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Welcome to the Equitas ecosystem!

Equitas Small Finance Bank (Equitas) is one of the
largest small finance banks in India. As a new-age
bank in one of the fastest growing economies, we
offer a bouquet of products and services tailored
to meet the needs of our customers — individuals
with limited access to formal financing channels,
as well as affluent and mass affluent, Small &
Medium Enterprises (SMEs) and corporates. Our
firmly entrenched strategy focuses on providing
credit to the unbanked and underbanked micro
and small entrepreneurs, developing products to
address the growing aspirations at the ‘bottom
of the pyramid’, fuelled by granular deposits and
‘value for money’ banking relationships.
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Emerging stronger. Together.

As a Bank, we have always believed in our customers’ dynamism, vibrancy
and ability to withstand hardships in life. That belief enabled us to go against
conventional wisdom by encouraging all our customers to avail the benefit
granted by way of moratorium on loan repayments to help them tide over the
crisis by conserving capital needed to restart their small enterprise.

There comes a time when dramatic changes
disrupt the very way of life, throwing open
unprecedented challenges and testing our
abilities to survive and thrive. The COVID-19
pandemic is one such crisis that brought to the
fore the resilient spirit of humanity as a whole.

As the unlocking began, our customers bounced back sharply, with the
majority regularising their repayments at the end of the moratorium period.
We attribute our success in a difficult year to our customers who demonstrated
incredible resilience in the face of supposedly insurmountable adversity.

Today, we are witness to thousands of success stories of people borrowing
small amounts of money while building financial assets, and creating a formal
financial footprint. We remain committed more than ever to being a catalyst in
the convergence of increasing income, the evolving access and affordability of
financial services.

X bucket collection efficiency
at pre-COVID levels

Emergence from COVID
(Disbursements top 3 segments) (% cr)

February 2020 December 2020 March 2021

. Small Business Loans . Vehicle Finance . Microfinance . Small Business Loans . Vehicle Finance . Microfinance

98%

Customers availed moratorium
benefits during the first phase

35%

Customers at the end of the
moratorium period

2.26%

Full year credit cost

Growing deposits, account openings and
reduction in cost of funds (for FY21)

Deposits” Account Opening Cost of Funds
®cr) ("000) (%)

Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4

*Deposits excluding CD
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At Equitas, we are not new to dealing with As we grew bigger in size and impact, our focus on

1 COVER STORY transformational changes that question the very governance, compliance and risk management remained
purpose of existence. Our demonstrated track unaltered. It is embedded in our DNA and has helped

3 OPERATIONAL HIGHLIGHTS : . . . . :
record across economic cycles and major events such us remain strong and responsive to a rapidly evolving

4 CHAIRMAN’S INSIGHTS as demonetisation, GST rollout, natural calamities external environment.

and even the coronavirus outbreak, validates our

Since inception, we have believed that as more people

6 MD & CEO'S COMMUNIQUE unwavering focus on building a stable, sustainable
gain access to formal tools to manage their money, their

and scalable Bank.
8 WHO WE ARE ability to build assets not only improves the welfare of

their households, but also sets in motion a virtuous cycle
of societal progress.

18 HOW WE CREATE VALUE

25 HOW WE INTEGRATE
SUSTAINABILITY

Building a stable, scalable and sustainable bank
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Reflecting on a year like no other

Focus on employees
and customers

Wage protection of frontline staff during
COVID-led national lockdown by providing
incentive for 1st quarter, pay-out based on
performance during the 4t quarter of last year

Employee COVID package was launched to
provide a holistic assistance to employees and
family members

High moratorium adoption was targeted as it
was believed that customers should conserve
cash to ensure liquidity to tide over the lockdown
period to aid the subsequent start over of their
business once the lockdowns eased

Customer engagement and
ramping up digital initiatives

Ramped up digital initiatives

80,000
Savings accounts acquired

36,000
FASTags issued through digital
marketing

Pre-COVID collection efficiencies across
products as customers started to re-open
business; implementation of effective customer
outreach programmes

X bucket collection efficiency neared
pre COVID levels

Emergence
out of COVID

Advances grew by 17% over the
previous year and ended at

317,925 cr

Launched NPS and CSAT, an internal scorecards
aimed to measure customer experience
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Launched Video KYC for on-boarding customers
to open savings accounts. Equitas was among a
select few banks in India to go live with Video
KYC which helped customer acquisition during
the lockdowns

Launched Video KYC

Emerging Stronger. Together

Implemented Al-led Bots to manage enquiries
from digital campaigns

COVID related provisions stood at

357.01 cr after adjusting $113.62 cr
against actual provisioning
requirements for slippages with respect
to specific loan accounts

New product — used car advances cross
3120 cr

CASA crossed
35,600 cr

Sharp improvement in collections, as a result,
the Bank ended the moratorium period with
only 35% of gross advances under moratorium

Bank completed the IPO process and got the
shares listed on NSE & BSE on November 2, 2020.
The offer comprised a fresh issue of ¥280 cr and
an offer for sale by Equitas Holdings Limited of
%7.2 cr shares

CASA ratio at
34%

141,000

Liability accounts acquired

£ vasudevan I

Virtual Listing Ceremony of Equitas Small Finance Bank

Equitas Small Finance Bank Limited Integrated Annual Report 2020-21
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We owe our resilience to our customers

RN S F [
' :

M
ﬂi I |

Arun Ramanathan
Part-Time Chairman and
Non-Executive Independent Director

Emerging Stronger. Together

Dear Stakeholders,

I am happy to present to you the second Integrated
Annual Report of Equitas Small Finance Bank Limited
(ESFBL) and trace our progress towards building a stable,
scalable and sustainable Bank.

In this context, it is crucial at the outset to mention

the external environment in which we currently
operate. In FY20, COVID-19 impaired economic activity
across the board and our customers and staff faced
significant challenges. As the crisis unfolded in India, the
government took several proactive measures to mitigate
the problems faced by sectors of the economy and
sections of the population.

Making the moratorium work

During the year, the Bank targeted high moratorium
adoption by its customers to help them conserve cash
and retain the liquidity to tide over the lockdown and
resume income generating activities. As a result, during
the first phase of the moratorium, 98% of the Bank's
customers availed themselves of the moratorium option.
At the end of August 2020, 35% of our customers

were under moratorium and by the end of March

2021, collection efficiency had returned close to pre-
pandemic levels. In other words, our understanding

of the resilience of our customer segment to stresses
greatly helped.

A mostly satisfying year

The Bank ended the year with 17% YoY growth in
Advances and 58% YoY growth in Deposits. With the
unstinted support of all stakeholders, the Bank could
report a net profit of 3384 crores against a net profit
of 244 crores in the previous year. The Bank improved
its return ratios and reported a Return on Assets

(RoA) of 1.70% and Return on Equity (RoE) of 12.70%
as compared to an RoA of 1.39% and RoE of 9.84%,
respectively, in the previous year. Our thrust to grow
the liabilities division through investments in Branch
Banking, developing digital channels and innovative
deposits pricing, yielded results. In all these efforts, the

We owe our ability to emerge out

of the first wave of the pandemic

relatively unhurt to our customers, who
demonstrated incredible resilience in the
face of a supposedly insurmountable
adversity. India’s micro enterprises
continue to show the strength, vigour and
determination to bounce back from such
situations. We thank them for their support
and contribution to nation-building.

Equitas Small Finance Bank Limited Integrated Annual Report 2020-21
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Bank’s Business Continuity Plan bolstered the will and
capabilities of a strong Executive Management to act
with cohesion and optimal purpose. Even during these
difficult times, the Bank conducted virtual customer
meets to seek customer feedback for improvement. Our
customer focus remains unabated.

Unfortunately, towards the year end and
in the first quarter of FY21, there has
been a resurgence of the pandemic in
the form of a second wave of COVID-19.
This has led to localised creeping and

full lockdowns which have temporarily
disrupted business and sown the fears
of a future sinusoidal recovery pattern.
Rapid vaccination coverage of the entire
population and adoption and enforcement
of COVID appropriate behaviour seem
the obvious and most practical of
ameliorative measures.

Emerging Stronger. Together

Supporting mass vaccination

Equitas, through its network of about 1,000 points
of services in 10 states, has been doing significant
work with various state governments and the local
administration in facilitating mass mobilisation for
vaccination across the country.

Community support

Our social initiatives are designed to support people
from low income and economically weaker sections.
Education forms one of the core focus areas of our
mission to promote inclusive development. Eight
Equitas Gurukul schools (seven owned schools and
one managed school belonging to the VSKD Trust)
are functioning well. The schools provide high-quality,
affordable education to 5,700 students from low-
income households, thus promoting opportunities for
a better future. The implementing agency for all this
good work is the Equitas Development Initiatives Trust
(EDIT) piloted by its dedicated Trustees.

Looking ahead

The coming year will see the Bank measure up to the
aftermath of the pandemic and continue on the path
of financial inclusion, increasingly leveraging the power
and reach of digital technologies and optimal business
growth through collaborations. We are aware that the
future growth plans of the Bank and the well-being of
its customers are inexorably interlinked and they need to
reinforce each other. Let me thank all our stakeholders
for their support, encouragement and trust we have
had the privilege of receiving. We hope we will merit
receiving the same from you in the years to come.

Arun Ramanathan
Part-Time Chairman and
Non-Executive Independent Director

Equitas Small Finance Bank Limited Integrated Annual Report 2020-21
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Expanding horizons with conviction

P. N. Vasudevan
MD & CEO

Emerging Stronger. Together

Dear Stakeholders,

Life does not get easier or more forgiving, they say, but
we get stronger and more resilient. The global pandemic
that caught the world off guard in the beginning of FY21,
continues to wreak havoc even today, with a more intense
second wave sweeping through India. Its overwhelming
impact is being felt by everyone of us, directly

and indirectly.

Banks across the country have remained open and provided
uninterrupted service during these tough times. At

Equitas, we have embraced technology to ensure services
remain upbeat and help the Bank grow its depositors.

We continue to be in touch with our borrowers and are
extending various programmes to help them tide over
these tough times.

During the year, we witnessed several of our colleagues
battling the virus and, unfortunately, a few succumbed.

In order to provide holistic assistance to our employees

to tide over the crisis, we rolled out a comprehensive and
first-of-its-kind COVID package that also covers immediate
family. However, our primary focus has been to work closely
with the health authorities to ensure that all our employees
are vaccinated as soon as possible and secure the safety of
our employees during the pandemic.

We are confident that our customers will bounce back
stronger and stand by us as they drive prosperity for
their families.

Resilient customers, resilient performance

As an organisation, we are no stranger to events that
reshape the operating landscape. Be it demonetisation,
conversion to a bank or even natural calamities, we
have emerged stronger every time, aided by our strong
belief in building a stable, sustainable and scalable
organisation, backed by our core values of fairness and
transparency, customer first, pride of performance, and
respect for people.

As a result, when faced with a once-in-a-century global
crisis, we went against conventional wisdom to offer
moratorium benefits as a default mode to 98% of our
customers during the first phase. Our decision stemmed
from the deep understanding of our customer segment'’s
resilience to adversities. We believed such a policy will not
only enable our customers to conserve cash and maintain
adequate liquidity to tide over the lockdown, but will also
facilitate the restart of their income generating activities
when the lockdown eased.

At the end of the first phase, most of our customers had
regularised their loan payments, with only 35% under
moratorium in August 2020. It gives me immense pleasure
to report that our collections as of March 2021, are back
to pre-pandemic levels. We have also witnessed decent
momentum in disbursements, which validates our belief in
the customer segments and their resilience. We ended the
year with a full year credit cost of 2.26%.

Equitas Small Finance Bank Limited Integrated Annual Report 2020-21
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Successful listing of Equitas Small Finance Bank

Amid a fragile economic recovery, Equitas Small Finance
Bank was successfully listed on November 2, 2020 on the
National Stock Exchange and the Bombay Stock Exchange,
in compliance with the RBI mandate. The offer comprised
a fresh issue of 280 crores and an offer for sale by the
holding company of 7.2 crores shares. Retail subscription
was 2.12 times. The Bank's IPO received active participation
from mutual fund houses such as Franklin Templeton
Mutual Fund, ICICI Prudential Mutual Fund, Mirae
Asset Mutual Fund, Invesco Mutual Fund, Sundaram
Mutual Fund and Nippon Mutual Fund. Participation
of foreign institutional investors was supported by

TT International. Insurance companies and Alternate
Investment Funds (AlFs) like SBI Life, HDFC Life and
IIFL AIF also participated. As on March 31, 2021, the Bank's
market capitalisation crossed %6,800 crores, delivering
83.69% to IPO investors. We thank our shareholders

for their continued support and trust in the Equitas
business model.

Robust fundamentals augmenting future readiness

Our balance sheet remains well capitalised with a Tier |
capital at 23.23% and Tier Il at 0.95%. \We have managed to
keep our asset quality at comfortable levels, with reported
GNPA coming in below pro forma GNPA; our provision
coverage increased to 59% at the end of FY21 from 45% a
year earlier. The Bank’s secured portfolio accounts for 81%
of gross advances. Small business loans (SBL) continues to
show strong traction, while the MSE finance segment is

Emerging Stronger. Together

performing well, accounting for 7% of our overall book
today. On the liabilities front, we recorded a 300% jump in
the number of new accounts opened, to 4.76 lakhs, from
1.59 lakhs at the end of FY20, largely backed by our ‘digital
first’ initiatives and improved productivity.

With contactless banking becoming the need of the hour
and omnichannel delivery critical to future readiness, our
continued investments towards building world-class digital
assets have become a key differentiator. In fact, we were
among the few banks in India to launch Video KYC during
the nationwide lockdown. To further improve efficiency
and customer experience, we have now carved out a
separate business unit that will focus on partnering with
neo-banks and fintech companies.

Shoring up community health infra, delivering social
impact digitally

Ensuring access to affordable and quality healthcare to
the economically weaker sections has always been one
our core focus areas. It received a significant boost with
the decision to set up a 100-bed multispecialty hospital
specialised in oncology under the newly established
Equitas Health Foundation (EHF). Both EHF and other
development initiatives (under EDIT) will be funded
through the pledged 5% of net profit. We regularly
conduct health screening camps and other interventions
through partnerships with various hospitals.

Meanwhile, keeping the health and well-being of our
community as a top priority, we continued our focus
on delivering our programmes of providing quality

education, and improving livelihood opportunities by
leveraging various platforms. We structured the training
modules in byte-size information, enabling the beneficiaries
to access those even with limited network bandwidth.

We also managed to place a significant number of
unemployed youth with local business entities through the
virtual job fair.

The way forward

That said, the pandemic has altered the way we live,
work and engage, yet there are some attributes that
remain unaltered in our journey of building a stable,
scalable and sustainable Bank. In these challenging
times, the customer segment we operate has
demonstrated an indomitable spirit in emerging out of
the crisis stronger than ever before.

The situation remains fluid, and the economic recovery
stays fragile. In this uncertain environment, what can
be said with certainty is that like always, we will remain
extremely prudent and conservative in the way we do
business. We will continue to proactively take steps at
the slightest realisation of any possible stress.

| also take this opportunity to thank you all for being
part of our exciting journey, and | strongly believe that
together with all our stakeholders, we will scale new
heights in the coming years. For the time being, stay
healthy and stay safe.

P. N. VASUDEVAN
MD & CEO

Equitas Small Finance Bank Limited Integrated Annual Report 2020-21
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Tough times never last, but tough people do. Our belief
in this adage remains unchanged as we navigate
through a once-in-a-century global crisis. To celebrate
the spirit of unity, we brought together 12 leading
musicians in 7 languages to create the ‘One India

One Bank’ anthem — expressing solidarity with the
nation’s fight against the pandemic and reinforcing our
commitment to progress and prosperity.

The anthem spread hope, positivity and motivation
while reflecting the nation’s collective resolve in
restoring normalcy by transforming the local economy.
It also narrates how we played a pivotal role in this
movement by supporting lakhs of small businesses and
vehicle owners and fulfilling aspirations of people by
bringing seamless banking closer.

ONE |NDIA

ONE BANK

The song received 1 million+ views on YouTube.
You can listen to it here P

Emerging Stronger. Together

Enabling people to avail banking services from anywhere in India

With the onset of the pandemic, we launched a simple Aadhar OTP-based authentication along with
online PAN validation system to enable account opening in minutes from the comfort of one’s home
using a smartphone. Further, to make banking seamless, we launched a host of initiatives:

— DIY services were enabled in mobile/internet
banking app which eliminated the the need to visit
the branch to perform activities such as update your
PAN, take a DD, block your account, unblock your
account, balance confirmation certificate, Term
deposit interest certificate, etc.

- Video banking services were launched in
mobile/internet banking. Instead of visiting a
branch customers can place a request on the
app, and connect to a ‘Video banking’ staff,
who will cross-check the required documents
over a video call and process the request

— Toll free services spruced up with more
self-service IVR options

Equitas Small Finance Bank Limited Integrated Annual Report 2020-21
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Fuelling a virtuous cycle of progress

Equitas offers financial products and solutions with

a focus on India’s unserved and underserved segment.
Our proprietary credit assessment process enables

us to extend loans to customers with limited to no
recorded credit or income history. Our portfolio caters
to a wide range of needs and provides a one stop
shop to borrowers.

On a mission...

To create the most valuable
bank for all stakeholders
through happy employees

Propelled by our values

Customer Pride of Fair and
first performance transparent

Respect for
people

Ownership

Emerging Stronger. Together

A comprehensive banking universe

Business Inclusive
Segment Banking
Performance 311,207 cr
Highlights Advances

63%

of Total Advances
Products & Small business Loans
Services

Microfinance Loans
Affordable Housing Loans
Loan Against Property

Agriculture Loans

FY21 performance snapshot

32,216 cr

Net Income,
24.66% YoY N

3887 cr

Pre Provisioning Operating Profit (PPOP),
48.36% YoY A

3384 cr

Profit After Tax (PAT),
57.70% YoY A

Emerging Enterprise
Banking

34,530 cr
Advances

25%

of Total Advances

Used Commercial
Vehicle Finance

New Commercial
Vehicle Finance

Used Car Finance

24.18%

Capital Adequacy (CRAR)

1.70%

RoA vs. 1.39% in FY20

12.70%

RoE vs. 9.84% in FY20

S
B o 9
MSE & NBFC Consumer
Financing Banking
31,962 cr 316,392 cr
Advances Deposits
1% 70%

of Total Advances Retail Deposits*

Term Loans Savings Account

Working Capital Loans Current Account
NBFC Financing Salary Account

Term & Recurring Deposit
Insurance

Wealth Management

NRI Banking

Gold Loans

81%

Secured Loans vs. 75% in FY20

34%

CASA Ratio vs. 21% in FY20

70%

Retail Deposits* vs. 58% in FY20

*Term Deposits below 2 Crs + CASA

Equitas Small Finance Bank Limited Integrated Annual Report 2020-21



EguiEas

Equitas Small Finance Bank

Integrated Annual Report 2020-21

1

COVER STORY

3 OPERATIONAL HIGHLIGHTS

4 CHAIRMAN'S INSIGHTS

6 MD & CEO’'S COMMUNIQUE

8 WHO WE ARE

9 Corporate identity

10  Ourreach

1 Digital banking

14 Customer centricity

15  Investor relations

16 Business intelligence unit

17  Branding and marketing

18 HOW WE CREATE VALUE

25 HOW WE INTEGRATE
SUSTAINABILITY

33 AWARDS & ACCOLADES

34 ABOUT THE REPORT

35 STATUTORY REPORTS

100 FINANCIAL STATEMENTS

Building a seamless omnichannel access

We are enabling access to formal banking channels to the remotest corners of India by leveraging our robust physical network and
a comprehensive bouquet of digital channels. Since inception, we have invested in augmenting our digital capabilities, which
made it possible for us to deliver seamless services during the pandemic-induced restrictions on mobility and physical proximity.

Physical presence

Branch distribution mix

Himachal Pradesh [[Al
26 07 199 % ELIED

62 (31 4% 5% Rajasthan

Madhya Pradesh

ATMs and Debit Cards

11,73,328 3367.82 cr

Cards Issued Debit Card Spends

21,111,519 2,37,238
Debit Card Unique ATM
Transactions transactions

14 06 2% 2%

Telangana

Andhra Pradesh 17 06 2% 2%

80 33 0% 9% RLCWLEIEIE]
(eI ed 04 01 RORSY6N0:3%)

? IELTINEC T 327 118 1549025 %
B sanking outiets [l ATms —

. Advances (%) . Deposits(%)

9 Corporate Office, Chennai ) &
-k

. Metro Chandigarh 01 01 P Uttarakhand m
. o/ GO
: Semi Urban PERNN P2 Haryana 4 N 14 13 2% 6%
Urban r
. S Uttar Pradesh 06 05 0:1% 2_%’

Chattisgarh 24 07 "M% 4%

Digital outreach

Internet and Mobile Banking in FY21

4,34,112

Transactions through
retail internet banking

20,84,577

Transactions through
retail mobile banking

5,785

Average volume of mobile and
internet banking transactions per
day

18

DIY Services on mobile and
video banking

Emerging Stronger. Together
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Embarking on the next phase of digital journey

In line with our ‘digital first’ approach, we have crafted a well-defined strategy to further leverage best

available technologies to create a safe and convenient banking experience for our customers. As part of

this strategy and on account of the pandemic, we have launched several initiatives such as Video-KYC

based account opening, partnered with fintechs to enable presence-less account opening, revamped

digital channels to extend a comprehensive suite of banking services and launching Bot banking

integrated with the IVR.

Digital Strategy Framework

Neobanking, fintech

alliances and digital
business

Challenger
(Digital only) Bank

API Banking
(Assets/ Liability/ Corp/
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Neobanking programmes
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Digital banking sales
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Digital product sales
Digital solutions architecting
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Digital
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Master Money Send
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Digital acquisition, ‘Prepaid’,

fintech and Business

Correspondents (BC) Products’

Prepaid cards and wallets
API banking (payments)
POS

UPI

Bharat QR

Payment gateway

Business Correspondents (BC)
model (AEPS, DMT,
BBPS and Micro ATM)

Govt. programmes - Payments

Digital transaction

banking

Public fund
management system

Transaction banking
products
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Co-operative Bank
sponsorship
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Key highlights for FY21

Neobanking

NiyoxX

2-in-1 Wealth + Savings Account launched in March 2021

Prepaid engagements

1 lakhs+

Prepaid cards issued

Opened 5,872 accounts with a balance of 32.34 crores
(as on March 31, 2021, programme went live on March 27, 2021)

. Groww

21 lakhs

Transactions processed

Pilot programme for online FD opening

32,800 crores

Transaction throughput

B o 12

Digital payments and acquisitions

NETC - FASTag

—Launched India’s first FASTag enabled truck terminal at
Khalapur for 100% contactless payments

- 181,000+ FASTags issued with monthly transaction
throughput of 40 crores+

—2.56 crores issuance transactions worth 3400 crores+

-2 lakhs+ acquiring transactions worth 35 crores+

690 FDs with balance of ¥2.46 crores
(as on March 31, 2021)

INVOICE

Live with 3 cooperative societies for prepaid cards

Initiated virtual cards and cashless campus programmes

Emerging Stronger. Together

Micro-ATM
—On-boarded 50,000+ Micro ATM devices

—3.2 crores+ transactions worth 310,000 crores

—Monthly cash-out of 31,000 crores

UPI acquiring
—~24 crores+ transaction throughput

—2.5 lakhs+ transactions

POS acquiring
—~3500 crores+ transaction value

—10 lakhs+ transactions

BBPS

- Launched autopay setup for recurring
bill payments across utilities

Equitas Small Finance Bank Limited Integrated Annual Report 2020-21
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3 OPERATIONAL HIGHLIGHTS

4 CHAIRMAN'S INSIGHTS Corporate payment services Internet and Mobile Banking Launched video banking and DIY services on IB and MB as part
of contactless and safe banking initiatives
-40% registration for mobile banking
6 MD & CEO’'S COMMUNIQUE €1I162 crores+ . .
Transactiontvalue -30% penetration for retail FD through internet banking Launched Video KYC for account opening

8 WHO WE ARE

10 Iakhs+ Video banking 2,34,870

Opened Selfe Savings

33,094

Selfe accounts converted to full KYC account

9 Corporate identity
10 Ourreach Transactions -650+ requests processed on
customer servicing through
video call initiated via internet
banking and mobile banking

15  Investor relations I k h
16 Business intelligence unit 6 a S+ -300 accounts_open_ed and
converted using Video KYC

11 Digital banking
14 Customer centricity Aadhaar enrolment and eKYC

17 Branding and marketing Successful eKYC and authenticated transactions 3 9 68
4
i i Selfe Fixed Deposits opened
18 HOW WE CREATE VALUE 60 000+ Laur_\ched Bot banking with
’ IVR integration
Enrolments across 75 branches Enabled online lead generation for NRI accounts

25 HOW WE INTEGRATE
SUSTAINABILITY
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Programme partners

34 ABOUT THE REPORT

35 STATUTORY REPORTS NETLC) | Fr=isg

RuPay) == =T=0 IMPSp

UNIFIED PAYMENTS INTERFACE BHARAT BILL PAYMENT SYSTEM IMMEDIATE PAYMENT SERVICE

100 FINANCIAL STATEMENTS

> ® & oy & biji TGMC BANK AN
= o tifea DiciPe Nearby bijlipay ‘7.

Emerging Stronger. Together Equitas Small Finance Bank Limited Integrated Annual Report 2020-21



EI:||:

Equitas Small Finance Bank

Integrated Annual Report 2020-21

18

25

33

34

35

COVER STORY

OPERATIONAL HIGHLIGHTS

CHAIRMAN'S INSIGHTS

MD & CEO’'S COMMUNIQUE

WHO WE ARE

Corporate identity

Our reach

Digital banking
Customer centricity
Investor relations
Business intelligence unit

Branding and marketing

HOW WE CREATE VALUE

HOW WE INTEGRATE
SUSTAINABILITY

AWARDS & ACCOLADES

ABOUT THE REPORT

STATUTORY REPORTS

100 FINANCIAL STATEMENTS

Enriching customer lifecycle

‘Customer first’ is one of our core values. Aligned with this, we created a separate Customer Experience (CX) vertical in FY21 to

have a much granular focus on enriching customer journeys. Our CX engine runs on three wheels — CX operations for managing
customer touchpoints, CX measurement for collecting, analysing customer feedback and implementing recommendations, and

CX delivery by leveraging digitisation and Al-based automation.

CX in motion Voice of Customer (VOC) framework

To capture customer feedback and garner
insights, we have put in place a well-defined
’ VOC framework, which will enable our

I ' dedicated CX delivery team to drive innovation

in further improving customer journeys.
\ 'laYoYe)

J \J \J \J

Insights

CSAT

I

CX measurement NPS

I N

FGD

I N

CX operations

CX delivery

%Q ,(: Mystery Shopping

UX Feedback

B N

Product & service Customer
enhancement communication

Technology Process

interventions journey Surveys

Emerging Stronger. Together

B o 14

Customer Satisfaction Surveys and
Net Promotor Scores (NPS)

Journey on excellence across touchpoints was launched
in Q3 FY21

NPS of 72 from the mass affluent customer segment

Collaboration with Al-based partners specialised
in ‘customer lifecycle’ management

Al Bot based customer engagements

Leads generated through marketing serviced instantly by
an Al-powered Bot to collect all the required information
to be passed on to the branches for quick fulfilment

10 days prior to the term expiry of FD, calls are made by
the Al Bot to customers seeking consent to renew the FD.
On confirmation, the FD is renewed

Al Bot/IVR-based payment reminders to enable
customers to pay on time Welcome call/risk-based calling
is done by the Al Bot and the feedback with customer
responses are shared with Equitas for necessary action

Lead generation done by the Al Bot as a cross-sell and
warm leads are passed on to the executive for calling

Outbound tele calling

Tele collections done by DRA certified professional
executives to our small business loans and vehicle
finance customers

Telesales done on warm leads where customers are
intimated about various products

Equitas Small Finance Bank Limited Integrated Annual Report 2020-21
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Robust visibility among market participants

We are committed to nurturing long-lasting
relationships with all our stakeholders. As we started
a new journey in November 2020, as a listed entity
in an extremely challenging external environment,
we focused on engaging with our shareholders

and investors, keeping them abreast of the latest
developments and providing transparency through
increased disclosures.

Our successful listing in a volatile market environment,
and steady share price appreciation since listing reflect
the confidence of our stakeholders in the Bank’s
fundamentals and Mission.

Share price performance since listing

Engaging regularly with market participants

Our management team engaged with investors during the
year through virtual meetings to provide constant updates on
the trends seen in the Industry, business and future prospects.
They also participated in multiple broker-hosted conferences to
showcase the Investment Story of Equitas Small Finance Bank.
Additionally, as the Bank was meandering through the crisis, it
relied on periodic press releases to keep the market abreast of
its performance.

13 130

Investor conferences
attended

6 86

Press releases/ Presentations Data Disclosures
during pandemic

Investor meetings

Transparent disclosure practices

Investor Relations (IR) microsite ‘

The IR website is one of the most important sources of information
available to investors, aiding the understanding of our investment
story, vision and strategy, as well as key performance indicators.
During FY21, we re-launched the IR microsite with a fresh, intuitive
and mobile-optimised design to help analysts and investors access
information easily.

Press releases

Through a series of monthly press releases, we updated the capital
market community and our shareholders about our loan portfolio
during the nationwide lockdown and moratorium periods.

Further, we focused on enhancing management visibility among capital market participants by organising meetings
with analysts and investors, where the Senior Leadership team showcased specific strategies.

=]
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83.68%"

Shareholder return since Listing

* till March 31, 2021

Emerging Stronger. Together

1. Building a Small Finance Bank
Bernstein Fireside Chat

P.N. Vasudevan
MD & CEO

2.Building Retail Liabilities
Investec Fireside Chat

Murali Vaidyanathan
Head Liabilities

3.Key Digital Initiatives & Strategies
IIFL Fireside Chat

Vaibhav Joshi
Chief Digital Officer

Equitas Small Finance Bank Limited Integrated Annual Report 2020-21
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Augmenting data-led decision-making

B o 16

We have developed a Business Intelligence Unit (BIU) to leverage the power of data analytics in driving superior management reporting, cross-
selling, customer engagement and internal control systems. With the objective of ensuring data quality, timeliness and making data the ‘single

source of truth’, we have set up three major Data Marts — one each for advances, liability and marketing.

Aided with the latest technologies in visualisation, reporting and analysis, the BIU will support all lines of business and functions in the Bank.

Our BIU strategy framework is based on 5Ps

The framework is integrated with our core operations. We are
also creating an Enterprise Data Warehouse (EDW) for real-time
reporting, data analysis, scorecards for a comprehensive KPI-led

monitoring, and predictive analytics. We also engage with =
various agencies to enrich data, build insights and help leverage

data for business more efficiently.

BIU project highlights

Snapshot view for management to get a preview of
the performance of line of business

Automated risk management indicators to monitor
asset quality, security cover and deviations, credit
concentration and customer behaviours

Fully integrated Credit Bureau alerts to monitor MSE
customers’ financial health post loan disbursement
Customer Engagement models to drive product
penetration, debit card usage and customer activities
Audit Dashboards for Reporting Solutions (ADRS), a
proprietary dashboard to monitor platform usage,
ETL delays, major failure reasons and concurrent
usage of Bl systems

Emerging Stronger. Together

Purpose

FY21 achievements

8

Performance monitoring dashboards

80+

Management reports created and circulated
daily through automated emailers

350+

Executable reports on the BIU platform which
are accessible anytime anywhere

Priority

KKK

People Process

A8 Deposit EOP (¢ Crore)

s-zmE: EENEEN

CASAEOP (1 Crore) ¥ TDEOP(RCrore)

— T e

299

467K 18 865K 871K]

418M 59 684K 8
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Resonating in the heart and mind

We undertook focused branding initiatives to increase the Equitas brand’s recall among our target audience.

During the year, we leveraged the digital channels for engagement across the stakeholder spectrum through relevant
campaigns. We are undertaking a renewed brand positioning to establish our purpose, core values and stories of
people whom we have transformed over the years through financial inclusion.

We focused on brand awareness in the branch locality, using consistent
brand building through specific medium, in least for six months,

to increase visibility and lead generation in locations like Chennai,
Coimbatore, Hyderabad, Delhi and Chandigarh.

Our digital marketing efforts include affiliate marketing, influencer
outreach, search engine optimisation, search engine marketing and
social media. The increased engagement on social media has led to
first time visitors to the Bank'’s website. Our ongoing social initiatives
also result in strong brand equity.

Digital channels bring opportunities for more targeted marketing,
deeper engagement and stronger connection between the Bank

and its customers. We have implemented multi-channel marketing
automation from customer on-boarding to cross-sell. We have also
initiated the virtual bank concept to activate all dormant and inactive
customers through D2C campaigns. This automation helps us identify
products that are best suited for each individual basis their lifecycle,
behaviour and relationship with the Bank.

60%

Growth in first-time

2.5 lakhs

Customers acquired in six

visitors on our website  months of Selfe Savings launch

Social media following

1,09,000 92,468

Emerging Stronger. Together

4,605

Eva

We launched a women-specific savings account ‘Eva’ by roping in ace
Indian cricketer, Smriti Mandhana, as the brand ambassador. Eva is a unique
savings account for women to address the well-being of women in every
aspect such as health, wealth and prosperity.

Selfe Savings

We make use of digital marketing as our customer acquisition strategy
through ‘Selfe Savings’ — Instant online account opening feature

and ‘Selfe FD’ — standalone FDs that can be booked from any bank
account online.

Partnering with Chennai Super Kings

We partnered with Chennai Super Kings as cricket is more than just a sport
uniting every Indian’s irrespective of its diversity. Relevant and meaningful
content like Live Cricket Quiz with Ace Quiz Whiz, Sumanth C. Raman, pre-
and post-match analysis with Hari Shankar, insightful webinar, a comic web
series, Durai Shakes, helped us to reach households and families.

14,800 4,655

8o 17
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Breaking free, realising dream

A dream doesn’t come true through magic, they say, it takes sweat, determination
and hard work. The story of Sachin Bikkad is a classic example of how one man
chose not to let his financial circumstances come between him and his dreams.

Growing up in the Naholi village in Maharashtra, Sachin and his father toiled hard
to make ends meet on less than an acre of land. However, it was not enough to
provide a decent living to Sachin’s growing family. He had only completed his higher
secondary education, and thus, had limited options beyond farming to improve the
family’s standard of living.

In 2008, Sachin went to Kolhapur to try his luck as a heavy commercial vehicle (HCV)
driver in a transport company. With his hard work and dedication, he became a
skilled driver and started getting noticed by various other transporters in the region.

After working as a driver for eight long years, Sachin realised that to advance in life,
he needed to be on the driver’s seat of his own destiny. Sachin approached Equitas
in 2018 with the hope of securing financial assistance that would enable him to start
his own business.

Today, Sachin is the proud owner of two HCVs, which he and
his brother drive. Their economic circumstances have improved
significantly, and he along with his family are living a happy and
contented life. However, his dreams are far from over; Sachin
now wants to buy a land parcel to build his own house and
move out of their rented accommodation. His story is indeed an
inspiration to those who are willing to go the distance with a
strong resolve to move up the socio-economic ladder.

Customer image used for representation purpose only

Emerging Stronger. Together
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How we create value

Our capitals

D™= Financial

? e Deposits
il

e Loans
e Shareholders’ funds

Manufactured
¢ Banking outlets
o Business correspondents
e ATMs
o Corporate Office
and data centres

m Human
[  Employee base

7:\*7 7,'\{ 7,’\“7 ¢ Employee benefits

¢ Learning & Development
¢ Employee engagement
initiatives

e RPA Bots

o APl libraries

¢ Data analytics and
Business intelligence

¢ Underwriting model

(< Intellectual

Social and relationship

e Customer base

® CSR beneficiaries

e Business
Correspondent (BC)

¢ Fintech partners

Natural

Natural resources
consumed in the
operation of business:
electricity, fuel, water, etc.

Emerging Stronger. Together

On a mission...

To create the most valuable
bank for all stakeholders
through happy employees

Propelled by our values

Customer first

&

O
O
O

Pride of performance

Fair and transparent

Ownership

Respect for people

@@ (8B

Strategic focus areas

Core business activities

Out offerings/ segments

e MSE Finance
e NBFC Finance

¢ Inclusive Banking
e Emerging Enterprise

e e Consumer Banking

Total advances

317,925 crores

Total deposits

316,392 crores

Growth enablers

¢ Untapped market and huge informal economy

e Diversified array of products and services (both assets and
liabilities)

e Customer-centric approach with a deep understanding of
the unbanked or underbanked masses

¢ Digitalisation leading a rapid growth

¢ Astrong infrastructure of vast banking outlets and ATMs
underpinning the growth of SFBs

* Customised credit assessment procedures for effective
credit risk management

¢ Professional management, experienced leadership and
trained employee base

¢ Management depth with relevant industry knowledge

Output

B o 19

Outcomes

Financial

o Net Profit: 3384.22 crores ¢ RoA: 1.70%
¢ GNPA: 3.59% ¢ RoE: 12.70%
e NNPA: 1.52%

Net interest income

31,797.96 crores

Non-interest income

3418.05 crores

Total advances

317,925 crores

Total deposits
316,392 crores

Manufactured

¢ The largest network of banking outlets in the SFB
sector with an equally large ATM network

e Over 96.37% of transactions were done through
digital channels in FY21

* Mobile app offers over 18 DIY/Assisted Services

¢ Enhanced customer-centricity

Human

¢ Employee base of 16,556 as on March 31, 2021

e 2,762 man days of classroom learning programmes
conducted in FY21

® 2,97,450 man hours of e-learning programmes in FY21

¢ 12,823 man days of VC learning programmes conducted in FY21

¢ \Women employees constitute 10.27% of the total workforce
of the bank

Intellectual

¢ Launched Video KYC for account opening

¢ Launched video banking and DIY services on IB & MB as part
of contactless and safe banking initiatives

¢ Bank has 317 API libraries

¢ Migrated to new platform for Micro Finance

¢ In-house development of lead management system

¢ Launched India’s 1st FASTag enabled truck terminal at Khalapur

Social and relationship

* 2,88,750 CSR beneficiaries

e Supported 22,305 persons with disabilities in FY21
under the Micro Finance loan programmes

* 2,51,886 beneficiaries from health & eye check-up camps

e Over 5,700 students enrolled across 8 schools

¢ 1,638 candidates placed through job placement fairs

e 12,617 participants in skill training programmes

Natural
¢ 1,660 online training programmes for employees
e 3,07,058 paperless account opening

Equitas Small Finance Bank Limited Integrated Annual Report 2020-21
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Progressing with unwavering confidence

At Equitas, we have putin a place a
roadmap to build a stable, scalable
and sustainable bank. Our strategic
focus areas are a result of our

deep understanding of the chosen
customer segments and markets
where we operate. We constantly
scan the external environment to
calibrate our strategy, with prudence
at the core of decision-making.

The Leadership Team of the

Bank over the last few years has
conceptualised the following key
strategic priorities and achievements
under each of the strategies:

Emerging Stronger. Together

STRATEGY 1

Leveraging on our existing network
for deepening penetration and
driving operational efficiency

Achievements

79.97% 66.38%
66.44% 70.30%

59.11%

7.84% 8:33% 6.97% 6759 7.83%

FY17 FY18 FY19 FY20 FY21

Cost to income == Cost to asset

179 208

Branches offering  Branches offering
Gold Loans Vehicle Finance

354

Liability offerings in asset branches

STRATEGY 2

Strengthen liability franchise and
focus on increasing our retail base to
further improve cost of funds

Achievements

10.00%

8.13%

<t m
0
e S e
m o \
H-H-
FY17 FY18 FY19 FY20 FY21

CASA (Zcr) [ Retail deposits (Zcr) == Cost of funds (%)

B o 20

STRATEGY 3

Leverage data for analytics to drive
operational efficiency

Achievements

3 8

Data Marts Dashboards

48 KPIs

Credit Bureau Integrated
Portfolio monitoring

Cross-sell models

Data-led cross-sell campaigns for
lead generation

Customer
engagement

Data-led engagement campaigns
for depositors to improve customer
engagement

Equitas Small Finance Bank Limited Integrated Annual Report 2020-21
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STRATEGY 4

Continue to focus on digital products
and technology to grow operations

Achievements

18

DIY services on mobile and
internet banking

3 2

Virtual Virtual
Relationship Relationship
Managers (VRM)  Managers (VRM)
for NR banking for MSE banking

36

Tie up with fintechs

9

Video banking services

To read more about Digital Banking &
Initiatives

Emerging Stronger. Together

STRATEGY 5

Continue to diversify product offerings and leverage
cross-selling opportunities

Achievements ()

o
m
N M <
-
FY20 FY21
Gold . Affordable . Used

Loans Car Finance

46.53%

Share of Secured
Advances in FY15

Housing Finance

81.37%

Share of Secured
Advances in FY21

RD from Micro Finance customers

358 Crinevao 381 Crinr
4,52,593

Liability products to asset customers

STRATEGY 6

B o 2

Increasingly focus on non-interest income sources

Achievements

FY17 FY18 FY19 FY20 FY21

Liability Fee Income (% cr)

. Treasury Income (% cr)

. Assets Fee Income (3 cr)

== Non-Interest Income as a % of Net Income

Equitas Small Finance Bank Limited Integrated Annual Report 2020-21
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Creating enduring bonds

Customers

HOW WE ENGAGE

e Customer Relationship Managers

¢ Regular engagement via social media,
email, SMS, Mobile app, postal
communication and call centre

* Meets organised at branches

o Surveys for seeking feedback

o Offer personal support and advice

e Customer lifecycle management team

WHAT MATTERS TO THEM

¢ Knowledgeable and friendly staff
¢ Availability of relevant products
and services
® Quick resolution of problems
e Convenience of carrying out activities
* Fairness and Transparency
¢ Avaliability of Credit

HOW WE DELIVER

* Being guided by our core values
and ‘customer first’ philosophy,
Equitas is known for being fair and
transparent to its stakeholders

¢ Adedicated customer service team
focused on improving customer
experience

¢ Continuous training of employees

¢ Tech led omni channel strategy

Shareholders/ Investors

\

¢ Timely communication of material
information

¢ Shareholder value creation

e Strong corporate governance and ethics

e Clear and consistent business strategy

¢ Disclosure of non-financial metrics

e Compliance and transparency

¢ Increased investor engagement

e Communicating the business strategy
through the quarterly results and
conferences

¢ Non-financial disclosures included in the
Annual Report by adopting the Integrated
Reporting framework

* \\e are associated with various renowned
domestic and foreign institutional investors

Employees Regulators

Career development opportunities
Responsive grievance handling process
Regular training to learn and develop
new skills

Work-life balance

Employee-centricity reflected through
various initiatives like optional work from
home and leave policies

Invested 30.91 crores in employees’ learning
and development initiatives in FY21
Conducted 225 culture workshops

2,762 man days of classroom learning
programmes

2,97,450 man hours of e-learning
programmes

Club exclusively for the high achievers
Annual Awards programs

Large ESOP Scheme

Note: The listing of areas of importance is not as per the order of importance to the stakeholder

Timely reporting, statutory and
legal compliance

Fair treatment of customers
Effective and efficient management
of regulatory changes

Financial inclusion

A dedicated team for
communicating with regulators
and responding timely

Playing a proactive role in
creating awareness about
financial inclusion

Society & Community

¢ Equitas Development Initiatives

Trust (EDIT)

® Focus on three core areas - health,

education and employment

* CSR projects
* Supporting government initiatives

e Community development
e Addressing various social issues
¢ Providing financial literacy

¢ Uplifting the economically

weaker sections (EWS) and
low-income groups (LIG)

¢ Rehabilitation of pavement

dwellers in Chennai

e Skill training programmes

empowering the people
with sustainable livelihood

Emerging Stronger. Together
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Countering risks with agility

At Equitas, we have adopted an integrated and balanced approach to risk and
reward, mitigating potential loss or damage while optimising financial growth
opportunities. Our risk management framework aims at aligning capital to
business strategy to protect the Bank's financial strength, reputation and ensure

support to various business activities while enhancing stakeholder value.

Our risk management comprises ‘three lines of defence’, which ensures that
risk management is part of the culture, and effectively cascaded throughout
the organisation. This multi-layered structure augments our risk evaluation and
management capabilities while providing the flexibility to adapt effectively and
efficiently to the changing business and regulatory environment.

- The first line of defence is the different business lines, which assume
risk-taking positions on a day-to-day basis within the approved framework
and boundaries. There are executives or risk control units who manage and
monitor the risk on an ongoing basis as per the laid out policies and processes.

- The second line of defence comprises the Risk Management department,
Finance and Compliance functions. This line provides assurance, challenge and
oversight of the activities conducted by the first line and provides periodic
reporting to the Board. The Risk Management department is independent of
the business units.

- The third line of defence is the Audit function that provides an independent
assessment of the first and second line of defence and reports to the Audit
Committee of the Board.

8 o 23

Three Lines of Defence Approach

Governing Body/ Board/Audit Committee

Senior Management

First Line Second Line Third Line
of Defence of Defence of Defence

Executives Risk Management, Audit
or risk Finance and function
control units Compliance

functions

Emerging Stronger. Together

Equitas Small Finance Bank Limited Integrated Annual Report 2020-21




EguiEas

Equitas Small Finance Bank

Integrated Annual Report 2020-21

1 COVER STORY

3 OPERATIONAL HIGHLIGHTS

4 CHAIRMAN'S INSIGHTS

6 MD & CEO’'S COMMUNIQUE

8 WHO WE ARE

18 HOW WE CREATE VALUE

19  Value creation model

20  Strategic focus areas

22  Stakeholder engagement

23 Risk management

25 HOW WE INTEGRATE
SUSTAINABILITY

33 AWARDS & ACCOLADES

34 ABOUT THE REPORT

35 STATUTORY REPORTS

100 FINANCIAL STATEMENTS

Board of Directors

Audit Committee of Board

Risk Management Committee

Executive Risk Management Committee

Credit

Asset Li

Operati

Informati

Risk Framework/Risk Appetite

Internal Capital Adequacy Assessment Process

Sensitivity and Stress Testing

Risk Risk Limits Risk Reporting
Identification, and Risk

Assessment & Monitoring

Measurement

B o 24

Risk management

The Risk Management department is headed by the Chief Risk Officer
(CRO) who reports directly to the Managing Director and is responsible
for identifying, measuring, monitoring and managing risks. The function
primarily addresses credit risk, operational risk, ALM and market

risk, and information security risk. We have built a risk management
framework for each of the key risk areas as per the guidelines laid down
by the regulator (RBI).

Credit risk management

The function is responsible for formulating the credit risk management
policy, monitoring the risks and providing all required information to
the management, establishing scoring and rating framework, assessing
capital for credit risk, periodic review of portfolio, monitoring of large
borrowers and risk limits, credit concentration, assessing portfolio
quality, early warning signals, stress testing etc. The Credit Risk
Management Committee oversees the adequacy and effectiveness of
the credit risk management framework.

ALM and market risk management

This unit is independent of the dealing as well as the settlements
functions, and is responsible for identifying and escalating any risk, and
limiting excesses on a timely basis. It is also tasked with formulating

a comprehensive risk management policy to identify, measure and
manage liquidity and interest rate risks. The other responsibilities
include: establishing linkages between ALM system and other risk
management systems to monitor the risks on an integrated basis;
identifying ALM risks associated with the Bank's portfolio, developing
appropriate risk measurement methodology for managing and
mitigating the ALM risk; providing inputs for capital planning to meet
future funding requirements, with the set goal of profit planning/
business growth; conducting ALCO at least on a monthly basis to apprise
the management and enable informed decision-making.

Operational risk management

The objective of operational risk management function is to create a
robust policy to identify the inherent operational risk across all products
and processes, measure monitor and control operational risk inherent
in all such products/activities/processes, establish key risk indicators
through risk control self-assessment, and identify operational loss
events. Our Operational Risk Management Committee (ORMC) oversees
all material operational risks, responds to risk issues and ensures
adequacy and effectiveness of operational risk controls.

Information and cyber security

We have an independent information security division, which addresses
information and cyber security related risks. The Bank has a defined
governance structure in place under the Information Security &

Cyber Risk Committee, which includes representatives from Business,
Operations, IT, HR and other Risk Management functions. The
Information and Cyber Risk Committee provides direction for mitigating
cyber security and Information security risks identified across the

entire IT landscape. A risk-based cyber-security framework has been

put in place.

Enterprise risk management (ERM)

e Assess and measure the Bank's risk profile, risk appetite, strategic
plans and overall capital adequacy

¢ Keep the Board, RMC and Senior Management informed of the ICAAP
process, capital adequacy and major changes in capital assessments
and risk management guidelines and ensure ICAAP is carried out at
least annually

¢ Build and review stress-testing framework

Risk governance

The Board supervises the Risk Management Committee (RMC) and
other management level committees as part of the Risk Governance
framework. The RMC is a Board-level sub-committee, which decides risk
policies and strategy for integrated risk management containing various
risk exposures of the Bank. The Bank has management level committees
to address various risks including credit risk, ALM and market risk,
operational risk and information security risk.

The Audit Committee assists the Board in carrying out its oversight
responsibilities as they relate to our financial and other reporting
practices, internal control, and compliance with laws, regulations, and
ethics. From a risk management perspective, it reviews the adequacy of
the Bank’s risk management policies and processes and reports to the
Board of Directors.

Emerging Stronger. Together
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OPERATIONAL HIGHLIGHTS The COVID-19 crisis was not only disruptive but also S fraT — Y (57

G
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created a ‘Big Reset’ in the way we work, as quick
CHAIRMAN'S INSIGHTS and responsive action was necessary to keep the
MD & CEO’S COMMUNIQUE crisis from escalating further. A Special Task Force
comprising Chief People Officer, Chief Technology

Officer and Chief Risk Officer along with the Senior

WHO WE ARE

HOW WE CREATE VALUE Leadership Team swung into action to ensure
business continuity. The team focused on the

HOW WE INTEGRATE

SUSTAINABILITY following four key levers to help leaders and teams

26 People practices navigate through the pandemic and recovery.

28  Community initiatives

30 Governance framework

Gearing up for the new normal and
33 AWARDS & ACCOLADES business continuity

34 ABOUT THE REPORT . . . -
Re-imagining business strategy

35 STATUTORY REPORTS and business model

100 FINANCIAL STATEMENTS .
Timely and regular

communication with the team =

I AM
VACCINATED!

| TOOK MY
Leading with compassion/ ) NAYEY SR E

demonstrating empathy
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Demonstrating care and compassion

Happy employees are at the core of our growth.

The year of the pandemic not only necessitated an
immediate shift to ‘home office’, but also posed
significant challenges while adapting to the new
normal. We constantly engaged with our employees

to address concerns related to business impact, job
security, performance appraisal, and overall safety and
well-being. We also rolled out various policies, especially
for those lower down the organisational hierarchy.

Employee engagement

Our technology architecture enabled us to shift to
remote working across all departments. Instantly at

the Head Office, laptops and desktops were shifted to
employee homes, enabled with Virtual Private Network
(VPN) access. By May 2020, 91% of our total workforce
had moved to home office. To facilitate collaboration
remotely, we invested in various online collobrations
tools while ensuring stringent compliance with
Information Security guidelines.

Audio townhalls

Awareness emailers, SMS and DYK series

Our MD connected on an audio bridge with employee groups
across all locations to infuse a sense of security amid industry
announcements related to job and pay cuts. Subsequent to the
discussions, an employee suggestion box, ideas@equitasbank.com
was launched where the employees could send their ideas for
improvement of workings at Equitas.

The central and regional HR teams reiterated Equitas’ focus on
employee health and safety, and compliance with local laws
regarding opening of branches and offices. The communications
also emphasised the importance of social distancing, regular
sanitising and similar health advisories. A ‘Did You Know Series’ was
created to showcase positive stories during the pandemic.

Health champions

Managing stress, ensuring wellness

We appointed Health Champions in the states we operate in.
Health Champions are employees who belong to a family that
has members in the medical profession. Backed by the respective
regional HR managers, these employees used WhatsApp and
other social media groups to connect with all employees in the
state/region and extend support in case of need.

In addition to addressing health and safety aspects, we launched
several initiatives that brought the creative persona of our employees
to the fore with fun quizzes and contests. The programmes ranged
from stress management during COVID times, women wellness, online
yoga, office ergonomics, to webinars with leading doctors. We also
ran contests for our employees’ children such as painting competition,
fancy dress and talent show.

B o 26

Supporting frontline employees

Incentives

In @a much lauded move in the industry, the average incentive earned by
our frontline employees were paid as an ex-gratia amount. About 6,600
employees benefited on a monthly basis from the scheme.

Salary increments

While the industry was doling out pay cuts, we handed out increments
and promotions to employees across levels, albeit over staggered
timelines. The entire exercise was completed and effected by the

end of Q2.

Emerging Stronger. Together
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Employee surveys

WFH redesign

Remote Work Pulse Survey

We rolled out a Pulse Survey for Branch Managers and above in
partnership with SAP. The survey contained 30 questions which could
be answered anonymously and were phrased to get specific feedback
on goals clarity, support from managers, materials and resources
availability and overall work-life balance, especially during the
lockdown period.

Sampark

As a part of this initiative, each of our 16,000+ employees were
called by their respective HR contacts, who enquired on their health
and safety. The survey also captured their professional, supervisor
support and happiness quotient.

New Joinee Survey

We conducted the survey on Day 1, 30, 90 and 180 day to understand
how the new employees were settling down and to take necessary
early actions.

HR Services Feedback Survey

To get specific feedback on HR services, this survey was conducted
among Function/Unit/Branch Heads. Our top three HR services were:
1) Connect — HR business partners’ accessibility, responsiveness and
empathy; 2) Culture - propagation and inculcation, and

3) Performance Management — process, transparency and objectivity.

Performance Management Survey

The primary objective of this survey was to understand and get
feedback about the Performance Management process (efficiency
and effectiveness). Employees were also encouraged to write back
to the Top Management in case they are not satisfied with the
performance review process.

For the post-COVID era, we conducted an exercise to identify
people at the Head Office and zonal offices who could be
permanently moved to WFH. Further, temperature meters,
sanitisers and masks were made available to all offices. Some
offices were remodelled, keeping in mind social distancing
norms, and to enable touch-free entry and exit. Glass enclosures
for cubicles, and boundary lines for one-way movement inside
offices were also created.

8 o 27

One-of-its kind package to tide over the pandemic

Our employee focused COVID Policy continues to be in force and is
helping employees deal with urgent needs.

COVID Policy highlights

e Special leave of 30 days for all affected employees
e Donate Your Leave scheme to employees with insufficient
leave balance

e COVID-19 test reimbursement for employees to the extent of
34,500 and for their immediate families to the extent of 32,500

e Supplementary benefits in addition to hospitalisation benefits
directly provided by the Bank

e Waiver of Co-Pay in case of parents’ hospitalisation for COVID-19

e Post-hospitalisation benefits of up to 10,000 to enable junior
employees to supplement their diets and well-being suitably

¢ Interest-free employee loan assistance amounting to six times the
monthly salary to help them tide over any financial hardships

Doctor on Call tie-up with Rela Hospitals in Chennai and Employee
Assistance Programme through Work Place Options for employees to
seek professional mental health assistance

Emerging Stronger. Together
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Driving sustainable development agenda

At Equitas, we have always believed in giving back
to society and helping build a stronger tomorrow
for ‘Bharat’. In doing so, we undertake several
measures to empower the economically weaker
sections (EWS) and low income groups (LIG) under
the aegis of the Equitas Development Initiatives
Trust (EDIT). As most of our interventions require
on-ground engagement with stakeholders, our

outreach was constrained by the severe restrictions

on mobility and physical proximity. However,
we leveraged our digital capabilities to deliver
optimal impact.

Board of Trustees of Equitas
Development Initiatives Trust (EDIT)

Dr. C.K. Gariyal Ms. Sabitha,
IAS (Retd.) IAS (Retd.)
Mr. M.B. Nirmal Mr. Anoop J. Aiswa

Founder, Exnora IPS (Retd)

International

Mr. P.N. Vasudevan

Ms. Jayshree

Nambiar
Educationist

Emerging Stronger. Together

MD & CEO,
Equitas Small
Finance Bank Limited

Focus areas

Health

Objective

Amidst the pandemic, the
importance of a healthy and
hygienic lifestyle has only become
more relevant. At Equitas, we
realise the adverse impact of an
unhealthy lifestyle, especially for
people earning daily wages, even
leading to loss of income.

Activities

Health education and health
camps to raise awareness

Sugam Clinics

Education

Objective

At Equitas, we recognise the
importance of education.
Education forms the base of
a strong community. Hence,
providing quality education
plays a pivotal role in
creating a self-sustained and
strong society.

Activities
Equitas Gurukul Schools
Centres of Academic Excellence

Partner Schools

B o 28

Employment

Objective

With the increasing
population across the country,
employment has been one

of the biggest concerns. At
Equitas, we recognise this
concern and try and address
it by generating employment
opportunities for the

young population.

Activities

Home-based skill
training for women

Job fairs for unemployed youth

Equitas Small Finance Bank Limited Integrated Annual Report 2020-21
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Our social activities designed to support the low income and
underprivileged communities continue to deliver value and
improve the livelihood of the society we operate in. We are
confident that such initiatives over the long term will reduce
business risks that arise from the inherent vulnerability of
such societies among all participants in the ecosystem.

EDIT impact snapshot FY21

34,345 599 134

Eye-camp Free spectacles Free cataract

participants distributed operations sponsored

2,17,541 12,617 11,638

Other medical Participants in Placements for

camps organised  skill training unemployed youth
programmes

12,360 110 139

Swasth Mahila Equitas Birds Nest  People accessed

Health Education [Pavement Dwellers Health Helpline
— No. of women Rehabilitation
covered programme]

Emerging Stronger. Together

Equitas Gurukul

Equitas endeavours to provide good quality education
to the children from the economically weaker

section. Equitas Gurukul was established in 2010

with a mission to “Nurture and empower children

by providing holistic education and transform them
into responsible individuals.” The first schools were in
Trichy and Dindigul, and since then the programme
has expanded to Salem, Coimbatore, Sivakasi,
Cuddalore, Karur and Kumbakonam. The schools are
recognised by the Tamil Nadu Matriculation Board

with classes from LKG to standard XII.

The Principals, Coordinators and teachers mentor
the students who are mostly first generation
learners throughout their learning to enable them
to achieve their goals by continually reviewing

and providing corrective action. At present, 5,698
students from across all eight Gurukuls receive holistic
education, facilitated by a staff of 405 teachers and
administrators. In April 2020, 79 Gurukul students
had appeared for the Xll standard board exams, 132
for the Xl standard board exams and 211 for the X
standard board exams. All our Gurukuls achieved

100% pass rate.

Circle of Life — A pavement dweller’s journey of identity

Mrs. Shanthi, now a contract worker for Indian Railways, shares her inspiring story of transformation-a
journey towards earning her identity in society. She is an epitome of resilience and hard work. While you
bank with us, you just don’t earn a rewarding interest, you also contribute in building a better society.
We invest up to 5% of our profit back in the communities, thus making money a force for good, towards
bringing sustainable social change.

You can watch the story here P

Equitas Small Finance Bank Limited Integrated Annual Report 2020-21
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Steering in the right direction

Board of Directors

Arun
Ramanathan

Part-time Chairman
and Non-Executive
Independent

Director (AR)

Navin
Avinashchander
Puri

Non-Executive
Independent
Director (NAP)

Vinod Kumar
Sharma
Non-Executive
Independent
Director (VKS)

Vasudevan
Pathangi
Narasimhan
MD & CEO (VPN)

Sridhar Ganesh
Non-Executive
Independent
Director (SG)

Ramesh
Rangan
Non-Executive

Independent
Director (RR)

Arun Kumar
Verma
Non-Executive
Independent
Director (AKV)

®

Narasimhan
Srinivasan
Non-Executive

Independent Director
(NS)

Strong governance structure

Committees of the Board

Audit Committee

. Nomination and Remuneration Committee

Narayanaswamy
CEIELGEIGED]

Non-Executive
Independent Director
(NB)

Tabassum
Abdulla
Inamdar
Non-Executive
Independent
Director (TAI)

C Chairperson

M) Member

8 o

30

. Stakeholders’ Relationship Committee
. Corporate Social Responsibility Committee

. Risk Management Committee

Listing Committee (Dissolved on November 9, 2020)

Emerging Stronger. Together
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Industry & Agriculture

Board demographics

14

Number of Board meetings

96.15%

Board attendance

Board independence

9

Number of Independent Directors

Emerging Stronger. Together

94.57%

Board committee attendance

4.5 Years

Median Director tenure

9

Number of non-management
Directors

. | D
B o 31
Skills/Expertise/ Arun Arun Kumar Narayanaswamy , . Navin Sridhar Narasimhan Tabassum Vinod Kumar
. . Avinashchander - Ramesh Rangan P.N. Vasudevan
Competencies Ramanathan Verma Balakrishnan Puri Ganesh Srinivasan  Abdulla Inamdar Sharma
: ) ) )
Banking g ) )4 72( )¢ W 72(
Business Strategy, Sales, o N o o /N /N '\
Marketing & Administration w w w w w w w
Accounting, Finance & o). . o o). o
Taxation wW W < < § N
Law )¢ )¢
Human Resources yx(
Information Technology 72( 71:(
Research & Risk management y}( yx( )x(
Rural Economy, Small Scale
) o )¢ < )¢ W

10%

Proportion of female Board
members

8 Years

Term limit of Independent
Directors

Other committees

In addition to the committees mentioned
previously, our Bank has constituted various

other committees, such as Business Committee,
Customer Service Committee, Information
Technology Strategy Committee, Credit
Committee, Special Committee of Board for
Monitoring High Value Frauds, Review Committee
for Identification of Wilful Defaulters, Policy
Formulation Committee and Outsourcing
Committee to oversee and govern various internal
functions and activities of the Bank.
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Leadership team

P.N. Vasudevan

Managing Director
& Chief Executive
Officer

Ramasubramanian K

President - MSE &
Corporate Banking

Narayanan E

Chief Technology
Officer

Srinivasan
Purohit

Chief Compliance
Officer

Emerging Stronger. Together

Sridharan N
Chief Financial Officer

Murali
Vaidyanathan
President &
Country Head -
Liabilities, Wealth
Management &
Marketing

Prabhakaran A
Executive Vice
President & Head
- Centralised
Processing Centre
& Customer
Service

Sathyananda
Prabhu
Executive Vice
President & Head -
Internal Audit

H.K.N Raghavan

Senior President -
Retail Assets

Natarajan
Muthusubramanian

Executive Vice President
& Head - Treasury

Pallab Mukherji
Chief People Officer

Siby Sebastian
Executive Vice
President -
Centralised
Processing Centre
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Rohit
Gangadharrao
Phadke

President & Head
- Retail Assets

Dheeraj Mohan
Senior Vice
President & Head -
Strategy, Investor
Relations, Business
Intelligence

& Customer
Experience

Sethupathy S
President -
Process & Quality
Assurance

Sampathkumar
K. Raghunathan

Company Secretary
and Compliance
Officer

|
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Awards and accolades

Tae EcoNomic TiMEes

CMO Asia
3fC EDITION
(from left to right)
1. Best Product Proposition — Savings Account
2. Best Innovative Insurance Solution — COVID Indemnity Policy
3. Best Campaign - One India One Bank Economic Times
4. Best Innovative CEO - Mr. P.N. Vasudevan (MD & CEO) Best Brand Award 2020

Emerging Stronger. Together

B o 33

S SY Ao
FICCI Tamil Nadu

Best HR Practices — Large Organisations — Banking

\ ) ASSOCHAM National E-Summit &
Awards Banking & Financial Lending
W/ Companies Digital Financial Services:

|" Response to Aatmanirbhar Bharat

1.  Winner under the Digital Deposit —
Small Finance Bank category

2.  Winner under the Digital Service -
Small Finance Bank category
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About the report

Equitas Small Finance Bank'’s Integrated Annual Report for FY21

provides a holistic assessment of the Bank'’s financial and non-financial
performance. The report also throws light on the Bank's strategy, D=
governance, risks, and prospects to better understand the activities ||I|||I€|
and progress of the Bank. - [ILIIs

Our capitals

Reporting principles and frameworks

The Integrated Report is prepared in accordance with the framework prescribed by the
International Integrated Reporting Council (IIRC). The financial information presented in
this report is complaint with the requirements of the Companies Act, 2013 (including the
rules made thereunder), the Indian Accounting Standards and the Securities and Exchange
Board of India (Listing Obligations and Disclosure Requirements) Regulations, 2015.

Materiality and scope

This report also includes information about material issues of all stakeholders of the Bank
and provides an overview of its business and related activities. The report discloses those
material matters that have an extensive impact on the Bank’s ability to create value and
could influence decisions of providers of financial capital.

Reporting boundary

The financial and non-financial information in this report largely covers the activities and rel
progress of Equitas Small Finance Bank Limited on a standalone basis.

Forward