 crore) created [n accordance with RBI Clrcutar “Micro, Small and Medhem Enterprises (MSME) sector -
R v of Adv = and "Resoluth i for COVID-19-ralatad Strexs” lsusd on August D&, 2020 ard May 05,

2021

4.5 Overseas Asssts, NPAs and Revenus
The Bank doss not hold any oversaas asset/NPA as at March 31, 2022 and March 31, 2021, No overseas
operations wers undertaken during the year anded March 31, 2022 and March 31, 2021, hence revenue
from overseas cperations Is HIL
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4.6 Impact on account of COVID-19 an Aduances
During the Financial year 2021, the outbreak of tha COVID-18 pandemic has ad to nationwlde lockdown
in April- May 2020 that substantially impacted sconomic activitles. This was followed by localized
lockdowns in areas with a significant number of COVID-19 cases. Following the sasing of lockdown
measuras, there was gradual Improvement In economic activity in the secend half of Financial Year
2021-2622. In Financial Year 2022, Indla experlancad two more wavaes of the Covid-19 pandemic that led
to the re-impositian of regional lockdowns which were subseguently lifted.

The impact of COVID-18, including changes in customer bahavlour and pandemic fears, as well as
restrictions on businass and individual sctivities, led to substantlal Impact on the economic activities.
The disruptions following the outbreak, impacted Loan origlnations, the sale of third-party preducts and
the efficlency in collection affarts resulting In increase (n customer defaults and resulting in increasa
in provisions there agalngt. Since the numbar of cases have reduced significantly and Government of
India has withdrawn most of the Covid-18 related restrictions but the extent to which any new wave of
COVID-19 Impact the Bank's rasult is uncartaln as It depende upen tha future trajectory of the pandemic,

4.7 Restructuring of Accounts

4.71 Disclosure on Prudential Framework en Resolutlan of Stressad Assats, dated June 07, 2018

The Reserve Bank of India has iasusd guldelinas on Prudentlal Framewark on Resclution of Stressed
Assets, dated June 07, 2019, The Bank has not restructurad any account under the framework during
the year ended March 31, 2022 and March 31, 2021,

¥y Repwris  Flnarclsl Stassments

4.7.2 Restructuring undar "Rasgtution Fr k - 1.0: Resolution Fr k for COVID-19-related Stress™
and “Resolution Fr rk - 2.0: Resclution of Covid-19 related stress of Individuals and Small
Businesses™ during the year ended March 31, 2032:

{2 0 crores)

e AH yp—

EXPasiie 1o BEcounts PR———

cdaseified ae Standarg D.n u___.)v..- oAy uh.hcﬂ M..o“h”h“ Standard

E0rMUEnt 1o IG-“-E anunt Id IH—‘ Ogh%is

Fypa of borrowsr nplemencation of slipped into witctan off O Lol on af

resstutien plan - Fosttion during v - W
a8 AT The dnd of tha HeA .__.“.tq‘w?. hadf-year .._.ﬂ._..“.ﬁci i“n”m!hh.“-nt”nl&anu
- provous hatf-yreer (a7 il ! !
Persanal Loans Ay 160" § - .48~ 2641k
Corporate - - - - .Hw
pRrsanE* i

OF which MEMEs - IR -2 -

Others 340 - - 029, 3.11

Total 31.88 1.60 - o774 29.52

* Ag defined In Section A(7) of the Insetvancy and Bankryupicy Code, J018

1inatudesr fvad till

3 ot of Ingrasss in sxposure during tha periad

p 30, 2032 ImpL quently

4.7.3 Reatructuring under RBI guldslines on "Micro, Small and Medium Enterprises (MSME} sector

- Restructuring of Advances”

(¥ i croves)
A9 51 March 31, 2012 ‘ A¥BR March 3172021 )
N0, OF AcGaUnts rentruiurad Amount  Hpyof pcqupts restructured Amaunt,
2EE 104.68 132 60,71
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4.7.4 Particulars of Accounts Restructured (other than under Cavid =19 and MSME restructuring schrmes)

{2 cronen)
Micro, 8mall
‘agrcutcure ang  Corporats anc Mednum  Rorat Laccluding )
allled activities re meind Enterprises  "Ercultureands Tota
Particutars MEME) MEME) MEME}

March  march  March  March  March  March  March _.__E.uJVN Harch S march
2077 101 20T 2021 204 2001 2021 20t T022 2021

Standard Numbar of borrowars - - - - - - - - - -
Grots Amount -
Provislons held

Sub- Numbsr of borrovwers

Standard grags aAmount
_u.m,m.ﬂ:.-.ﬂol—ml - -

Doubtful KNumber of borrowers
Gross Amount
Provisions held

Total  Nuwbar of borrowars
Gross Amount -
Provisions held 1 ST -

R

DR ¥ I

!

[
'
'
'

[}
[
i
[}
LI U BN I )
LIN I I I B T A R T R |

]
.
'
1

&8 Datails of oans transferred/acquired under the master directions of Recerva Bank of Indla an Transfar
of Loan Exp dated Saptember 24, 2021
The Bank has not transfarred/acquired any stressed loan ar loan not In default during the year,

4.5 Detafls of loans to any Ihtermedlary for onward lending to third party

The 8ank has not given any loan to any Intermediary for onward lending to third party during the y=ar
endad March 31, 2022 and March 31, 2021,

4,10 Fraud Accounts
Your erdwd *° Vear endeil

Particutars _March31,2077  Marh11,200,
Nurnber of frauds raported - -

Amount imvolved in fravd (2 In crores)

N-:o::nun*!oilo:gihcﬂ.iaoﬂfﬂui& - -
Amaunt of Unamortized provision debitad from ‘other reserves’ ag at the end of ..m -
tha yeas (2 in croqes) K

4,11 Saln of Financial Azset under Sucuritization/Asset R truction

The Bank has not sold any financlal asset to Securitizatlon/ Reconstructlon Company for Asset
Reconstruction during the year ended March 31, 2022 and March 31, 2021,

4,12 Sale/Purchase of Non-performing financial assets
The Sank has not purchased/sold uny Non-parforming financial azaets from/te other banks during the
year ended March 31, 2022 and March 31, 2021,

4,13 Latter of comfart
The Bank has not issued any letter of comfort during the year ended March 31, 2022 and year ended
March 31, 2021,

4,14 Cradit Dafault Swaps

The Bank has not enterad [nto any Credit Default Swaps (CDS) during the year endad March 31, 2027 and
year ended March 31, 2021,
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& Exposurss
§.1 Exposure to Roal Estate Sector

F In croves)
Yaur anded Year edded
Partlculars Warch 31,2022 March 1, 2071
1. Direct sxpasure L
L Residential Morigages -
Lending fully secured by morigages on resldental uanna__. that is or !_._ be
anncviau«?vggoqgrizna o
a Individuat Housing Lonns siigible for Inclusion in Pricelty Sector advances 35484 236.04
f ST A - —
_ b Others 488.63% 37435
G Commercial Real Extate - _ o :
Lendlng secured by mortgagas on commarclal real astate (office bulldings, retadl 278,547 198.25
-?-hp. .:.._E-_uﬁﬂso 3.....393?_ premizes, mult!-family residentfal buildings,
[ I Industriat or warshouse space, hotels, land
d daval and tion, stc.). Exposure would alsa include
.Sa.?_.& wmam @ﬂs =3_E.
i, Investments in :o_.ﬂnm. Backed Sacurltlas _“z_wmu and athar securitized exposures
a. Residential - - -k -
b, Commerclal Real Ectate _ - A
1. Indirect Exposura A -
nc:n gnun_ and non-fund based axposures an Nutlonal Housing Bank (MHB) and 2.27 11.32
g Finance Campanies (HFCa),
.—93_ mxuoaci to Real Estate Ssctor 117230 22097
5.2 Ewposurs to Capital Markaet
{T i rores)
fra—— el Yuar andnd ¥eur ended
- March 31,2022, Magsh 31,2071
I dirsct ivestments in equity shares, comantible bonds, cowertlble debentures 1.54 1.54
and unlts of equity-criented mutyal funds the corpus of which Is not evclusively N
rsiuonn In un.ﬂoaan nnun
'R g hares/bonde/dab a1 of other ities or on clean basls - -
to Indhiduals tor i in shares {Including IPOS/ESOPS), convertible bonds,
convertible debentures and unita of aqulty orlanted | funds; ]
i, agvances for any cther purpose whare shareg or canvert/ble bonda or corvartible - -
debantures or units of equity orlented mutual funda sre taken as primary
aacurlty,
Iv. advances for any “other uc_._vans to the extent securad by the collateral non:nQ of - -
shares or convartible bands or convertible debentuses or units of equity orfented 3
muytual fupds i.e, whare the primary sacurity cthey than shares/comvertble
banda/corvartible det as/units of squlty briented | funds doas nat R
fully covar the -n<|u_..nmu“
v, sacured snd unsecured ach 0 kbrokers and iszuad an B - -
bahalf of ttockbrob E._n_:..u_.._.nn ‘
wi. loans thoned to ¢ the Tty of shares/bonds/deb & R
Eeﬁ!~§nmnqn:n_nﬂ.§3q ting p s ribution ta the 3
#quity of new in anticips of mising - H
vi. bddge loans to . L E eguhy Rows/) 5 = -
wiil, underwriting commitments taken up by the banks in raspect of pdmasy issue of -F -
shares or comvartble bonds or commrtible dabentures or units of equity oriented ¥
mutuel funds:
Ix. fnancing o stackbrokers far margln trading: ) . .w -
. uil exposaras 1o venture capital funds {both reglsterad and uncegistered) 1 - -
Tatal Exposure ta Capltal Market 1.54 1.84
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5.3 Risk Category Wiea Courtry Exposure

The Bank is operating in the state of Punjab, Unian Terrltory of Chandigarh, Haryana, Rajasthan and
Delhi, Hence, the Bank does not have any country risk exposure.

54 U ad Ad inst Intangible Assats

The Bank has not mx.nm_._nmn_ any m%mznm against intangible securities such as charge over the rights,
licenses, authority ete. during the year ended March 31, 2022 and March 21, 2021,

6.5 Petails of factoring exposure
The factoring expasure of the Bank as at March 31, 2022 and March 31, 2021 is Nil.

5.6 Mntra group exposure
‘The Bank has no intra group exposure during the year ended March 31, 2022 and March 31, 2021,

5.7 Unhegdged Forgign currency exposure

The Bank does not have any unhedged foreign currency exposure as on March 31, 2022 and on March
31, 2021,

5.8 Datalls of Sinple Borrower Limit (SBL), Group Borrower Eimlt {GBL) axceeded by the Bank

The Bank has not exceeded the prudential exposure limits for Single Borrower Limit (SBL) and Group
Borrower Limit (GBL} duning the year ended March 31, 2022 and March 31, 2021,

& Concentration of Deposits, Advances, Exposures and NPAs
6.1 Concentration of Deposits

@ i crores}
Year endad Year ended
Particularg Karch 31, 2022 March 31, u._umu.
Total Deposits of twanty _.uumnmﬁ dapasitors 2856.92 192.83
Percentage of Deposits of twenty _.nnwmmn depositors to Total Deposfits of the Bank z 4. 73%:z 3,705
62 G raticn of Ady
{® in crares)
Year endad Yoar enddd
Partieulars March 31, 2022 March 33, 3971,
Total Advances to twenty largest borrowers ~ . 345.23% 273485
1mqnm_...n=mu of )%wbnnm to twenty Eﬁmwn borrowers to ,__.o.nu_. _?n_:w:nmm of tha wn.:_x 6.53%" E.70%

Concentration of advances has been caleulated by taking the toral credlt axposure to the top twenty
borrawers identified on the bagls of the RB] clrevlar on Exposure Norms.

6.3 Concentratlon of Exposures

{Z in crores}
¥ear ended YeaF andedy
Partlculars s £ March31.2022  Margh 31, 2001F
Total Exposure bo twenty largest borrowers/customers. 34523 273.B5
Percentage of Exposures to twenty largest b / s to Total Exp of * B.SINE 5.70%
the Bank on Bomowers/ custemers i

toncentration of exposures has been calzulated by taking the total credit and Investment exposure to the
top twenty borrowers identlfied on the basts of the k21 circular on Exposure Nomms.

6.4 Cancentration of NPAs

{¥ [0 crores)

. Yaar andad vouf srded
Particulars March 31,2032 Warch 31, 3093
Total Exposura ko the top twanty NPA accounts — 61.39F _ 40.40
Percentage of exposures ta mm.nuﬁ:a__u_muﬂummaﬂv» exposire to total Gross NPAs 52.41% 51,62%
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7  Darlvatives
The Bank has not undertaken any derbvative business during the year ended March 31, 2022 and March
31, 2021,

8 Secwritization transactions
The Bank has not done any securitization transactions during the year ended March 31, 2022 and year
ended March 31, 2021,

9  OFf Balance Shast SPVs spohsared
The Bank does not hold any sponsored off-balance sheet SPVs during the year ended March 31, 2022
and March 31, 2021,

10 Transfar to Depoaitor Education and Awareness Fund (DEAF)

The Bank has transfarraed #1.04 crore during the year ended March 31, 2022 and 0,84 crore for the year
ended March 31, 2021 to the Depositor Education and Awareness Fund [DEAF) as per the details below:

(¥ in crares)
R - e a1 L RS SN

Vear ended Year endedy.

vw..nniua March 31,2022 4 March 31, uau.%.

= — ————

ovuz_zmh-_.w.ﬁnh s_._..o_._:n Quhnmo:ua ta om>m : m.qu .40
Add: Amounts transferred to DEAF n:@mlﬂ:m.Hmmm.. . L 104 0.B8
Less; _>=..c.._:nm reimbursed by DEAF towards claims i a.04n 011
Closing vsﬁﬂnn 'of amounts transfemed to DEAF B.17 4.17

11 Segment Reporting
Segment details in compliance with AS-17 and pursuant to the Reserve Sank of Indfa guldelines, are as under:

(Fin crovas)
e R e i
“oorporiter . i Other Banking
JAutinesn Sagmants Treatury wholezala Banking & 2 Ratail Banking e P N Total
- Your Year <a=m Yoar W, ear <nn-m Year Year
W - anded wnded, ended ended snded ¢ anded ended ended) ended anded
Jerticulars March Merch 31, March March 31, march Warch 3Ly  March MarchILE March 31, Mareh a1,
— 31, 3022 20018 31,2022 4 2023§ 31,7022 ARR)E 5, 2023 § 200 2022 _aepy
wnc_w_...._n 143.89% 147.41 - 45.58 40.23 2 42988 353,56 12.85 10,10 T mun _ao muﬂuo
G il e g — S T
_amaz—n o.mpa. 1322 3.84 1.83 12472 8373 1117 B.6E l.m...am.bh uoﬂ 50
- - - - = - = —
::n:nnuann Mxﬁn:u—u X X . BLSS 5.76
’ o " 8448 5374
OperatingProfit e - o PO
Income Taxes. _ up.wvm. 12.85
Extraoritnary profit/ A - - -7 - - - - N -
Loes % 3 e m -
Net Profit = ] A 62.57 40.78
Other Infarmatfan: ¥
..... — = - — . - N R
mmn_ﬁm...- Assets 2, o.am. 1572,974.74 50011 uuazu.“_. ?mﬂm 34 3,B57.A% 0.82, 1.59 4 110.42 §,327.23
il it  dataieiot g S R S -ty
Unallacated Assets L " § L 43.50 4331
Total Assets ki . § 7.153.92 £,371,24
Segmeant Liabilitles m - - 0386295 13217 5245.83 S5a1pg ¢ 0.02° - §401.84 5,715.16
Unaligcated Liabilities 2 * 4 i " 226.20 20529
P E oo  dWEET
Tatal Lia 5 # : = » ;6.638.14 599045
Hote:
Tha Bank is operating in domastls segment, sa thara Is anly one geographic segment.
intar Segment trangactions are based an fer pricing as d ined by the g
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12 Rel d Party Discl L]
12.1 Related partias ac per Accounting Standard 18
Key Management Per t

a.  Mr, Sarvjit $Singh Samra — Managing Director

B.  Mr. Munish Jain - Chief Oparating Officer & Chief Financial Officer

¢.  Mr. Amit Sharma - Company Secretary

d.  Mr S.K, Dhawan — Head of Credit (KMP w.e.f. October 22, 2021)

e. Mrs. Richa Mahgzjan — Chlef Compliance Officer (KMP w.e.f. Qctaber 22, 2021)
f.  Mr Raghav Aggarwal — Chief Rigk Officer (KMP w.e.f Gctober 22, 2021)

Relatives of Key Manag t Per H
a. Mr. Sanvjit Singh Samra: Mr. Amardit Singh Samra, Mr Amardeep Samra, Mrs. Surinder Kaur Samra,
Mrs. Navnest Samra, Mra. Amarpreat Kaur Hayer, Mr, Shahbaz Singh Samra, Mr, Sangram Singh Samra

and Sarvjit Singh Samra HUF,

b, Mr. Mundsh Jain: Mr, Kimti Lal Jain, Mr. Vishal Jain, Mrs. Usha Jain, Mrs. Ruchi Jain, Mrs. Ritu Jain,
Mr. Aagam Jain, M. Gaurlsh Jaln and Munish Jain HUF,

c. M. Amlit Sharma: Mr. Mangal Chand Sharma, Mrs, Bimla Sharma, Mrs. Gitika Sharma, Mr. Kunal
Sharma, Miss Amayra Sharma, Mrs. Poonam Sharma, Mrs. Seemz Sharma, Mr. Ajay Sharma and
Mrs. Sheetal Sharma.

d. Mr. S.K. Dhawan; Mrs, Jeewan Asha, Mrs. Sujata Dhawan, Mrs. Rajni Dhawan, Mr. Vijlay Kumar Dhawan,
Mr. Ashwan} Kumar Dhawan, Mr. Arun Kumar Dhawan and Mr. Anil Kumar Dhawan.

e, Mrs. Rlcha Mahajan: Mr. Gaurav Mahajan, Mr. Arnay Mahajan, Miss Arshia Mahajan, Mrs. Neelam Sehgal,
Mr. R.K. Sehgal and Mr. Akhit Sehgal.

f. M~ Raghav Aggarwals Mr, Sunil Aggarwal, Mrs. indu Aggarwal, Mrs. Himan! Mittal and Mr. Karan Aggarwal

Assgociates/ Joint Ventures/ Others:
a. Capital Foundation Trust

12.2 The balances payable to/receivable from the related parties of the Bank as on March 31, 1022 are
givan below:

¥ I erores)
assorlafes/ W Relthves
ftame/ Ralated Party Parent idiary Joint, 4 of Key Total
i Managemant
Others”
-— e — TYTITTITS B atind o TTI TTm e T
Borrowlngs z_hz.._.. 2022 - - -
March 2021 - - -
Deposits March 2022 - - a2
March 2021 - - 0.3
— -— e T e .Ih T s l..ll b i I&ﬂ I
Placemant of March 2022 NERE NS M
Deposits March 2071 - - - - - -
||||||||||| - — s — mye=r = o aew
Advances March 2032 - - - % G.B1% 002 o, mmm
- o
March 2021 - - - - - _
Investments March2022 _ c o T JOUE R A A
March 3021 - - - - - -
B o March 2022 = AR e b -
commitmerts March 2021 - - - - - -
Leasing / AP wachzes - o0 T T ITTAT E - =
arrangemants evafted  gaen 2091 - - - T - -
- - — — - — — == —
Leasing f HF March 2022 o i e D raen e -

arrangements provided “yarch 2021 -
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12.3 The ] bat payabla tofracaivabla frem tha ral | parties of the Bank for the year andad
March 31, 2022 are ghven below:
(¥ kn crores}
Assoclatesf Key Relathes
hemsSf Ralated Party Parent  Subsldlary, Jolnt Wanagement of x.usw Total
Ventures/ Pereonnals Management,
- watiew wm - Othars “ s g Persomngl, L. o
Borrowlngs March 2022 LT o § o |.. . ._|-.!. ckom e = u,ﬂﬂmﬂ
Mareh 2021 - - - 0.10 147 L5T
Deposits T march2092 o - 2 ™ Taa " TEys T T4as 1943,

March 2021 - - 0,40 248 T.16 10.62
o e v e gy oy !
flacement of Deposits  March 2022 Co. Y - i

warch 2021 - - = = = -
Advances March2022 . A FT 7
o _ March 2021 - -
Investments March 2022 i3

“March 2021
Non-fundsd ‘Warch 2022
commitments March 2021
Leasing/ HP March 2022 . . . Te ko
arrangements availed  orheot _ B - - - .
Lezeing/ HP March 2022 _ s o e~ NN

arrangements provided  paeeh ona1 - - - - - -

£2.4 The details of transactions of the BEank with its related parties durlng the year ended March 33, 2022
are given below:

e o e = . T associabim RelTtves, ..ﬁu.suaﬁ,,ww
Itams/ Relatad Party® Parent icHarys Aol nag i \ana nn_u.ﬂ.””u«.u.. Totath
m - . p e mam om oo Othars nnsaa..._....o.. moao:__.or » u.
Purchasze of fixed March 2002 S N :HI ST 2 -
assets March 2021 - - - - - -
Sale of fixed assets March 2032 = ) .
Warch 2021 -
interast paid March 2022 — -
March 2021 - .
interest received March 2022 L
March 2021 -
(Leasing) March 2022 =
March 2021 -
Receiving of Services .w___uqn: 2022 xﬁ. 11. n
(Salary) ) March 2021 -
‘Management Contracts March 2022 T TRETTT e T
Mmarch 2021 - - - - - -
CSR Expense/ e e R S % 2
Cantribution “March 2021 - - 0.62 - - 0.52
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13 Leasas

Oparating Leases

The Bank has commitments under long term nen-cancellable operating teases primarily for premises.
The terms of renewal and escatation clauses are those normally prevalent in the agreements of similar
nature. Following s the summary of future rinimum lease rental commitments for such non-cancellable
operating leases:

@in o!i-\

o :.«M%MM_..QMMMM !S-_h‘rcwﬁmmuﬁ
Not later than one year - . 1.08 _1a9
Latar than Ona year and not Later than five years - 180 3.10

Later than five years 305 X
Total Mipimum lease rental commitments 4.03 §.38

Total lease rental expenditure under cancellable and non-cancetiable operating leases debited ta Profit &
Loss Account during the yesar ended March 31, 2022 Is 216,97 crore and during the year ended March 31,
2021 s ¥16.83 crore.

Flnance Leaze

The Bank has not taken any asset under finance lease during the year ended March 31, 2022 and March
31, 2021.

14 Earnings Per Share

Particulase tuah_oﬂu.sh S&.a*_.-war”n_nu
Hat profit after tax available tor aquity sharas (¥ in crora} 62.57- 40.78
zo_wuﬂulwcmﬂnnu rumber of nn:_d_. shares 3,33,5%, Opmm 3,38,61,909
Welghted averags number of onc:& -ruuou for ditutad nu_._._:u- uhb&whmmm _ _3A0A1,782
Basiz m!-__wﬁuch!—!da 18, L.__... _ 1204
9.—53& Ewrnings par ahara ® 18,22% .88
Face Value per shara (D) i. 108 10
15 Discl » of C

151 Customer Complalnts pertalning to Retall Paymant Channals {Including RTGS/NEFT, Automated Tetller
Machine (ATM)/Paint of Sale (POS) Transactions/Ecommerce Transactions, BEPS, IMPS, atc.)
%, Yaar enced 1“!...".‘“&“-

Na, Partoulars March 31,7027 aren 31, 2021

Lomplaints recefved by bank from i customerns . .

1 z:_.:coq of augéo:n_:n at Unmﬁ.._:n of the mo-_. “m I 4

2 z..__._._uaq of on__._._u_.oﬂn:ﬁ _.on._.u_can dufing the year® _ 1,43 762

2 N of i d during tha year . 1,438 754

31 Ofwhich, ...E.«.g of complalnts rejected by the bank i w&b.r 216

4 Number of nn_._..v.ﬁ...ﬁ pending at the end of the year i 11 [l

Maintalnabl I recer LEcs Bank fram the CBOs _ T .

5 Number of maintalnatt : aved by the bank from OBOs 5 5

51 OF§, number of complaints resotved In tavor of the bank by OROs I =

52 OfS, ber of plaints (ved thraugh conciliatiand mediation/ advisarles 4+ -
lssued by BOS = . . _

B3 Of §, pumber of complat lved after pasiing of Awards by BOR against the -t -
bank _ —_—

5 ber of award d within the stipidated time (other than those - -

“Qut of the above carnplaints, 137% complaints (722 previous year) are related to acqulring banks during the current yosr ending
March 31, 2022,
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15.2 Customar Complalnts ether than above:

= Year ended Yaar snded
Na,  Farticulas . u March 31,2025 Warch 31,2001
no:._u—m:_»- q-n-_ﬁn S_. _...-,:m _"_.E: ita I..EanoBEm 2 5
1 ber of pending at baginaing of e year % 3 3
2 Numbar of plai n La_....v‘n..mi o 257 amm
3 Number of complaints disposed during the yaar 295 208
2.1 ofwhich, ber of plaints rejwctad by the bank . 86 &2
‘4 Numbar of plabn ding 3t tha and of the yeas 5 3
bntainabl P dvad by the Bank from the 0BOs . .
8 Number of maintalnabls cocnplai ived by the bank from OBOS ¥ 18§ 28
5.1 OF 5, Aumber of complainta resolved In favor of the bank by BOs_ _ Em 1o
52 OfS, ber of ! tved through conclliations magitation/ 6 H
advizories _oa.._nn-uu.wn.- _ e - ]
53 of 5, ber of plal d after passing of Awards by BOs sgalnet the m - -
bark e .
€ Number of awards urimplamented within the stipulated e (othar ‘than thoss -4 -
appeslad) "
18,3 Top 5 grounds of Complaints received by the Bank
During the year endad March 31, 2022
& i —
‘e o P Humbar of Number of ﬂarna-ahn-nm&nu Mumbarof DIE, ﬂ.hc‘
tormplients camplalnzc complaints ot complaints
Grounds of complainty ) panding at rgubd o h.n :.,_u:_u._wm pending at pending
(. complaints ralating the heginning duringthe . ood ouar the the and of the bayand
af the year your prindous year yaar 39 dayw
L] - y ]
L r 2 s 3 i 4 i 5 . 6_ ¥
Ground - 1 AcbllelElacurant ¥ 08+ 172.65M%, af :
Banking  _ — 2 f EL3 damtms ——
Ground - 1 ATM/Deblt Cards &f 551*3 § pa.ouwm 5 -
Ground - 3 Loans and Ad s e 58 __ 34880 w EH =
Ground - .._.!Qu_o_.ﬁ__.n-uig prior ™ 40 (s88}% - - -
natlcaS tva charges! F |
Charges _ .
Ground - 5 Accaunt Opening/ Clfflculty in - a3 5,45 - -
operation of ascounts . . T .
Qthers (Complalnts not covred kK above 1y 146 T1ET 1 -
top § grounds) :
Total 1d 1 .amm 84.86% 18 -
1AM Lainte are related to acquicing Danks
-
13
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17 Remunsration (Contd.)

During the year ended March 321, 2021

Numberof  Numbet of ._..‘_.E.H.om- Numberof  OF B, nurnber To pramote the achlevement of strategic The varlable pay should be:
£ Lat dacre complaints  of complaintaz ohiectives  within  the  company's
rewmvds of bnts o -
Mh.on!v.-ﬂhd.h»ﬁs.ﬁ- panding 8t rwcaived o panding ¥t vt.&..nm rick appetite; Atleast 100% but .:2 more than 200%
the begginning duting the u-noz-nn!_niq!l.ci_ﬁ the end of the bayond’ of the fixed pay in case of Managing
of the year ws». pravious year Jwr uoa.ﬂ. = To promote f support positive outcomes Dirgctar and CEQO and Whole Time
1 2 3 . 5 5 across the econemlc and social context Director:
Ground - 1 _»._.Em-gnnba- 4 ..&lmw» (17.36)% B mM T in which the company operates and - Atleast 50% but not more than 70%
Ground = 2 Internet/Moblle/Electronic - 333+ 398.20% 1 - * To promote an ethical culture and (earller 60%) of the fixed pay for
Banking _ respansible corporate cltlzenship, executlve oversesing one Businece
Ground - 3 Foreclosure n...!aa- 1 - n!ybn” 1 * = To apsure that the remuneration of "MD & ””M “.:hnnnh”””n Mnm%ﬂmﬁmwuw__ﬂhqmm”hwucc“
.m_d::n 4 Loans and Advances - 43 13.18% - - CEO", *whola Tima Directors” & Materlal the v p M_ 10
Ground - 8 Staff mns!_h_._lqn - a5 E00% - - Rigk Takars Iz fair and reasonable n the rﬂ pay ﬂ_owonz .Su n_.__daun :m
Othaws (Complaints not covened in above - ne 46.04% 1 b context of averall Bank's remungration, ””ﬂ” .s_“.ﬂmo_._n sinags line In case o
tp & grounds) .
Total wrou ry 1,083 IIAER ey 2 = adherence to principles of good corporate
governance, ag depicted in “best practice” Out of above, 50% of the variable pay
* 722 complatnte are related to acqulring Banks *Repressntation raised with OR0 office/ather bank and regulatory framewarks should be via non cash instruments,
= Make a clear distinction between levels _muuﬂwﬂnrﬂ_” nﬂm&“ ﬂonwmv“”nﬂmﬂﬂaw
154 Awnrds Paseed by tha Banking Ombudsman — ] " of accountabitity and pay package. tinked Instruments, the whole amouns
war anded,
Particlars March 31,2022 Mgt 21, 2025 i) Fixed Pay can ba pald via cash.
Mo of Unimplemanted Awarde at tha beginning of the year - - The fixed pay is the base element of the « Within the said rangs and as per the
No. of Awards passed by the Banking Ombudsmen during the year ' - - ramuneration that reflacts the amployee’s abova ceiling, the NRC decides the shert
‘Mo, of Awards implemented during the __c-.. - - - - . role or position In the Bank and s payable term varlable pay %age for the period
Rl — — ————r for doing the expected Job, ingluding but keeping In the view the various factors
plerne weprd - -
Mo, of Unim nted A = at the and of the year L not timfted to basle satary, statutory bonus, including but not Umited to present mnd
. T " N allowances, pergquigites, profit In Usu of prospactive capltal gosition, wmarket
es -~ axecutive
i O ot F bl by the RB! “J”.oﬂa " c.u#u.n»o-a consizting of the salary and any other component paid, dynamics and risk pog'tlan of the Bank.
There has been na penalty imposed by the REI o Ng Members:
measured on the cost to company hasis, « Tha variabd Is finked with
during the year ended March 31, 2022 and March # Mr, Gurprest Singh Chug, Chalrman Guaranteed remuneration is pald on monthly 8 variatie pay I8 ln vith  the
31,201, + Mr. Rakesh Sonl. Member basls and is normally benchmarked against _uMuoﬂggoo wﬁ nw_ﬂ_.n 8 nﬂon“__s.__n -”M
- ' the financial services market and is aligned w ﬁo n_anmo.. ° di e ﬂa Msn t
17 Remunscation * M. Sham Singh Bains, Membar to the expacted oparational performance. erfod ang accordingly the performance
17,1 Quatitative Informatfon with ref to measuramant is done basis varicus key
Whale TIme Directors / Managing Director & * Mr. Gurdeep Singh, Member v} Variable Pay performance indicaters including:

Chief Executive Officer/Matarial Rick Takars
(MRT)

h

Nomination and Remunaration Committes
The Bank has constltuted Nomingflon
and Remunaration Commlittee (NRC) for
overseeing and governing the compensation
palicas of the Bank. The committee oversess
the framing, review and Implementatlon of
compensation policy of the Bank on bahalf
of the Beard for Managing Director & Chief
Exacutive Gificer, Whola Tkne Girectors &
Material Risk Takers.,

The Board of Diractors In the maeting
hald on May 11, 2021 reconstifuted the
Nominatan and sticn Committes,
The C ittee has four members v
two mambers from Risk :n:uno..:o.on
Committes of the Board, The majority of the

members of the commities are Indepandant

132 | annual repon 202122

iy

Philoscphy and Kay Obfectives
The Compensatlon Policy {“the Policy™)
of the Bank almg at the Aank’s philosophy
to recruit, motivate, reward and retain
1oy who beli in, and live by, our
n_...__".._na and values, The Bank andeavors t&
sncourags entrepreneurshlp by creating a
warklng environment that motivates high
parformance so that all employees can
pozitively contribute to the strategy, vision,
goals and values of the Bank. The key
objactives of tha Policy are;

~ Te suppert the orpanization's strategy
by helping to build a competitive, high
performance and innovative company
with an entreprenecurial cuiture that
attracts, retafns, motivates and rewards
high-performing employess;

The variable pay is the reward element
of the remunseration, focused to create
a performance culture in the Bank, Is
payable as a reward to Individuals or
team3s for achleving strong results in terms
of pre-determined goals. The variable
remuneration of an smployes(s) can be
short term or long term depending upon
the category of the amployeals); {1) Short
Tearm Variable Reamuneration {8 paid either
on half yearly or yearly frequency on the
basls of perfarmance based scorecard or
individual employee rating: orfand (2) Long
Term Variable Remuneration Is paid on
more than annual fraquency om the basis
of longevity and long-term parformance
of the employes in the form of ESOPs anly
{Including Cash Linked Stock Appraciation
Rights),

- Individual Rating;
Profitabltity Achlevement;

- Business Growth Azhlevament;

- Credit Risk {NPA position, SMA 2
position);

- Market Risk (LCR, Duration gap
Analysit):

- Solvency Risk {Leverage mmn_o Capital
Adegquacy Ratio)

A minimum of 60% of the total varlable
pay (including at leagt 50% of the cagh
componant i cash component is ¥25
Laca or more), is deferred over a periad
of 3 years. Further, in case of various
events, the deferred compensation is
subject to the malus arrangemant.
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17 Remunaration {Contd.} 17 Remuneration (Contd)

v} Guaranteed Bonus retiral benefits, atc.) except in case where mclﬂu...x.__ii ¥eur endad Yaar anded
The Bank doas not allow any guaranteed it is Jatory by any No. - W Warch 3i, 2022 ma March 31, 2031
bonus except bonus payable under the E3 .Enu__ AMOuNt o—iq:nnu.i during the - -
Paymant of Bonus Act. Further, the Joining/ vl] Hedging financial year due to ex- post implick *

Signing bonus is permissible in the context The Bank does not provide any facility or ¢ %cﬁﬂnﬂﬂ idomitiad - — — 2

of hirlng of executive in the form of ESOPs funds or permit employees to Insure or e z_””v! o_,owuouo whers maius has — _ — —_— = —— = .
only and be limited to the firgt Period, hedge their compensation structure to besn exarcizad,

Further, the Bank will not grant severance offset the risk alignment effects embedded G.J Number of cases whare claw back hts - - — 3 -

pay other than accrued benefits (gratuity,

17.2 Quantitative Infor

in their compansation arrangemant,

with referapce to Whaole Tims Directora/Managing Director & Chlef Exscutive

been sxerciged, __
6.2 Number of cases where both malus
and claw back have been axercisad,

—-F

Officer/Material Risk Takara M~ The mean pay for the bank as a whole “The Bunk does not have any WTO, Tha Bank do#s not have any WTO.
. PE—— s o™ (oxeluding sub-staff) and the deviation §

K, Partisulars ) A SR Ty e | Gf the pay of ech f s WIS from

A Numbet of maetings held by the Number of Meetings: & Number of Maetings: 2 —— & FAGAG paY,

B e o ratonoqrq Mo rumuneration s being paid to. o resunaration Is baing paid to 18 Disclosurs on r atlon to Non-Exscitive and diractors {other thas Independant directora)
to Its members, exoopt the sining fess. « mambrers excapt the stiing feas. Directors and Capltal Small Finance Bank Limired —

8.1 Number of employees hawing recelvad 2 ) 2 Remunaeration by way of sitting fess to the Non- Employses Stock Option Flan for Material Risk
» varlbie ramunerstion sward during Executive Directors for attending meetings of Takers ("CSFR ESOP for MRTs™) was approved
the financial year, —— o . . _ the Board and Its committees during the year by the shareholders of the 8ank on July 11,

B.2 Numbar and total amount of sign- = - ended March 31, 2022 amounted to ¥0.36 crore 2020 smended further on October 22, 2021,
o eads during the financls) and 20.23 crore during the year ended March for granting equlty stock options te its material

B3 W_“.“__h - - 31,2021 riskt takers,

of n.._u_.u_._nnn& borus, F any, - - 3 9
Id as Jpining / $ign on bonys i i
w..—|w.“#=.- ruhﬂgimn pay, In addidan - T -0 == - Further, during the current year, the Bank has 18.2The stock options wili be squity settled.
o acerued bunefits, if wy. _ _ paid the ramuneraticn amounting 10 30.14 crore )

C.1 Total amount of outstanding deferred  Tatal amount of deferred Total amngunt of deferred and T0.11 crore during the year ended March 31, 19.3Theaccounting for stock options isin sccordance
remuneration, aplit Into cagh, shares  remuneration as on March 31, remuneration as on March 31, 2021 In the form of profit based commission with the Guldance Note on Accounting for
and share-linked (nsgumanta and 2022 (eumulative Including the prle s B te the Nan=Executive Dlrectors ather than Employse Share-based Payments lssued by the
athay forms. previout year Ve +  Cash Incentive .58 crore; the Chalrpersen, Institute of Chartered Actountants of Indfa.

» Caan incenthve £1.25 crove; and: and
. _+_No, of options granted 38,550 -, " _No.of options grantad 13,261 19 A ting for ampl sharebased 19.4The Nomination and Remuneration Committes
€2 Total amount of deferred z - e - of the Bank In empowered to sdministrate,

remunaration paéd out In the flnanclat
YORr,
b & ._k_!.ﬂ.. h_. uneration .+ gied pay £2.26 crore
fixad ‘nd varlale %#hnaﬂ»i none ° variable pay {cash) T1.34 crora
i for FY 2021-22 out of which

= Flixed pay €2,10 crive

= Variabla pay {ash] ¥1.16 crora
for FY 2020-21 out of which

18,2 Capltal Small Finance Bank Limlted - Employeas

Stock Option Plan 2018 {"CSFB ESOP 2018") was
approved by the shareholders of the Bank, in
the Annual General Maeting held on August 16,
2018 arnended further on October 22, 2021, for

implement and superintend the plan. its powers
include determination of ebigible employees,
deteemine the parameters for grant of optons,
vesting conditlons, determination of exerclse
period, among others.

defurred. 2087 crorm s deferrad. ¥0.58 crore is defeired, granting equity stock options to fte employees
« varlable pay (ESOPs to MRT} » Variahle pay (ESOPs to MAT)
18,289 ouuﬂa. out of which 18,251 opticn aut of which 18.5Th# detalls of the scheme ere as under:
15,299 aptions ere n&o:anr 19,253 options are deferred. ) . .
The varfabte tan . The vartant ation Ll - nta hd . E
to MD & CEO shal be paid u:Emﬂ» payable to MD & CEO has baen Scheme Grant Date of Grant Vesting Endrcise Perod u Prica pas .w-..-ﬂ.-aa of
to approval from the RBL updated us per the approval F « 5 aptign  Sortlament
receivad from the RBA * - -l s =
El 42..-_ armount of outstanding Totat ameunt of deferred Total amount of defamed CSFB ESQP Tranche 1 g an, us.w Graded ﬁun:ﬂ Twebm months from e Equdty
Jon wnd ined tion as on March 31, remungration as on March 31, 2018 Apwil 30, 2020~ 25% the date ¢f vesting
remunaration nxuaa& 1% E past uo»u [eumulathve 30—.8.:5 the 0210 April 30, 2021- 30%
plicit and / r Implei Aous year Jon} is + Cash Incantive 20.58 crone; April 30, 2027- 45%
< Cash incentiva 1.25 crose; and and CSFA ESGP for Trancha 1  Apeit 30,2021 Gradsd Vasting: Twelve months from no Eguiy
* No, af optiens granted 38,650 «_Ho, of options grantad 18,281 WMRTs April 30, 2022- 33.33% the date of vesting
i — — — 2N April 30, 1023~ 32,33% P
E2 Tetal amount of recuctions during the - - April 30, 2024- 32.92%
financlal year dus to sx- post sxplleit — -— - —— SR —— - ——
adjustmenty. . . CSFB ESOP Tranche 2 July 15, 2071 Septamber 30, 2023- 100%  Twelve manths From 98 Equlity
w01 — - _ the date of vesting
CSFB ESOP Trancha 3 wan_"o:.aﬁ AUgUst 31, 2004~ 100% Twelve months frem me Equlty
2028 01, 2021 the date of vesting
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19,8 Activity In the options outstanding-
Under tha CSF8 ESOP 2018 ptan-
Mareh 31, 2022 March 31, 2021

Particutary {Mumber of {Rumbar of

— oot optons)
Optlans outstanding, beginning of the yesr 4,685,511 6,50,408
Granted during the year u.no.qmow -
mnnzn_aan_ curing the year 133410 _ 103484
Fortahted / Lapted during the year B i 08,411 81,621
Options cutstanding, end of the year m.qn.auo- 4,85,511
Options sxarclushla LA 38,823

Undar CSFR ESOF for MRTe-
warch 31, 2022 sarch 31, 70218

Particulars (Mombar of [Number of
Dptlons} Qptlony),
Cptians outstanding, beginning of tha year . -
Granted dusing the year _ . — 11.—lwwn..ulnm. _ -
Exercivad during the year - -
Forfaltad / Lapsed during the year - -
Options cutstanding, end of the ywar 19,2815 -
Optione exercisable 4 -

19,7 The below tahte shows the fair value of options and inputs considered for calculating them as per the
Black Scholes method -

=
CSFB ESOP 201K “csra esofvein® “ZEFn €S0P To1

Particutars (Tranche 3, {Tranche 2) (Tanche B
TR . L]
Date of grant April 30, 2018 July 16,2021 September 01,
o
Falr value of cption (0 - T Tmar 18318 18529
Risk-fres Interast rate (%) B.85%-5.00% 5.06% _5a4%
Expactad lte (ears . 1fasymn  2Timan  asdyens
Expected volatility (%) 3153%-33.01% “OT% A1.80%
Expectert dividend rate {36} - - -
= raEsoOP
. ,w_m.,_uwﬁ.ﬁﬁw.
Data of F grant . N _ >n_.= ulPInMH_.
Fair value of option (8 T 256.04
w_-_?;mn intarest rate 3& ahuf.whm#
mxvunﬁn ufn Qﬁu:a . . . me..ulmaq.m»il
Expectad volatility (%) - - A207%-50.86%
mx_u-onoq dividend rate (%} -

19.8The RBl vide fts clarlfication dated August 30, 2021 on g on n of whole tUrne
directors/chlef executive officers/material rigk takers w:a control function 2»___“ mn_inma banks that
tha falr valus of the share linked instruments on the date of grant should ba recognized as an exp
for &ll instruments grantad after the pericd ending March 31, 2021. Accordingly, the 8ank measures the
coust of ESOP using the fair value mathod for stock options granted post March 31, 2021 Inctuding grant
to the Mataerlal Risk Takers ag a part of their variable compensation and uses the Intringle vatue methad
far stock optlons granted prior to the sald perlod. Had the Bank used the falr value model to determine
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compensation for grants prior to March 31, 2021, ite profit after tax and earninge per share as reported

would have changed as indlcated below:

@ In crores)
Eartieulis - - " - 33..&5«
Profit u_.n-w n-a as Bnoaon _ _ _ mun‘mq
Add: ESOP okt using Intrinsic valiie mathod (et of tax) _1m3
Lesst ESOP cost using falr valus method {hat of ted . @m
Profit after tax [adjustad) e 62,33
Earnings Par Share - _ _
Basic -
-Asreportsd laay
- )n__ca-ba for ESOP uslng fair valua method . 184
_Diluted " . .
- A reportad 18.23
« Adjusted for ESOP ualng fafr value rethod 1807

20 Staff Retiramant Banefits

20.1Reconciliation of opening and closing balange of the present value of the dafined benefit cbligaton for

the gratuity hanafit of the Bank is as below:

{€ In crores)

o - b M e 3 T ywmr endad Your and
P e v o o e e o _SachTUI s g3y
U-a_..a _u!!_:. ocm|n.nso= Uabllity - — — e —
Opening o_u:nsn_n:m _ _ _ o _ _6.46 Ly 531
Service Cost L 100 093
Cost . 048 o.I8
“Agtunrial (Galn)/Loss. _ _ i8] = (oum
“Uabliltles axtingulshed on settlament _ - -
Banefits Paid . (.35} (013
Obligaticns at last date of ﬂ..a yoar_ _ _ [ ) R - 1Y
Flan ».omﬁ at falr valus . R — L .o
Opening Plan Assats, at falr val value - 648 543
E d recurn n_._v_b:n»nonn e o a‘mm# __ 029
__»oncnln_. nw.:krammu {0.13) 0.30
“Assats disiributed on sattlemant o
Conmibutions - - — S 1. 7 )
Benefits Pald § (6.38), {0.13)
v_.»:»-u»on-:%cn_.:oﬂ_bm.nnu.omc‘f! o
_Falr value of Plan -bwnﬁa!l.-l-.._wn and of the year 745 848
-#303 Value of the defined benefit obligation at the end of the year . 7.35% 845
ESQE__E_Q at lagt data of the _ B — o106, __ _pos
;;;;; on Pian Uabilites - C 019 —_  lam
m.ﬁna.:nm n&.._n::usﬂ on Plan Acgets _ . R, 5 ] ) __.. 9w
Costfor theyesr i v — .
“Service Tost 100 083
Coxt x 0.45 0.3E
Expacied Rewirn on Plan Assers - — fas] (039
_Actuarisl { 1 {Gainy/Loss {0.08) (o.28),
‘Net Cost _ 093 058
Krvestvent detally of Plan Ascets —_— = L —
_u_.n: aswsts are Invasted in Insurer munagad funds. e Y
1
interast Rate 1 e 8.50%
Satary escatatlon rate _ 6.00%¢ 5.00%
Estimuted rate of return on plan sseats 1 7.00%F 5.00%
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The estimate of salary growth rate takes into account of inflatlon, market dyaamics, seniarity, promotion
and other relevant factors an long-term bagis,

20.2The actuarial labMty of compensated ab of lated d and slck | of the employess
of the Pank Is as below:

(® In grores)
it Wil WO
Earned Leaves o 410, a1
Sich Lemvas . o 1.01 0.88
Total Actuarlal Liabilfty z [XT 5.00
Assumptions _ B oM .
Interest Rats . 720%% 8.50%
Salary Escalatian Rata 5.00% E.00%

The estimate of salary growth rate takes Into account of inflation, market dynamics, sanlority, promotion
and othar relevant factors on long-term basis.

20.3Llablllty towards Unamortized Panslon

The Bank does not have any unamortized liability against penston durfng the year ended March 31, 2022
and year endad March 31, 2021,

21 Business Ratios

ded
Particutary s!n‘nw_‘-.a»o»u !lﬂ.«oﬂr!unmum
I, Intarast Income as a percentage to Working Funds* BASH 2.65%
Il Non-interest INcome as & percentage to Working Funds* o.7e% 0.78%
Il Cost of Deposits _ SO0t T __ _6.6a%
Iv. _Nut kiterest Mangink® - 374% 3.40%
v o.w...-n_aw Profic** as PE 1 sa.._nun Fund LE6%, 1.21%
i, Return on Assets e 8 0.92% 0.69%
Wi, Businass (Deposhs plus ad ) & per employee” (T in crores) __ &sos s
will. Profit par ...:u_uun {Operatimg Profity* (€ in crores) 0.07% 0.04

working funds hewe been reckonsd a6 sverage of total assets ax reparted to Reserve Bank of indly In Form X under Section
27 of the Gankfng Regulation Act, 1949, durlng the year,

*+Oparsting prafit ls the net profit for the year hefors provisions and

@ Return pn Assets b calcvlated with ref ta hly wge working funds (Working funds taken ax total of masete
wncluding sccumulated lossas, if any)l

¥ For the purposs of putstion of business per employes busk is calcutated by adding depacits and Juding
Inter-bank deposita.

* Progductivity ratlos are based on uE of amplaoy

25 00t Margin has hean pursd hased on the Net income (L - E ) and g
of torsl axsats ax raportad to Ressrva Bank of india In Form X under Ssction 27 of the Banking Regutat bnn..__.w_-wn.._::nn:-
year.
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22 B Buaal

@ In crome)
- - b Yawr pndeg Yaar andad
Fatfremunaration E.mm..ia_ ! March 3%, 2093 arch 31, 2021
ek A ST W R W R T = - ———
1. Life insurance T2 5348
2. General Insurance 2.56 230
23 Marketing and Distrbution
X in grores)
e w - - CERm A an b Your ervded »t(niﬂ.l.-ﬂ!ﬁn
noo_..__..s..zo«»n_o: received . S . 81, 2022 arch 31,3021,
_sn.:ﬁa_:n y_..n_ Dlstributlon -2 -
24 Petails of Priority Sector Lending Cartificates (PSLC)
(¢ In crores)
- * Vaas pded laarch 31, 7072 vearsnded March 372091 T
__S__...__ PSLGC PELC bought PSLC sotd during PELE bought  PELC seld ni_._%
A AR = w during the yewr the year during the yaer, the year
Eﬂ._ﬂ ...I - mwmbm..w - 665.00
Small and :-ﬁ_:L Farmers " 345.00 - 166.00 -
!.ﬂl.ﬁ tlzala.w__ahn - - - -
Genaral - - 50.00 -
Total 345.00 5a5.04 215.00 865.00

25 Provisions and Contingencles
The break-up of the provisions and contingencies included in profit and loss wecount s ghvan hareundar:

(¥ In croves)
- o rm - _—

Yaar anded Year andaay
tlaBEu e warch L, 2027 March 31,2021,
Ew«wm_.uhgﬂau Taxesk o a9 1285
Provizions towerds Standard Assets o - d141 (.0

Frovision towards Non-performing Ady 1742 1484

Total 50.65 20.73

ol B s Tavew
(¢ In crores)
iy

Tens anded Yadr andad

Particulare e March 31,2022 Warah 31, 2021

Incoms Tax o _ 24,97 anmnr

Defersad Tax ) (3.08} 0.18

26 Dalerrad Tax Acsat

Othor Assets include deferrad tax asset of an amount egual to 26,91 crore and for the year anded March 31,
2021 Ts equal to T3.76 crore as detaited below:

" (¥ in crores)

= T Amen = Anen

unn._h_.,__u._.h. e w - o i March 31, 70232 uareh 32, 2071

Daferrad Tax Llabilities . _ % 171 1.73
Depracla aticn on Fived Astats [YT N 137

Bpaclal Reserve under section J6(viiiy 7 091 0A8

Deferred Tax Assets - 3 [XF] 5AD

Lown Loss _...3,__?_9.—. - _ Ti8 _ __ 4a0

Owwars. N 1.37 1.09
‘Duterrag Tax Lisbiiitias/(Azsata) {Net) (.61} Q.78)
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Schedules forming part of the Financial Statements
as on March 31, 2022

27

28

29

30

31

32

Status of Ind AS Implamantation

As per R8I clreular RPIf2015 -16/315 DBR.BP.BC. NO.76/21.07.001/2015-16 dated 11™ February 2016
Implementation of Indian Accounting Standards (Ind AS), Banks are advised that scheduled cornmercial
banks (axcluding RRBs) shall foliow the Indian Accounting Standards as notlfied under the Companies
{Indian Accounting Standards) Rules, 2015, subject to any guideline or direction Issued by the RBIin this
regard. Banks in India currently prepare their financiat statements as per the guldelines issued by the
RBI, the Accounting Standards notified under section 133 of the Companies Act, 2013 and generally
accepted accounting principles in India {indian GAAP), In January 2016, the Ministry of Corparate Affairs
issued the roadmap for implementation of new Indian Accounting Standards (Ind A%}, which were based
on convergence with the International Financial Reporting Standards (JFRS), for scheduled commercial
banks, insurance campanles and non-banking financial companies (NBFCs). In March 2019, RBI deferred
the Implementation of Ind AS for banks till further notice as the recommended legislative amendments
were under consideration of Government of lndla. The Bank had undertaken preliminary diagnostic
analysis of the GAAP differances between Indian GAAP vig-a-vis Ind AS and shall proceed for ensuring
the compliance as per applicable requirements and directions In this regard and the Bank is submitting
Proforma Ind AS Financial Statements to the BBl on a half yearly basis,

Payment of DICGC Insurance Pramium

[® In croces)

Yaar snged Year Ended

%. No. Particulers Warch 31,2022  March 11,2021
1. Paymentof DICGC Insurance Premium R £ 6.38

2. Armearsn p t of DICGC prami - -

Detes to Micro, Smatl and Medlum Enterprises

On the basis of information and records available with the management and confirmation sought by
the management from suppliers on thelr registration with the specified authority under MSMED, there
have been no reported cases of delay in payments to Micra, Small and Medium Enterprises or of interest
payments due to delay in such payments.

Corporate Social Resp ihility
(2 in crocas)
Partiouk Yaar ended Yoar a:.mﬂnm
Artigutars. March 31, 2022 March 31,2021y
Total amount te be spent . oTre Q.61
spant . .77 0.82
Amount unspent ] - -

The Bank has formulated a trust in the name of Capital Foundation. The CSR expenses are taken care by
the Capital Foundation. Tha above expenditure of B0.77 crare and 20.62 crore for the year ended March
31, 2021 has been contributed to the Capital Foundation Trust during the year.

Description of Cantingant Llabitlties

Partculars m » Bl Ugﬂq—‘ﬁmﬂ = a ~ = o WS WG
Guarantees given on behalf of constituants Tn India.  As a part of its commercial banking activities, the Bank issues

bank puarantees an behalf of Its «
Acceptances, endorsements and other ahligations. Includes Lettars of credit issuad on behalf of the customers
that enhances the credit standing of the Bank's customers.
Includes capital commitments and amount transferred to
the RBI under the Depaositor Education and Awareness Fund
{DEAF).

QOther items for which Bank is contfngently labte,

Invastor Education and Protection Fund
Thera has been no delay in transferring amounts required to be transferred to the Investor Education
and Protection Fund by the Bank,
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a3

a4

a5

A

Other Expanditurs
Other expenditure includes amount paid for securlty & service charges that are exceeding 1% of the total
income of the Bank.

¥ In crores)
Conrti ﬂl el - Faar anded Year endad®
e - - vureh S 2532 gk 5,200
Other Expenditure £.50 a4.23
Payment to Auditars
(@ in groces)
il = 4 ¥aar anded Yaar anded
Farticulars - . ®  wmarch 31,2027  Majeh 31, 3035
Audit Fees 5 H 345 040
_Dther Cartificate Fees and other sarvices " 0.29+ .07
Out of Pocket Ex] i 0.06 0.02

*wxcludes 2000 crore paid on behalf of Setling Shareholders.
Comparative Figures

Figures for the previous year have been regrouped and reclassified wherever necessary to conform to
the current year's presentation.

per our report of even date

For TR Chadha & Co. LLP  For and on behalf of The Board of

Charterad Accountants

Cagltal Smail Finance Bank Limited

FRN: D067 L1N/NSO0028

Hitesh Garg Sarviit Singh Samra _ Dinesh Gupta Gurpreet Singh Chug
Partner Managing Director & Chiaf Exacutive Cificer Dlractor Director
Membarghip No.;S02965 DiN: 00477444 DIN: 00475313 DIN: 010033848
Munish Jalr Amit Sharma
Chief Financial Officer & Chief Operating Officar Company Secretary

Date : May 13, 2022
Plage : New Dalhi

Data : May 13, 2022 Wem. No, FCS10888

Place : Jalandhar
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CAFITAL SMALL FEINANCE BANX LIMITED

Pillar 3 Disclosure

The Regarve Bank of Indfa (RBI) vide its circular DBR.No,BP.BC.4/21.06.001/2015-16 dated July 01, 2015 on
"‘Prudential guideling on Capltal Adequacy and Market Diseipline = New Capital Adequacy Framewark (NCAF)'
requires banks to make Pillar 3 disclosures Including leverage ratio, llquldity coverage ratlo and net stable
funding ratio. The document has not been subject to Statutory Audit or any limlted review. These disclogures
ara available on Capital Small finance Bank’s webgite under the “investor Disclosures' section at www.
caphatbank.co.in

The lhvestor Disclosures section contalns the following disclosures:
7 Qualitative and Quantitative Flilar 3 disclosures;

Scope of application

F]

Caphtal adequacy framewoark and Capital Structure
« Capltal Funds
= Leveraga Ratio
x Capltal Requirement for varlous Risks and Waeighted Assats
Credit risk
Procass

~

* Credit Congentratien Risk
% RBI Classiflcatfon and provisioning requirements
% Cradit Risk Exposures
* Residual contrectugl maturity breakdown of Assets
Asset Quallty
Credit risk: Portfolics subject to the Standardised Approach
% Credit Rattng Agencles
x Rlsk Weight Wise Exposura Distribution
» Credit risk .._.nn_mwn_onu.oxn_ou_.:.ua far standardized approach
Eilgible Financial Collateral

Exposure covered by Financial Collateral past hafrocuts

ks

~ Market rlek
¥ Qparational rigk
~ Ligquldity Risk
interest Rate Risk in Banking Book
# Eamings Perspective
« Econornic Value Perspectlve
« Composition of capital and r Illation requiremants.
7 Maln features of regulatory capital Instr t
Liquidity tovarage ratlo disclogurs,
~ Nat Stable Funding Ratlo disclosura.
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DISCLAIMER FROM CAPITAL SMALL FINANCE BANK LIMITED

Thia report and information, including the Management Discussion angd Analysls presentation, may contaln
forward-looking staternents that involwe risks and uncertalnties. Wa have basad these forward looking
staternants on our current Delisfs, expectations and intentlons as to facts, actlons and events that will
or may oceur in the future, Such statements genarally are identified by forward-leoking words such as
“belleva,” “plan,” “anticlpate,” “continue,” “estimate,” “expect,” “may." “will® or other similar words. A
forward-looking statermaent may include a statament of the assumptions or basis underlying the forward-
tooking statement. We have ch these ptions or basis In good faith, and we beliave that thay are
reasonable In atl materlal respects. However, we caution you that forward looking statements and essurned
facts or bases ulmost always vary from actual results, and the differences between the results Implied by
the forward-locking st 5 and d facts or bagses and actuai results can be materfal, dapending
on tha clrcumstances. You should also keep In mind that uny forward-looking statemant mads by us In thia
Report or elsewhere speaks only as of the date on which we made it. New risks and uncertainties come up
fraen tlme to time, and It is impossible for us to predict these events or how they may affect us, We have
no duty to, and da not Intend 1o, update or revise the forward-looking statements in this Report after tha
date hareof, In light of these fsks and uncertalntles, any forward-losking stat t mads in this Report or
elsewhaera may or may nat occur and hae te ba understood and read along with this supplementat disclasure.
wa use a variety of financial and cperational parformance indicators to measure and analyse our financial
performance and finanelal zondltion fram period to peried and to manage our business. Further, financial
or performance Indicators used hare, have timitations ae analytical wools, and should not be iered
In Izolation from, or as a substitute for, analysis of our bistorical financial performance, as reportad ang
o d In our fl lal staternants. Further, past parformance & nat nacessarlly indicative of future
rasulte, You are cautioned not to place undue rellanca on these forward-looking ttatements, which are
based an current view of tha 8ank's manegement on future avents.

DISCLAIMER FROM CRISIL LIMITED

"CRISIL Research, a division of CRISIL Limlted (CRISIL} has taken due care and cautipn in preparing the
repart titled “Report on Small Finance Banks and various loan products” dated September 20217 (“Report”)
({issuved on behalf of appointment by Capital Small Finance Bank LimTted, pursuant to an engagement letter
dated August 16, 2021), based on the Infarmation obtained by CRISIL from sources which it considers
reliable (“Oata”). This Report Is not a recommendation to Invest / dislnvest In any entity coverad in tha
Report and no part of this Report should be construed as an expert advice of investment advice or any
form of investment banking withla the mesning of any law or regulation. Without Umitiag the generality
of tha foregoing, nothing In the Report is to be construed as CRISIL previding or intendIng to provide any
sarvices In Jurigdictions whera CRISIL does not have the necessary permission and/or registratian to carvy
out its butinese activities in thls regard. Capltal Small Finance Bank Lirnlted will be responsible far enguring
compliances and consequences of non-compllances for uge of the Report or part thereof outside Indla.
CRISIL Research operates Indapendently of, and does not have access to Information obtained by CRISIL
Ratings Limited / CRISIL Rlsk and Infragtructure Solutions Ltd (CRIS), which may, in their regular operations,
cbtain Information of a canfidentlal nature, The views expressad in the Report are that of CRISIL Research
and not of CRISIL Ratings Limited f CRIS. No part of the Report may be published/reproduced In any form
without CRISIL's prior written epproval®
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