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Management Discussion and Analysis

Macro view

India’s Gross Domestic Product (GDP) attained an 
annual growth rate of 4.2% in FY 2019-20 against 6.1% 
in FY 2018-19. Asia’s third largest economy was on the 
brink of an impending recession with contraction in GDP 
growth for the last two quarters of FY 2019-20. The 
signs of deceleration were clearly visible from Q2 with 
sluggish consumer spending, slump in the auto sector, 
issues in the NBFC sector, considerable slowdown 
in FMCG sector,  and a moderation in private sector 
investments. Barring agriculture, mining & quarrying 
and public administration, all other sectors slowed down 
in FY 2019-20. The Index of Industrial Production (IIP) 
contracted by 0.7%, compared with 3.8% growth in the 
previous financial year. A sharp decline was seen in the 
capital goods, consumer durables, and construction and 
infrastructure sectors, while primary and intermediate 
goods registered moderate growth. India’s current 
account deficit (balance of exports  minus  imports) 
position  remained favorable  at 0.2%  of  GDP  in  the  
third  quarter  of  FY 2019-20 against 0.9% in Q2:FY 2019-
20 and against 2.7% in Q3 a year ago.

As per the  National Statistical Office, Ministry of 
Statistics and Programme Implementation, Govt. of 
India, the GDP growth in FY 2019-20 has primarily been 
driven by growth in government expenditure, which grew 
by 11.8% in FY 2019-20 against 10.1% in FY 2018-19 while 
investments contracted by 2.8% against 9.8% growth in 
FY 2018-19, and private consumption slowed down and 
registered a moderate  growth of 5.3% against 7.2% in the 
last fiscal. The   outbreak   of   the   coronavirus   pandemic 
has further clouded the growth outlook. The Covid-19 
outbreak is expected to have an adverse impact on the 
global economy and Indian economy on an unprecedented 
scale. GDP growth in FY 2020-21 is expected to remain in 
negative territory, with some respite in the second half 
of the fiscal year. The way forward in terms of restoration 
of economic activity thus depends on the speed with 
which the pandemic is contained, how quickly the Indian 
economy opens up, and how soon supply disruptions are 
repaired and demand revives. It will also depend on the 
impact of the combined stimulus from fiscal, monetary, 
social and administrative measures that have been 
implemented to create conditions conducive to survival 
in the crisis, and revival in growth.

Banking industry scenario

Bank credit growth in FY20 was tepid on the back of 
weak demand across all population groups (rural/ 
semi  -urban/ urban/ metropolitan). Non-food credit 

of scheduled commercial banks (SCBs) grew by 6.7% 
(y-o-y)  as compared with 12.3%  a year ago. Metropolitan 
branches, accounting for nearly 63% of credit, recorded 
a deceleration in credit growth to 4.8% (Y-o-Y) in March 
2020 from 13.5% a year ago. The gradual moderation 
in credit offtake can be attributed to the stricter 
credit norms by banks fearing piling up NPA’s in the 
corporate books. 

The only silver lining has been the agriculture sector. 
As on May 10, 2020, summer sowing of all crops in the 
country was higher by 43.7 %  over last year’s acreage. The 
forecast of normal monsoon by the India Meteorological 
Department (IMD) augurs well for agriculture output 
and farm incomes.

Credit growth to industry decelerated to 0.7 % in March 
2020 from 6.9 % in March 2019. While the industrial credit 
has seen a de-growth, Industrial Production has also 
come to a standstill given the economy wide lockdown 
at the end of the year, impacting not only the major 
industries but also the small and micro industries that 
supply intermediary goods to the major industries. 

Aggregate deposits growth of the scheduled banks 
marginally dipped to 9.5% y-o-y against 10.0% a year ago. 
The rate of growth has dipped due to lower contribution 
from the metropolitan areas and consumer focus  
towards other modes of savings, such as mutual funds 
and market linked deposits. 

The COVID-19 pandemic is undoubtedly the worst health 
and economic crisis in the last century with unprecedented 
negative consequences on global value chains, labour 
and capital movements across globe and socio-economic 
conditions of large sections of world population. The 
economic slowdown induced by COVID-19 crisis will 
impact bank credit growth to a large extent with the 
expected growth being in high single digits in FY21. Loan 
recoveries are expected to be affected thus impacting 
profitability. Spike in the NPA levels will lead to banks 
raising capital and consolidation. The pandemic is also 
expected to lead to a significant reduction in demand 
from SMEs/Corporates. The resilience of each bank will 
be tested in how best it conserves capital and optimizes 
cost, scales up digital capabilities and offerings, re-
engineers processes with automation to support 
remote operations, and strengthens credit monitoring, 
collection and analytics.

To steer the economy through the crisis, the RBI has taken 
a slew of calibrated measures. The measures announced 
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by RBI under the Regulatory Package for COVID-19, such 
as enhanced MSF and reduction in CRR will help inject 
liquidity into the banking system, stabilize the financial 
markets and repose public confidence in the challenging 
times. The stimulus through TlTRO, special refinance 
facilities of `50,000 Crores to NABARD, SIDBI and NHB 
to help them meet sectoral credit needs, moratorium 
for interim relief of borrowers, reduced policy rates and 
other liquidity enhancing measures, will ease cash flow 
constraints and provide impetus for credit growth. 

Additionally, several measures announced by the 
Government of India as a part of the economic stimulus, 
such as special liquidity facility to NBFCs, Partial Credit 
Guarantee Scheme (PCGS) and structural reforms have 
ensured that liquidity strains do not cascade into solvency 
problems. Several measures have been announced for 
Micro, Small and Medium Enterprises (MSMEs) such as 
targeted  credit flow of  `3 Lakh Crores in the form of 
collateral free loans to smaller MSMEs, backed by 100% 
government guarantee given through NCGTC, creation 
of a fund of funds worth `5,000 Crores for MSMEs, and 
provision of `20,000 Crores of subordinate debt for 
stressed MSMEs through a Credit Guarantee Fund Trust, 
to ensure that they are not deprived of survival funding 
and growth capital.  

The Indian economy has started showing signs of getting 
back to normalcy in response to the staggered easing 
of restrictions in June 2020. There is very little visibility 
about when supply chains will be full restored and 
demand conditions will stabilize. For the year as a whole, 
downside risks to domestic growth remain significant. 
After a largely depressed Q1, economic activity in Q2 may 
remain subdued due to social distancing measures and 
the temporary shortage of labour. Recovery in economic 
activity is expected to begin in Q3 and gain momentum 
in Q4 as supply lines are gradually restored to normalcy 
and demand revives. Overall, the markets have remained 
resilient, liquid and stable, establishing conditions for 
a finance-led recovery of the economy ahead of the 
revival of demand.

the Bank's record Breaking iPo

The Bank raised `10.45 Billion during the initial public 
offering in December including `2.5 Billion raised in pre-
IPO round. The subscription to the IPO was open from 
December 2, 2019 to December 4, 2019, and received a very 
encouraging response from the market. The Bank listed on 
December 12, 2019, complying with the RBI requirement 
of mandatory listing within three years from the 
commencement of operations as a Small Finance Bank. The 
IPO had the distinction of being one of the most successful 
IPOs in the financial services sector in recent times.

COVID-19

our approach to crisis management
The Bank has been closely monitoring the situation, 
preparing for all contingencies. A Quick Response Team 

(QRT) was constituted for monitoring and supervising 
banking operations and providing updates to the Top 
Management.  A special committee of the Board – Business 
Continuity Monitoring Committee has been formed to 
advise, monitor and assess the social, financial, business, 
credit and risk impact under the current economic 
scenario. We adopted a Work-from-home policy for our 
Corporate and Regional Offices effective  March 24, 
2020, while most of our branches operated with minimal 
staff, adhering to the guidelines on branch timings issued 
by State Level Bankers' Committee (SLBCs), Lead District 
Managers (LDMs) and local administration during the 
nation-wide lockdown. The Bank ensured adequate cash 
in its ATMs and advised customers to predominantly use 
ATM, Mobile and Internet Banking for their transactions 
in view of the current situation. Customers and staff 
were also educated to maintain social distancing and 
take preventive measures to contain the spread of the 
virus. We reached out to our staff and customers to 
ensure their wellbeing and express our solidarity in these 
trying times. We stopped disbursement of new loans and 
focused on providing essential banking services to our 
customers through our branches and alternate channels 
during the lockdown. We stopped the collection of 
repayments through centre meetings, an integral part of 
the microfinance business. The Bank suspended levy of 
minimum balance charges and ATM transaction charges 
till June 30, 2020, in adherence to the instructions from 
the Ministry of Finance. With the easing of restrictions 
in non-containment zones in May 2020, our business 
resumed, adhering to all social distancing norms to 
ensure safety of employees and customers. The Bank 
resumed work from the head office and the regional 
offices in a staggered shift system, with strict safety 
measures, ensuring not more than 33% of staff turnout 
in any shift. The branches continued to be governed by 
the SLBC guidelines for timings. As of the date of the 
report, we have started disbursements to our existing 
customers with good repayment track record and to new 
customers, who are mainly engaged in agriculture and 
allied activities.  

We offered a three-month moratorium for all standard 
dues as of March 1, 2020 in line with the ‘COVID-19 
Regulatory Package’ announced by RBI on March 27, 
2020 for all segments of customers, deferring the 
repayments for ~ 99% of the loans accounts. 100% of 
our MicroBanking and Rural Banking customers opted 
to avail the moratorium as they predominantly belong 
to the underserved and un-served segment, and are 
experiencing income losses on account of suspension 
of normal business activities. An aggregate of 50-70% 
of the customers of Housing, MSE, Personal Loan and 
Vehicle Finance businesses opted for the moratorium. 
Further to the RBI dispensation on April 17, 2020, allowing 
standard but delinquent customers to avail moratorium, 
the Bank has implemented the same. In response to the 
guidelines on extension of loan moratorium announced 
by RBI on May 23, 2020, the Bank has put in place a Board 
approved policy on extending the loan moratorium for 
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our customers – for a further period of three months – 
from June to August 2020. We have adopted a slightly 
different approach for the extension of moratorium 
in that the moratorium shall be offered to customers, 
who request for a repayment holiday, since economic 
activities are recommencing and the restricted areas will 
be limited to containment zones. To reduce the burden 
of additional moratorium interest, for the MicroBanking 
clients we shall offer to capitalise the moratorium interest 
to the loan amount as non-interest bearing component, 
facilitating the borrowers to continue paying the existing 
EMI amount and extending the tenor by  adjusting the 
amount through the last EMIs. 

The Bank launched an extensive customer connect (over 
phone) programme in the last week of March and reached 
out to over 42 Lakhs customers across the country. Apart 
from spreading awareness on the COVID-19 pandemic 
and the moratorium policy, our customer connect 
programme encouraged the use of alternate channels 
for convenient banking transactions, providing advisory 
relating to managing finances such as maintaining savings 
and rolling over of term deposits, besides helping them 
assess the impact of the lockdown on their livelihood. 
During the lockdown, adoption of digital platforms for 
loan repayment has seen an uptick. We have tied up with 
Airtel Payment Bank and piloted loan repayment through 
their outlets in the working areas across 400+ branches. 
Though the lockdown has affected the livelihoods of 
the customers, resulting in loss of household incomes, 
the impact is largely temporary, and around 75% of 
the customers are expecting to resume their income 
generation activities within one month of re-opening of 
economic activities. In the MicroBanking segment,  unlike 
the rural areas, the impact of the ongoing lockdown has 
been particularly severe in the metro and urban areas.

As part of our Corporate Social Responsibilities, we 
have organised volunteer drives to distribute dry rations 
to daily wagers, migrant workers and the low-income 
communities. The Bank has donated `45 Lakhs from the 
CSR budget to GiveIndia to complement government 
efforts to combat the COVID-19 crisis. Our CSR 
contribution to GiveIndia for its ‘India COVID-19 Response 
Fund (ICRF)‘ was used to procure and deliver 5000+ PPE 
Kits to major hospitals in Mumbai. `42.5 Lakhs of our 
contribution of `45 Lakhs has been deployed thus far.

The Bank has effectively leveraged the downtime of 
the lockdown to promote extensive use of e-learning 
platforms to up-skill its employees. Around 92% of our 
staff has actively used the e-learning platforms. We are 
also focusing on re-engineering our business and back-
end processes for better efficiencies and driving the 
digital initiatives. Seven focus groups have been formed 
to revisit existing workflow, retool business and functions 
and fast-track digital initiatives. 

We continue to remain well funded even though the 
moratorium period on loans is affecting the usual 

cash flows. We are maintaining a liquidity buffer for 
unforeseen contingencies in the coming months. We 
are deploying the surplus in high yield short term assets 
rather than lending in reverse repos to counter the cost 
of negative carry of surplus funds. We are exploring 
Securitisation and IBPC transactions in addition to term 
loan facilities from banks and available lines of refinance 
from NABARD, SIDBI and NHB and medium term line 
of credit from DFIs. Our deposits are stable with no 
significant withdrawals so far. The measures announced 
under the Regulatory Package, such as enhanced MSF 
and reduction in CRR, are also helping the Bank maintain 
sufficient liquidity. On the capital adequacy side, we 
continue to be comfortable with a CRAR of ~29% with a 
major proportion in the form of Tier I Capital. 

With Unlock 1.0 kicking in from June, we expect 
resumption of field operations in non-containment zones, 
resulting in further increase in business and collection 
volumes. We are working on offering more digital and 
local modes of repayments and educating customers on 
the same. We are also closely monitoring our costs and 
keeping a tight leash on expenses, deferring or avoiding 
all non-priority expenses. We are very appreciative of 
RBI efforts towards providing relief to borrowers and 
stabilising the financial markets to handle the disruption 
caused by the COVID-19. Post the COVID-19 crisis, we are 
confident that we shall emerge stronger, with our revised 
business processes and efficiency measures.

impact on our books
For FY 2019-20
The COVID-19 situation had minimal impact on our books 
for FY 2019-20  as the nation wide lockdown was imposed 
in the last few days of March, by which time most of our 
scheduled collections had already come in. The lockdown 
however did impact the typically high year end growth 
momentum of March, and our volumes stood lower than 
that envisaged earlier and significantly lower than that 
in the previous month, which affected the interest and 
fee income. The surplus liquidity carried as a buffer for 
the crisis period has led to a slight increase in finance 
cost for the last week of the month. The benefit of RBI 
dispensation on NPA recognition norms were applied on 
the moratorium portfolio, and it prevented any spike in 
credit cost. In the wake of the COVID-19 pandemic and 
the ensuing nationwide lockdown since the last week 
of March 2020, the Bank expected the shutdown to 
adversely impact the portfolio quality, and therefore 
made a prudential provision to the tune of `70 Crores.

For FY 2020-21
Although we shall continue to accrue interest income on 
the outstanding portfolio including those accounts that 
opt for moratorium, there will be an overall contraction 
in interest income and  fee income on account of lower 
business volumes due to lockdown and adherence to 
social distancing norms. We expect a steady reduction  in 
Cost of funds due to the several stimulus measures of the 
RBI to enhance liquidity in the banking system. With strict 
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control on costs, while cutting down and deferring all 
non-priority expenditure/ investments, we expect to see 
some reductions in our operating expenditure. However 
cost of field operations may increase on account of the 
social distancing norms. The RBI dispensation on NPA 
classification norms on moratorium portfolio shall also 
provide temporary relief by arresting a spike in credit 
costs. The impact on credit cost remains to be seen at the 
end of the moratorium and the end of dispensation on 
NPA classification at the end of August.  

oPPortunities

The measures announced by RBI under the Regulatory 
Package for COVID-19, such as enhanced MSF and 
reduction in CRR will help inject liquidity into the banking 
system, stabilise the financial markets and repose public 
confidence in the wake of the COVID-19 situation. The 
stimulus through TlTRO, special refinance facilities of 
`50,000 Crores to NABARD, SIDBI and NHB to enable 
them to meet sectoral credit needs, reduced policy rates 
and other liquidity enhancing measures, will ease cash 
cashflow constraints and provide impetus for credit 
growth. Further, RBI dispensation allowing exclusion 
of assets under moratorium till May 31, 2020 from NPA 
classification norms will also prevent a sudden surge in 
credit costs. Restriction on dividend payout from profits 
for the fiscal year ended March 31, 2020 will help banks 
conserve capital and retain their capacity to absorb 
losses in an environment of heightened uncertainty.

Customer surveys have confirmed a temporary dip in 
household income levels in the wake of the COVID-19 
crisis. Addressing the credit needs of this segment 
would help the customers resurrect their businesses 
and livelihoods. Given the ongoing crisis situation, we 
visualize it to be a good time to sensitise our customers 
and their families on basic savings and banking behaviour 
and promote Goal based deposits, as our deposit rates 
remain attractive. 

The nation wide lockdown in the wake of the COVID-19 
situation has triggered an increased propensity to use 
digital payments among our customers, especially 
Digital Loan Repayments, UPI QR code transactions and 
a number of mobile banking and UPI registrations among 
MicroBanking customers. We believe that this is a good 
opportunity to expand our digital initiatives and increase 
adoption of the digital channels. Our continued efforts 
on contactless and digital banking services will stand us 
in a good stead to further our outreach and build on this 
opportunity. Moreover, the volatility in the market yields 
is expected to help in the growth of Institutional Deposits.

The unserved and underserved middle- and low-
income families: Offer a great growth potential and 
represent a large addressable market, besides being the 
fastest growing economically active demography in the 
country. With headroom for a lot of players, differentiated 
products and services finetuned to customer needs 
and convenience, delivered at the least cost with hassle 

free processes,  have become key to leveraging the 
vast target market.

Our expanding branch network and Unbanked Rural 
centres (urcs): Our wide network of 575 banking 
outlets including 144 outlets in Unbanked Rural Centres 
(URC) where the Bank is the sole provider of banking 
services, offers us a significant opportunity to expand 
our customer outreach and deepen our penetration in 
existing geographies. The rural and semi-urban centres 
face relatively lower competition and help bring a large 
number of customers under the umbrella of our services.

Banking to the youth: The youth or the millennials 
comprising students in universities, institutions and skill 
development centres, soon-to-join the workforce in the 
formal or semi-formal sector, and those that will start 
their enterprises for self-employment, is a vast target 
segment.  This digitally savvy generation is discerning, 
with high expectations from banking services, and would 
demand agile and contemporary banking solutions.

our Large base of customers and their families: Our 
5 Million plus microfinance customers and their families 
offer us the opportunity to deliver a comprehensive suite 
of financial services such as deposits, loans for various 
purposes, remittance, insurance, pension products. We 
are poised to capitalise these opportunities as we expand 
our family banking initiatives across more branches, with 
a wider bouquet of services and offerings.

Demand for affordable housing and policy interventions: 
The demand for affordable housing continues to be 
strong, with increasing per capita disposal incomes and 
rapid urbanisation. Government policy interventions such 
as implementation of Real Estate Regulatory Authority 
(RERA) and the Credit Linked Subsidiary Scheme (CLSS) 
under the Pradhan Mantri Awas Yojana (PMAY) along 
with special projects initiated by the housing boards and 
development agencies in various states for lower income 
segments, had fuelled the increasing demand for low cost 
housing in metropolitan centres as well as urban and rural 
markets. We offer multiple products to fulfill the home 
financing needs of the customers under our housing 
loan programme.

MSME formalisation and growth: The largest provider 
of employment and an important contributor to 
exports and GDP, the sector has rapidly moved towards 
formalisation, post rollout of GST. Govt. initiatives such 
as Udyog Aadhaar memorandum, Stand-up India scheme 
Make-in-India and MUDRA loans have boosted the 
increasing credit growth in the sector. With our Business 
edge offering and existing Overdraft facility targeted at 
the formal segment, we now have a full suite of funding 
products catered to all MSE segments spanning the 
Informal to the Formal. In addition, we continue to strive 
to achieve efficient omni channel delivery processes in 
line with our continued emphasis on customer service 
and reduction in loan service time.



STATUTORY REPORTS

   5

rural and agriculture: Agriculture is one of the less 
impacted and less restricted sectors. An all-time high 
production estimate of Rabi crop by the Ministry of 
Agriculture and Farmers’ Welfare bodies good growth 
potential in Agri and Rural centres.

threats

External economic shocks: The COVID-19 crisis
The target market of the SFBs comprising of low and 
middle-income individuals, daily wage earners and self-
employed individuals engaged in small and medium 
enterprises are the most vulnerable to economic shocks 
such as the COVID-19 crisis and the demonetisation of 
2016. The nationwide lockdown and social distancing 
imposed by the government to contain the spread of the 
virus, caused prolonged absence from work, triggering 
income losses for the customer pool, predominantly 
comprising daily wagers, informal sector workers, self-
employed individuals and traders. Erosion of savings and 
deposits is imminent with the declining household income 
levels as are higher delinquencies and deteriorating 
credit worthiness of borrowers, impacting the volume of 
the eligible market segment and the retail deposit book. 

While the RBI has granted temporary relief to borrowers 
in the form of a six-month term loan moratorium, SFBs are 
likely to witness the difficulties faced by their borrowers 
by way of increasing defaults and consequently increased 
credit costs on account of probable roll forward of 
the current overdue accounts and the inability of the 
collection teams to meet the customers due to the social 
distancing imposed by the lockdown. The moratorium 
is also expected to disrupt the collection discipline, 
triggering increasing delinquencies when the moratorium 
period ends, thus only deferring the damage.

The lockdown and the moratorium will affect the normal 
business momentum and collection rhythm and  affect 
the usual cash flows of the SFBs for the for the first half 
of the fiscal,  resulting in muted business growth and 
reduced bottom lines.

risks of the business model – high touch operations 
and high volumes of cash collections
The COVID-19 crisis has reiterated the underlying risks 
of the business models of most SFBs –‘high touch‘ 
operations, personalised doorstep services, including 
centre meetings, driven predominantly by cash collection 
processes for the microfinance segment of customers. 
Low adoption of digital channels also is a chief deterrent 
to cashless collections and efficient use of alternate 
channels.  The crisis has necessitated the need to 
overhaul and rethink the business model in the light of 
changed customer behaviour. Digital Banking will be 
a key driver of business in the post COVID-19 scenario. 
The SFBs will have to focus on contactless lending and 
completely digital processes for better efficiencies and 
greater customer convenience. Increased adoption of 
digital platforms among the target customer base to 

drive cashless repayments, avail convenient and secured 
banking services in a self-service mode, will be the 
need of the hour.

Overheating of Microfinance sector in certain 
geographies
The COVID-19 crisis will exacerbate the problems of the 
Microfinance sector that is still grappling with repayment 
issues triggered by political events and natural calamities 
in certain stressed pockets. The sector has witnessed a 
slowdown in recent times along with increasing level 
of indebtedness in the last 12 months. The MSE sector 
was already in a state of slowdown, with contraction in 
the growth of gross bank credit to the sector and rising 
NPA, before the onset of the COVID-19 crisis. Even 
after the restrictions are lifted, consumer demand is 
likely to remain subdued, with big spending decisions 
getting postponed in anticipation of further instability, 
potentially affecting home and vehicle loans.

increasing competition
The banking and financing sector in India is highly 
competitive and the SFBs face significant organised 
competition from other small finance banks, NBFCs, 
microfinance institutions, cooperative banks, which 
have a sizeable presence in rural areas and housing 
finance companies. SFBs also face competition from 
public sector banks, private sector banks, other financial 
services companies and payment banks in India. In the 
organised sector, the competitors may have a better 
brand recognition, greater business experience, more 
diversified operations, greater customer and depositor 
base, besides having better access to lower costs of 
funding and consequently lower lending rates. The advent 
of specialised FinTech companies has also amplified 
the competition with their disruptive and efficient 
origination, sales and distribution process, competitively 
priced offerings and much faster turnaround time as 
compared to that offered by traditional banking players. 
On the other hand, there is an opportunity to partner 
with FinTech companies, in order to enhance customer 
acquisition and experience.

our strategy

Diversify product offerings to enable multiple 
customer relationships
We aspire to be a one-stop-shop, offering a 
comprehensive suite of products and services, and 
personalised customer experience, to attract new 
customers and deepen our relationship with our existing 
customers. We plan to leverage our large microfinance 
customer base and offer MSe loans, vehicle finance and 
micro-loans against property to the family members. 
We have developed need-based products for small and 
marginal farmers, and intend to further enhance our 
offerings for financing agriculture and allied activities. 
We shall expand our offerings to MSe customers by 
introducing bill discounting and non-fund based credit 
facilities. We intend to collaborate with State Housing 
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Boards for providing housing loans to the beneficiaries 
of housing projects, as well as online aggregators to 
reach out to a larger potential customer base. We plan 
to completely digitise our personal loan offerings 
and expand our outreach to a larger base of salaried 
customers, by partnering with digital aggregators and 
offering app-based lending with quick TAT. We shall 
expand our offerings to finance the purchase of two-
wheelers, three-wheelers, small commercial vehicles and 
used cars to scale up our newest business – vehicle loans.

Focus on digital Banking and analytics
The optimal use of advanced, cost-effective technology 
has significantly driven our operations, and going 
forward, we intend to strategically invest in technology 
to offer our customers a convenient and secured banking 
experience, while reducing our operating costs and 
increasing efficiencies. We also intend to automate our 
operational processes for better efficiencies by adopting 
robotic processes. We plan to leverage data analytics for 
customer segmentation and targeted offerings tailored 
to customer needs, targeted marketing, faster and 
better credit decisions and pro-active risk management. 
We intend to move from person-to-person services, to 
providing technology assisted services using handheld 
devices and phone banking services, to an exclusive 
self-service model through the use of internet and 
mobile banking. We intend to facilitate this with the 
establishment of digital and neo-banking services, 
covering the entire gamut of offerings.

strengthen liability franchise and focus on increasing 
our retail base with a granular and stable CASA
We intend to strengthen our liability franchise with a 
focus on growing our retail deposit base to provide us 
with a stable, low-cost source of funding. We propose 
to meet a majority of our funding requirements through 
CASA deposits as well as recurring and fixed deposits, 
by building a sticky deposit base and attracting new 
customers from the unorganised sector. We intend to 
develop products and services designed for our rural 
and urban mass retail customers, specifically digital 
savings products for younger customers, who have 
entered or are entering into banking channels, and also 
enhance the usage of our accounts by leveraging our 
dedicated customer service, and user-friendly apps. We 
aim to focus on mass acquisition of deposit customers 
through programmes such as corporate salary accounts, 
in order to grow our customer base. We believe that our 
‘Sampoorna Family Banking’ initiative will help expand 
our outreach and deepen our relationship with our 
existing MicroBanking customers.

Expand our distribution network to increase customer 
penetration
As most of our legacy MFI branches have already been 
converted to banking outlets, we shall very selectively 
open additional banking outlets and leverage the 
existing infrastructure to deepen our penetration. To 
promote non-branch delivery channels and encourage 
cashless transactions and adoption of digital platforms 
in a big way among our customers, we intend to set 
up a network of e-kiosks to provide round the clock 
access to our customers in their neighbourhoods. We 
shall focus on attracting target new-to-bank customers 
with convenient digital offerings. We also intend to 
explore strategic partnerships with Fintech companies 
to increase customer acquisition, reduce processing 
and on-boarding costs, reduce turnaround time and 
improve overall customer experience. We plan to use 
the right combination of physical and digital channels 
and partnerships to expand our reach and deliver value 
to our customers.

Focus on developing responsible banking behaviour 
for the unserved and underserved segments
Committed to financial inclusion of the unserved and 
underserved segments and fostering financial discipline 
among our customers, we intend to continue to train 
and educate our customers about the risks of over-
indebtedness and multiple borrowing, and the benefits 
of putting their savings in a bank apart from the use 
of insurance products. We shall continue to partner 
with Parinaam Foundation to offer financial literacy 
programmes to enhance financial literacy. We also intend 
to develop Kisan Pragati Clubs, a mixed group of 15 to 
20 farmers, who volunteer to disseminate principles of 
development through credit, inculcate better repayment 
ethics and promote greater customer engagement. We 
intend to take a number of initiatives to promote the 
use of bank accounts, UPI and digital payment gateways 
among our customers that still operate in a predominantly 
cash based transaction ecosystem. 

diversify revenue streams
An important strategic focus for us is to diversify our 
fee and non-fund based revenues. We shall leverage 
our Banking Outlet network, digital channels and our 
increasingly diversified product and service portfolio 
to develop our fee and commission-based business. We 
intend to pursue strategic relationships with corporate 
entities, the GoI and the state governments, to expand 
our outreach. We plan to augment fee-based income, by 
introducing new products and services, and cross-selling 
our offerings to our existing customers. The inherent 
nature of our assets business gives us an opportunity 
to build priority sector advances in surplus of the 
targets mandated by the RBI. We believe that trading of 
priority sector lending certificates will continue to be an 
important source of fee income.
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UjjIVAn SMAll FInAnCE BAnk lIMITED AT A glAnCE: MARCh 31, 2020

*Net Advances at `14,044 Crores as on March 31, 2020 (`10,552 Crores on March 31, 2019) 

BO – Branch Offices

URC – Unbanked Rural Centres

OSP – Outstanding Principal

CASA – Current Accounts and Savings Bank Accounts 

GNPA – Gross Non-Performing Assets

NNPA – Net Non-Performing Assets

PAT – Profit After Tax

ROA – Return on Average Assets 

ROE – Return on Average Equity

CD – Certificate of Deposit

CRAR – Capital to Risk Weighted Assets Ratio

Banking  
outlets & atM

Portfolio Quality

Loan Portfolio

employee

deposit Balance

Profitability

customers

capital & Funding

• 575 BOs, of that 144 
URCs (25% complied)

• 475 ATMs including  
52 ACRs

• GNPA at 1.0 
(0.9% in March 2019)

• NNPA at 0.2% 
(0.3% in March 2019)

• OSP* at `14,153 Crores  
(`11,049 Crores  in March 
2019), 28% growth

• Non-MF book at 23% 
(15% in March 2019)

• 17,841 employees 
(14,752 in March 2019)

• Book (Adv. & Dep.) per 
employee – `1.4 Crores  
(`1.2 Crores in March 2019)

• Deposit `10,780 Crores 
(`7,379 Crores in March 
2019), 46% growth

• Retail: 44% 
(37% in March 2019)

• CASA: 13.5% 
(10.6% in March)

• PAT – `350 Crores  
(`199 Crores 
in  FY 2018-19)

• ROA – 2.2%  
(1.7% in FY 2018-19)

• ROE – 13.9%  
(11.5% in FY 2018-19)

• 54.4 Lakhs Unique 
Active Customers (46.7 
Lakhs in March 2019)

• 47.1 Lakhs Active 
Liability Customers (28.0 
Lakhs in March 2019)

• Cost of Funds- 8.2% 
(8.5% in FY 2018-19)

• CRAR – 29% 
(19% in March 2019)
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Customer growth
As on March 31, 2020, 87% of all customers had a deposit 
relationship with the Bank, as against 60% in March 2019. 
This expansion in customer base was driven by large-
scale new customer acquisition across assets and deposit 
products  as well as collaboration between business 
verticals for cross sell etc. Our unique customer base grew 
by 17% over the previous year by the end of FY 2019-20.

SEgMEnT-wISE PERFORMAnCE

assets Business
FY 2019-20  witnessed a healthy growth of 28% in the 
asset book, despite our conscious call to slow down our 
MicroBanking and MSE businesses  in select pockets of 
stress in Q3 and Q4. Our non-Microfinance businesses 
especially Micro and Small enterprises (MSe), Affordable 
Housing and lending to financial institutions scaled up 
rapidly during the year, comprising 23% of overall asset 
book by the end of the year.

total Book (%) 

Quarter-wise Business 

OSP growth

The business growth had moderated in the third and the 
fourth quarters of the financial year, as the Bank had 
taken a cautious approach towards MFI lending in select 
pockets including Assam and parts of North East, West 
Bengal, Odisha, Tamil Nadu and Maharashtra, where 
delinquencies were higher due to natural calamities and 
other external factors. Normal business momentum was 
maintained in the unaffected areas, focusing on individual 
lending and simplified processes to improve productivity. 
The Bank also took a measured approach towards its 
MSE lending in select stressed pockets and limited its 

active customer Base
In Lakhs

Disbursement growth

Q1 FY 2019-20

2,959

Q2 FY 2019-20

3,606

22% (6%) (4%)

Q3 FY 2019-20

3,402

Q4 FY 2019-20

3,254

` Crores

7%
4%6%9%

11,049
11,783

12,864
13,617 14,153

Mar-19 Sep-19 Dec-19Jun-19 Mar-20

  MB-77

  MSE-7

  Housing-11

  FIG-4

Mar'20

`14,153  Crores

  MB-85

  MSE-5

  Housing-8

  FIG-2

Mar'19

total Book (%) 
`11,049 Crores

Others -0.3

Others -1.1

Only Asset Asset & Deposit Both Only Deposit

Mar’19 Sep’19 Dec’19Jun’19 Mar’20

18.6 17.4 
14.1 

 10.3 
7.3 

6.5  6.1  7.3 8.8 10.9 

36.2 33.4  24.7 29.2 
21.6

46.7 48.2 50.6 52.5 54.4

* Includes inactive and dormant customers
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exposure to NBFCs in its FIG lending business. With the 
nation wide lockdown imposed to contain the spread of 
COVID-19 in the last week of March 2020, the business 
volumes for the month of March were hugely affected.

Overall business traction was good during the financial 
year ended March 2020, closing at 28% y-o-y growth 
in AuM. The Bank witnessed significant y-o-y growth 
in Housing (84%) & MSE (66%) coupled with sustained 
growth in MicroBanking (17%). The FIG (Institutional) 
lending recorded remarkable y-o-y growth (144%), while 
the Personal Loan business incepted last year, gradually 
scaled up till Q3, when the Bank decided to reclassify the 
target customer segment, and aligned its credit policies, 
post a thorough portfolio quality review. The Bank also 
forayed into a new business segment – Vehicle Finance, 
starting with 2 wheeler loans for existing customers and 
staff, in select locations.

MicroBanking
MicroBanking today serves over 4.7 Million financially 
unserved and underserved households. We aim to multiply 
our customer base by 3-4 times by extending banking 
services to all members of a household. In this financial 
year, we have expanded our footprints in the semi-urban 
and rural parts of India, and diversified our product suite 
to cater to a wide range of customers. We continue to 
partner with the Parinaam Foundation to sensitise our 
customers towards financial discipline, educate them 
about the importance of savings, banking behaviour and 
responsible borrowing practices. We have covered over 
1 Lakh MicroBanking customers through Parinaam’s 
flagship Financial literacy programme ‘Diksha+‘.

In line with our motto of ‘Building Banking Behaviour’ 
among our microfinance customers and their families 
,we launched ‘Sampoorna Banking‘ and scaled up our 
individual lending by introducing segment specific 
products and simplifying lending processes. We also 
focused on re-engineering our business processes by 
driving initiatives such as Cash Less repayments, Digital 
pre-approved loans, Payment Solutions.

MicroBanking portfolio crossed `10,000 Crores mark, 
with a borrower base of 41+ Lakhs by the end of March 
2020. The business growth had moderated in the third 
and the fourth quarters of the financial year as the Bank 
had taken a cautious approach towards MFI lending in 
the select stressed pockets of Assam, Odisha, Tamil 
Nadu, West Bengal and Maharashtra. The portfolio 
quality stayed largely stable, with GNPA of 0.9%, in 
line with that of March 2019, due to close portfolio 
monitoring and continued collection efforts as well 
as the RBI dispensation on NPA recognition applied on 
the moratorium portfolio. Normal business momentum 
was maintained in the unaffected areas, focusing on 
individual lending and simplified processes to improve 
productivity. The deposit base stood at `807 Crores. 
80,000+ family members were covered through our 
Sampoorna Banking initiative.

Launch of ‘sampoorna Banking‘:
We introduced ‘Sampoorna Banking‘ across  450+ 
branches, largely focusing on product delivery through 
handheld devices, with minimal paperwork. Our key 
initiatives towards family banking were:

• Reskilling of our MicroBanking staff to offer a complete 
banking solution through a wide array of products such 
as saving accounts along with loans, term deposit at 
attractive rates, and micro-insurance schemes (for 
security of customer’s family)

• Introduction of Goal based savings products to enable 
saving for short term and long term family goals and  
offer a safer alternative to savings in informal sectors 
and shadow banking players. We mobilised deposits of 
`10 Crores within 3 months of their launch

• Positioning of Ujjivan Account as an ‘Emergency 
Account‘ with no penalties on complete balance  
withdrawal. 

• Doorstep banking: Centre meetings which were largely 
used for repayment collections have been converted 
in banking services meetings, offering customers the 
benefit of deposit and withdrawal facilities at their 
neighborhood. In the last 6 months of introducing 
this change, we have been able to garner deposits of 
over `90 Crores. 

• Customer Engagement Programs, covering over 
20 Lakhs customers through family events held at 
different branches, vernacular videos and story based 
IVR calls, promoted awareness on banking products 
and safe banking practices

Segment Specific Asset Products:
group Loans
Our group loans delivered through the JLG model saw 
an increase of 12% over last year’s portfolio. In line with 
our objective of providing segment specific products, we 
launched a new variant – the Top-Up loan (for short-term 
needs), that is disbursed within a day; and is among the 
fastest services in the industry.

individual Loans
Our special focus was on Individual loans that were 
primarily targeted at graduating our long term group loan 
customers with good repayment track record. Individual 
loans portfolio grew by 60% over the last financial year 
and reached 13.3% of the total MicroBanking portfolio 
against 9.4% in the last year. We have streamlined our 
documentation and backend processes for greater 
efficiency and significantly reduced our disbursement 
Turnaround Time (TAT). In the coming years, we are 
planning to introduce consumer durable loan, micro loan 
against property and analytics based models to graduate 
group loan customers.
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rural Banking
We expanded our footprints in the existing states of 
Karnataka, Tamil Nadu, West Bengal, Odisha and Gujarat 
and ventured into green field states of Rajasthan and 
Uttar Pradesh. Rural Banking loan portfolio stood at  
`589 Crores with a borrower base of 2.0 Lakhs, while 
deposits stood at `109 Crores as of March 2020.

The year marked the development of a new Agri Secured 
product – Kisan Pragati Card, an innovative and holistic 
offering to enable farmers to meet their credit demand  
covering an array of agriculture and allied needs. 
Agri group loans and Kisan Suvidha Loans, focusing 
on small and marginal farmers, have been scaled up 
during the year and extended to regular branches with 
rural catchment areas. We initiated Kisan Pragati Club, 
comprising 15-20 volunteer farmers across 35 branches, 
to promote customer engagement, disseminate the 
principles of development through credit, and inculcate 
better repayment ethics.

Rural banking plans to expand its product suite by 
incorporating a mix of secured retail and enterprise 
loans pertaining to agriculture. With the deployment of a 
hand-held device based Loan Originations System for its 
existing product suites, Rural banking plans to efficiently 
augment its deposit base and provide innovative value 
added services to its customers.

Business reengineering through digitisation:
Our digitisation initiatives have been led by Digi-buddies 
at branches. Our 358 Digibuddies have helped customers 
adapt to digital platforms, taking Mobile Banking app 
registrations to 2.2 Lakhs and UPI users count to 1.34 
lakhs. We have made consistent efforts to re-engineer 
our backend processes for greater efficiencies. We 
currently have 1.1 Lakhs customers repaying through 
cashless repayment modes, hinting a success in our 
business re-engineering efforts. We will step up this 
effort through our ‘Money Mitra‘ initiative, to offer 
banking services from neighborhood shops and pilot 
Cash Collection points.

Our initial experiment with digital pre-approved loans 
has been encouraging, and we plan to simplify the 
process with the help of our Analytics team, going 
forward.  We have developed digital payments system 
for our customers through UPI QR codes, enabling 
small shopkeepers to accept cashless payments from 
their customers through the QR Codes. We are also 
planning to launch a Voice, Video and Vernacular based 
easily navigable mobile banking app for microfinance 
customers to drive the digital usage.

Deposits growth

housing
It has been a good year for affordable housing business in 
terms of fresh business acquisition and overall portfolio 
growth. We were able to grow the book by 84% (y-o-y), 
disbursing `844 Crores of fresh Home loans during the 
year, with total number of customers crossing 19,000 
during the year. The portfolio quality largely stayed 
stable, with a slight increase of GNPA to 0.8% as on 
March 31, 2020 due to incremental defaults in North and 
East against 0.6% in March 2019. We have established 
ourselves as a serious player amongst the low-income 
group households aspiring to own their dream house. 
Approximately 65% of our customer base is salaried, 
buying their first house and availing benefits of PMAY 
CLSS scheme. We have facilitated 1700 customers to 
secure a subsidy under PMAY-CLSS since its inception.

During the nation wide lockdown, we have been using the 
downtime to focus on employee learning and development 

CASA TD

Mar-20Mar-19

807

427
474

141

568

333

key statistics: MicroBanking

Disbursement growth

OSP growth

FY 2019-20FY 2018-19

9,749

11,004

Mar-20Mar-19

9,353

17%

10,933

` Crores

13
%

42%
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to enhance productivity levels. Post lockdown, our first 
priority will be ensuring timely repayment from all our 
customers by strong focus on collections, while we aim 
at increasing our penetration in Tier I & Tier II markets 
where uSFB branches are already present. Region specific 
product offerings basis impact of COVID-19 are being  
designed to strengthen our approach of  rapid penetration 
into these markets, catering to the aspiring middle-class, 
comprising the semi-formal/informal income segments. 

In FY 2020-21, the business will embark on a digital 
journey for sourcing and servicing customers alongside 
forming alliances with online aggregators for better 
outreach. In addition to geographic expansion (mostly 
Tier III & Tier IV locations), regional policies will also be 
put in place with product enhancements to accommodate 
new property segments.

OSP growth

on March 31,  2020 against 2.3% in March 2019. We had 
taken a conscious call to slowdown the MSE in stressed 
pockets from Q3 onwards, and despite the challenges of 
portfolio stress and a calibrated approach to business, 
we managed a healthy 66% y-o-y growth in portfolio.

We also focused on enhancing the deposit relationship 
of these customers, garnering a deposit book of  
`27.5 Crores, with a significant CASA ratio. The focus will 
continue to be on extending holistic banking solutions 
to the MSE customers by driving synergy with branch 
banking team and enhancing the relationship value of 
the customers.   

The focus for FY 2019-20 has been on secured loans, 
with no incremental unsecured loans sourced from April 
2019. We also forayed into the formal MSME segment 
with the introduction of MSE Business Edge product 
with increased ticket sizes up to `2 Crores, targeted at 
formal MSME units. 

Investments in technology such as the Loan Origination 
System (LOS) mobility module, digital onboarding 
solution, and process re-engineering will continue to 
drive efficiency in distribution and credit underwriting 
processes. We are fully committed to delivering a superior 
customer experience with a full suite of financial products 
and services, catering to all segments of the MSE sector.

OSP growth

key statistics: housing Loan
` Crores

Disbursement growth

FY 2019-20FY 2018-19

590

844

43%

key statistics: Mse 
` Crores

Disbursement growth

FY 2019-20FY 2018-19

499

610

22
%

Mar'20Mar'19

830

1,524

84
%

Mar'20Mar'19

591

980

66
%Mse

The MSE sector continues to be an essential cog of the 
Indian economy, and in the post GST era, this sector is 
undergoing a transformation in the way it does business, 
leading to increased formalisation and digitalisation.  
In these evolving times, the MSE vertical provides 
business funding and growth capital to the MSE units to 
help them scale-up. The vertical maintained consistent 
growth to close at a loan book of `980 Crores on March 
31,  2020, with a borrower base of around 14,500. The 
portfolio quality witnessed some stress especially in the 
old unsecured portfolio, closing with a GNPA of 2.9% as 
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Personal Loan
During the FY 2019-20 the PL Business grew by six 
times, both in terms of disbursals and portfolio. Amount 
disbursed during the financial year was `83 Crores and 
the OSP as of March 2020 stood at `79 Crores.  A total 
of 4,777 loans was disbursed during the year, with an 
average ticket size of `1.7 Lakhs. We expanded our 
geographical footprint from 14 cities to 36 cities during 
the financial year. 

The business grew rapidly in the first two quarters of 
the year, till the Bank decided to temporarily suspend 
the business and undertake a thorough portfolio quality 
review in the wake of rising defaults in select customer 
segment in a few locations. The GNPA stood at 1.3% 
as on March 31, 2020. We reworked our customer 
segmentation and aligned our credit policies based on 
the observed portfolio quality trends and shall re-launch 
the business in FY 2020-21, with new product variants to 
serve our existing customer base and then progressively 
reach out to the New To Bank segment digitally – post 
the stabilisation of COVID-19 pandemic situation. During 
the downtime, we are revamping our processes to go 
completely digital by leveraging systems and processes 
akin to the Fintechs. Our focus will be on supporting the 
front-end sales team by acquiring leads through digital 
marketing.  Additionally, we will be diversifying our 
sourcing channel mix by building internal and external 
synergies and partnering with digital aggregators, 
which already have a good customer base, to deepen our 
customer reach and penetration. Personal Loan Business 
will also see new product variants such as completely 
digital short term-small ticket application based lending 
with a very quick TAT, enhancements for existing PL 
customers and cross sell products to serve other Existing 
to Bank customers in FY 2020-21.

institutional Lending
Financial Institutions Lending Group of the Bank manages 
lending to Microfinance Institutions and NBFCs catering 
to MSME, Housing, Vehicle Finance, Consumer Loans 
and similar sectors. The Bank has grown its Institutional 
Lending book in a controlled manner considering overall 
business environment and the recent NBFC crisis, and 
disbursed `543 Crores  during the year,  recording 126% 
growth y-o-y , and closed with a book of  ̀ 549 Crores (144% 
y-o-y growth). The book is spread across diverse sectors 
and 35 distinct clients. The Maximum permitted exposure 
per entity is restricted to `50 Crores and highest tenor of 
current book is 3 years. The Bank monitors its exposures 
on regular basis and has no overdue in any account.

vehicle Loan
Vehicle Finance is one of the newest business vertical 
of the bank. In FY 2019-20,  Vehicle Finance focused on 
readying policies, processes, products and systems along 
with launching business in certain pockets. We disbursed 
1,697 loans amounting to `12.1 Crores during the year. 
We are largely positioning ourselves for the two-wheeler 
and the three-wheeler segment. We have signed MOUs 
with electric vehicle manufacturers, and are getting a 
positive response from the manufacturers as well as the 
dealerships.  In the next financial year, we plan to scale up 
the vehicle finance business in a very calibrated manner, 
continuing our focus on the mass market, serving 
the livelihood needs of the segment rather than the 
aspirational needs.

Deposit growth
During FY 2019-20, our deposit book recorded 46% y-o-y 
growth mainly driven by Retail Deposit. CASA grew 
by 86% y-o-y, closing at 14% of the total deposit book 
as of March 31,  2020 against 11% in March 2019. The 
bank had initiated several engagement activities with 
active customers to drive active usage of the accounts  
and launched several target segment focused products 
and services to facilitate increased new account  
acquisitions.

retail deposits
Our Retail deposits recorded a significant growth during 
the year, closing at ̀ 4,724 Crores, constituting 44% of the 

key statistics: Personal Loan

key statistics: Personal Loan

` Crores

` Crores

Disbursement growth

FY 2019-20FY 2018-19

12

83

592%

OSP growth

Mar'20Mar'19

11

79

618%
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total deposit as of March 31, 2020. The Branch Banking 
and MicroBanking teams, ably supported by the MSE 
and Housing finance teams worked in tandem to drive 
growth in retail deposits. With our wide spread network 
of 575 banking outlets,  several  customer engagement 
initiatives to promote adoption of digital channels 
and drive usage of accounts, diversified products and 
services aligned to the targeted segments and the launch 
of ‘Sampoorna Banking‘ initiative, we have witnessed 
good traction in our retail deposit business. 

MicroBanking unit
The MicroBanking unit launched ‘Sampoorna Banking‘, 
an initiative targeted at leveraging its vast customer base 
of 47+ lakhs and their families to offer a holistic suite of 
products and services. To counter the volatile nature of 
the largely disbursement-driven deposits mobilised from 
the segment, and enable a more stable deposit base, 
Goal based savings products were launched. The offering 
encourages saving for the short-term and long-term 
family goals, and also offers a safer alternative to savings 
with the informal sectors and shadow banking players. 
We mobilised deposits of `10 Crores within three months 
of its launch. We also positioned Ujjivan Account as an 
‘Emergency Account‘, with no penalties on complete 
balance withdrawal. We have opened over 80,000 family 
accounts. We have witnessed higher average balances 
maintained in the family accounts than in the regular 
customer loan accounts.

The unit also initiated deposit and withdrawal facilities 
in the centre meetings, which were hitherto largely 
used for repayment collections, mobilising `90 Crores of 
deposits during the year. We piloted e-kiosks, offering 
banking services from neighborhood shops to present 
our customers a convenient alternative to branches 
in addition to digital platforms for their transaction 
needs. Our team of digi-buddies have helped customers 
adapt to digital platforms, taking Mobile Banking app 
registrations to 2.2 Lakhs and UPI users count to 1.34 
Lakhs. We are also planning to launch a Voice, Video and 
Vernacular based easily navigable mobile banking app 
for microfinance customers, to drive digital usage. We 
are working towards digitising our backend processes 
and piloted ‘Loan on Phone‘ for our repeat customers, 
a move that we believe will be instrumental in freeing 
up bandwidth of our field staff to source more deposits 
and nurture existing relationships. MicroBanking 
CASA constituted 59% of the total deposits garnered 
from the segment.

Branch Banking unit
The Branch Banking unit predominantly focused on 
driving CASA relationships from its target segments – 
Senior Citizens, Youth & Students, Salaried Individuals, 
Retailers, enterprises and TASC. The unit has identified 
women and start-ups as new areas of focus to further 
build its account base. The unit expanded its suite of 
offerings for the aspirational class of customers with 

launch of new products that saw significant traction. 
Privileged savings account, targeted at middle-income 
segment, comprising the salaried class, senior citizens 
and family members of self-employed individuals, with 
additional features such as airport lounge access, was 
launched during the year, generating `140 Crores of 
deposit. Business Edge Current Account, targeted at the 
retail trader community, with bundled POS terminals and 
cash management services significantly helped in growth 
of Current Account balances. In addition, we are working 
on on-boarding partners to provide value-added services 
such as Purchase Protection, Store Management and 
Expense Management.

The unit also piloted Digital Deposit and Savings product, 
primarily focused on catering to the youth segment. The 
products aim to deliver an end-to-end digital solution 
to our customers, offering a convenient, anyplace, 
anywhere, anytime banking relationship. 

The unit relentlessly focused on nurturing existing 
relationships, increasing customer engagements and 
driving active use of the accounts and encouraged the 
use of our multi-lingual, easy to use alternate channels 
comprising Mobile Banking, Internet Banking, Business 
Net Banking, Debit Cards, POS Terminals – along 
with UPI and QR Code services.  The acceptance and 
usage of digital services grew significantly, with 60% 
of our customers actively using the digital channels. 
Active Mobile banking users grew by 137% y-o-y to 
2.17 Lakhs users and UPI users grew by 218% y-o-y to 
1.72 Lakhs users. Business Net Banking recorded 1,296 
customers on board while QR for retailers crossed 6,000  
on-boarded customers. 

Deposits under the Branch Banking vertical registered 
a robust 82% y-o-y growth to close at `3,806 Crores, 
while the CASA of `777 Crores stood at 2.5 times that in 
March 2019. Average savings account balances increased 
from `5,700 in March 2019 to `10,767 in March 2020, 
confirming the effectiveness of our various customer 
engagement drives.

The unit collaborated with MSE, Housing, TASC and 
FIG verticals, leveraging the synergies and delivering a 
comprehensive range of products and services. 

Going forward, we shall focus on sourcing quality leads 
to facilitate transactional relationships, improve our 
product mix, to mobilise more CASA with higher MAB 
commitments, drive usage of digital channels and 
promote higher cross sell of products per customer. We 
are reviewing our Branch sales and customer onboarding 
processes for better customer on-boarding experience 
and customer service, greater customer connect and 
cross sell opportunities, thereby improving the liability 
relationship per customer. We shall also launch straight 
through acquisition of digital savings and term deposit 
accounts, and leverage digital marketing, generating 



14  |  ANNuAl RePORT 2019-20

leads to supplement the efforts of our front-end field 
staff, thereby freeing up bandwidth for better nurturing 
of customer relationships. Our unwavering focus will be 
on deepening our relationship with existing customers, 
offering them a complete range of products and services 
such as Housing loans, MSE loans, Personal and Vehicle 
loans, Insurance and other tailor-made banking solutions.

The Financial Institutions Deposits unit of the Bank 
mobilises Certificate of Deposits, Fixed Deposits, Current 
Accounts and Term Money from various Banks and 
Financial Institutions. The team of Relationship Managers 
is well spread across India and deals with various financial 
institutional clients comprising Commercial Banks, all 
types of Co-operative Banks, Mutual Funds, Insurance 
Companies, NBFCs, Micro Finance entities, Capital & 
Commodity Market Intermediaries and other Financial 
Institutions. The team closely works with the Branch 
Banking team to on-board and serve Financial Institution 
clients even in remote locations. The unit sourced 97 
new relationships during the year. Besides mobilising 
deposits, the unit also manages Inter-bank limits and 
Lines of Credit from various banks and raises funds from 
alternate sources such as Term loan, IBPC, Refinance 
facilities to ensure stable liquidity for the Bank.

During FY 2019-20, the unit started sourcing significant 
Current Account relationships and balances from 
Financial Institutions, in addition to mobilising deposits 
and term money. The Bank was successfully empaneled 
with the National Stock Exchange (NSE) and the Bombay 
Stock Exchange (BSE), to accept margin Fixed Deposit 
Receipts (FDRs), and has been showing traction in 
collateral business, which we plan to further enhance in 
the coming year.

In FY 2020-21, the group intends to further augment its 
deposit base and enhance its Current Account business 
by offering various transaction banking services 
and innovative products. The team will continue to 
collaborate with Branch Banking team to leverage the 
large network of co-operative banks and regional rural 
banks operating in the towns and cities of 24 states and 
Union Territories, where our network is present. The 
team will continue to enhance relationships with various 
Banks and Mutual Funds to avail higher limits of funding.

The TASC (Trust, Association, Societies and Co-operatives) 
business unit of the Bank focuses on mobilising deposits 
from institutional customers, especially the non-profit, 
government, educational institutions and corporate 
segments. A team of specialised relationship managers 
and our expanded branch network help source new 
relationships and develop relationship with our existing 
customers. During the year, the unit initiated offering 
comprehensive CASA solutions to suit customers’ 
requirements and garnered CASA of `114 Crores. We 
also initiated (Public Fund Management System) PFMS 
proposition for our customers. In FY 2020-21 we shall ramp 
up CASA mobilisation from the  institutional segment and 
deepen our presence in various government businesses.

CASA TD

Mar-20Mar-19

4,724

781

1,292

1,955

2,736

3,432

Staff MicroBanking Branch Banking

Mar-20Mar-19

4,724

76 111
568

2,091

2,736

key statistics: retail deposits
` Crores

retail deposit by Product

retail deposit by segment

3,806

807

institutional deposit
Our Institutional deposit business continued to grow 
during the year, ably complementing the growth in the 
retail deposits and fulfilling the liquidity requirements 
of the Bank. A key focus area this year was diversifying 
the customer segments, foraying into the government 
segment and building CASA relationships, in 
addition to deepening our existing relationships with 
institutional customers. 
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insurance
We offer our borrowers, co-borrowers and their spouses, 
the option of enrolling under group insurance scheme 
run by our insurance partners. Our insurance offerings 
are targeted at providing financial support to the 
family of the customer and eliminating the burden of 
repayment of outstanding loan in case of the unfortunate 
event of the loan-bearer’s death. There is a huge unmet 
need for insurance products among our customers. We 
have entered into corporate agency arrangement with 
Bajaj Allianz Life Insurance Co Ltd, HDFC Life Insurance 
Co Ltd and Aditya Birla Sun Life Insurance Co Ltd to 
provide life insurance solutions to our customers. Similar 
arrangements have been made with Bajaj Allianz General 
Insurance Co Ltd and ICICI Lombard General Insurance 
Co. Ltd. for general insurance and HDFC ERGO Health 
Insurance Co. Ltd. for health insurance respectively. 
During the year, we have launched various insurance 
solutions including Hospital Daily Cash, Asset Insurance 
and the Pradhan Mantri Fasal Bima Yojana, to strengthen 
our product offering. As part of our Financial Inclusion 
initiative, we have launched the Atal Pension Yojana. In 
the coming financial year, we will introduce additional 
tailor-made solutions for our customers.

Financial and operational Performance
The financial year ended March 31, 2020, saw the 
Bank continuing its track of growth, expansion and 
profitability. The Bank closed the financial year on a 
good note, delivering healthy performance in asset and 
retail deposit businesses, maintaining a stable portfolio 
quality, resulting in bottom line numbers in line with 
expectations.  Our post-tax profits stood at `350 Crores, 
as against `199 Crores in the previous year.

Overall, the total income grew by 49% over the last 
financial year on the back of a strong loan book growth 
of 28%. Interest income on advances amounted to 
`2,557 Crores (including securitisation income of `5.5 
Crores), constituting 85% of our total revenue. Income 
on Statutory and other investments amounted to `146 
Crores, growing by 53% during the year, on account 

of the higher deposit base, and constituted 5% of 
the total income.

Fee and other income comprising processing fee, profit 
on sale of Priority Sector lending Certificates (PSlC), 
commission income on distribution of third party 
products, and interest or gain on investments and other 
miscellaneous income grew by 56% over the last financial 
year, and constituted 11% of the total income against 
10% in the previous year. We earned `45 Crores from 
sale of PSlC during the financial year against `28 Crores 
in the previous year. Income from processing fee stood 
at `167 Crores against `112 Crores in the previous year. 
Commission income on distribution of thirdparty products 
grew to `20 Crores against `14 Crores in the previous 
financial year, on account of increasing focus on cross-
sell across businesses and activation of the distribution 
channel across the larger network. Miscellaneous income 
comprising annual card maintenance fee income, income 
from banking operations, foreclosure and late payment 
charges and profit on sale of investments amounted to 
`58 Crores, constituting 18% of fee and other income, 
and 2% of total income.  Card maintenance fee grew 
to `16 Crores against `1 Crore in the previous year, 
especially on account of better balance maintenance in 
the accounts. Income from banking operations grew to 
`27 Crores, against `13 Crores in the previous financial 
year, on account of increased digital transactions 
reflecting greater usage of the accounts. Recoveries 
from past write offs amounted to `31 Crores against `21 
Crores in the previous financial year.

Our asset yields largely stayed stable despite the scale-
up of our low yield secured businesses, which formed 
22% of our total portfolio as on March 31, 2020 against 
14% in March 2019. On the borrowings side, the scale-up 
of our retail deposit franchise, growth of CASA coupled 
with the diversified sources of funding and the hugely 
successful IPO in Q3, helped reduce dependence on high 
cost refinance, reducing cost of funds to 8.2% from 8.5% 
in the previous year.  The Bank almost entirely retired its 
high cost legacy borrowings during the year, which stood 
at sub 1% at the end of March 2020, against 3% as on 
March 31, 2019. 

Finance cost increased by 48% due to increase in funding 
requirement to support a growing asset book.

Our NIM stood at 10.8% against 10.9% in the previous 
year, dipping slightly on account of high liquidity buffer 
maintained around the year end, in the wake of the 
unforeseen contingencies  of the COVID-19 pandemic.

Our operating costs increased by 31% on account of 101 
additional outlets rolled out during the year and increase 
in manpower to support the growing businesses and 
power the new outlets. Personnel costs registered a 
39% increase over the previous financial year, especially 
on account of increased manpower from 14,752 staff to 
17,841 in March 2020. The rollout of additional banking 
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outlets, coupled with the scale-up and launch of new 
businesses such as Personal Loans and Vehicle Loans, 
necessitated the increased hiring. Personnel costs also 
included impact of ESPS and ESOP amounting to `29 
Crores. Other operating costs comprising occupancy, 
technology and connectivity, traveling and conveyance, 
cash handling and management, marketing, direct 
business related and other expenses increased by 
23% over the previous year. Approximately 39% of the 
increase in other Operating expenditure is on account of 
the increased occupancy charges for additional branches 
rolled out during the year.

Our Cost to Income ratio dipped significantly to 67.4% 
from 76.5% in FY 2018-19  due to economies of scale 
kicking in as we scale up our businesses and take a 
calibrated approach towards further expansion of 
infrastructure. Our continued efforts at containing 
our costs through various initiatives such as contract 
renegotiation, digitisation of backend processes 
(Robotic Process Automation, implementation of 
recruitment management system and promotion of in 
house e-learning platforms were instrumental behind 
the large improvement in cost to income ratio. Also, 
listing expenses on account of the IPO, amounting to  
`43 Crores was routed through the share 
premium account.

Our Credit expenses for the year increased to ̀ 171 Crores 
against ̀ 41 Crores in the previous year. The Bank made an 
incremental provision of `66 Crores on standard assets 
and `105 Crores on NPA, including `64 Crores of write 
offs. The Bank has maintained a conservative provisioning 
norm, in excess to that mandated by RBI, and made 
incremental prudential provisions to ensure a higher PCR 
and coverage of gross advances. Provisioning coverage 
stood at 1.6% on the gross advances as on March 31, 2020 
against 1.2% in March 2019. Total cumulative provision 
on portfolio stood at `230 Crores as on March 31, 2020, 
consisting of provision of `120 Crores on standard assets 
and `110 Crores on NPA. The provision comprised `160 
Crores of policy specific provisions and `70 Crores of 
additional general provision in view of the potential 
impact of COVID-19. Of the total provision of `70 Crores 
for COVID-19, `49 Crores is in respect of accounts in 
default but standard. The Provision Coverage Ratio (PCR) 
for the Bank stood at 80% at the end of the year, while 
Net NPA (NNPA) stood at 0.20% against 72% and 0.26%,  
respectively in March 2019.

The Bank’s Return on Asset (RoA) stood at 2.2% against 
1.7% in the previous year, and Return on Equity (RoE)  at 
13.9% against 11.5% for FY 2018-19. 

income statement

Particulars FY 2019-20 FY 2018-19 y-o-y Growth

Interest Earned 2,704 1,832 48%
Other Income 322 206 56%
total income 3,026 2,038 49%
Interest Expended 1,070 725 (48)%
Personnel Cost 745 537 (39)%
Other Operating Cost 574 466 (23)%
total cost 2,389 1,729 (38)%
Profit Before Provision 637 309 106%
Credit Cost 171 41 (321)%
Profit/(loss) Before Tax 466 268 74%
Net Tax 116 69 (68)%
Profit After Tax 350 199 76%

Particulars FY 2019-20 FY 2018-19

Fee Income to Total Revenue 10.6% 10.1%
Yield 20.0% 20.0%
Cost of Funds 8.2% 8.5%
NIM 10.8% 10.9%
ROA 2.2% 1.7%
ROE 13.9% 11.5%
Cost to Income 67.4% 76.5%
CRAR 28.8% 18.9%
Net Profit Margin 11.6% 9.8%

As on March 31, 2020, our balance sheet size stood at 
`18,411 Crores, an increase of 34% over `13,742 Crores at 
the end of March 31, 2019. The Bank’s networth increased 
from `1,820 Crores as on March 31, 2019 to `3,188 Crores 
as on March 31, 2020 on account of the hugely successful 
equity infusion of `1045 Crores (including the amount 
raised in Employee Stock Purchase Scheme) through IPO 
in Q3 FY 2019-20. The issue was oversubscribed by 170 
times, and listed at 59% premium to issue price. Share 
premium stood at `722 Crores, net of listing expenses of 
`43 Crores. Capital to Risk Weighted Asset Ratio (CRAR) 
improved to 29% as of March 2020, from 19% as of March 
2019, due to improved profitability and equity infusion.

Our gross loan book closed at `14,153 Crores, registering 
a 28% growth over the preceding year, while our deposit 
base closed at ̀ 10,780 Crores, growing  46% y-o-y , largely 
driven by a healthy growth in retail deposits, which grew 
from 37% of total deposits in March 2019 to 44% at the 
end of March 2020, with good traction in CASA. The 
Bank’s CASA balances (as a % of total deposits) increased 
from 11% to 14% in the financial year.

Our balance sheet stayed well-funded with deposits 
covering 76% of our gross advances. The growth of 
granular retail deposits and a comfortable ALM position 
also helped us maintain sufficient liquidity. Our lCR 
stood at 254% as of March-20 and stayed at comfortable 
levels throughout the year. We are maintaining a liquidity 
buffer for unforeseen contingencies of the COVID-19 
pandemic in the coming months. We are deploying 
the surplus in high yield short term assets rather than 
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lending in reverse repos to counter the cost of negative 
carry of surplus funds. We have a healthy pipeline of 
refinance, interbank and other source of funding. Our 
deposits are stable with no significant withdrawals so far. 
The measures announced under the Regulatory Package, 
such as enhanced MSF and reduction in CRR, are also 
helping the Bank maintain sufficient liquidity.

connecting customers and digital initiatives
As the Bank embarks on its fourth year of operations, 
customer connect and their digital journey stands at the 
core of our focus areas. The Digital Banking and Channel 
functions are at the forefront of constant evolution, to 
provide the customer, the bank and all its stakeholders 
with segment-leading, technology-backed services. 

The Bank is now live with an end-to-end digital account 
opening solution for all customers. We have successfully 
piloted the same with over 15,000+ customers in a very 
short duration, and expect more customers to join in 
the coming times. The introduction of four additional 
languages viz. Marathi, Gujarati, Odiya and Punjabi in the 
mobile banking app, has been well-received by customers 
and has led to increased usage of the platform.

Further, the introduction of biometric authentication 
through finger-print login in mobile banking App has 
simplified access to our services, leading to saving of 
valuable time and effort of our customers.

A dedicated team for Robotic Process Automation 
(RPA) has been created for a focused approach towards 
exploring areas where technology can help in reducing 
TAT, resource consumption etc. Reconciliation is 
one of the activities that is currently enjoying the 
benefits of the RPA.

We implemented Open Banking, an API gateway that 
provides our partners with an opportunity to collaborate 
with us in the API architecture. This empowers our 
customers to meet all their business requirements on a 
single platform and develop new business opportunities 
by integration. Through this platform we will enable 
corporates, fin-techs, startups, manufacturing enterprises, 
tech firms or any of our other partners to automate, 
streamline and develop new products and business cases, 
using our services in an integrated manner. 

The Bank has been successful in setting up an Innovation 
Centre, to explore potential tie-ups  with new age 
Fintechs or technology companies. All these companies 
undergo an evaluation through a POC (Proof of Concept). 
On successful completion of the POC and necessary 
clearances, the solutions will be adopted by the bank. 
With this, we expect the Bank to emerge as a leading 
partner for Fintech companies, thereby ensuring steady 
growth for both.

channels   
The customer has a series of access options, which 
makes banking with us convenient and hassle free. 
Doorstep Banking and the brick and mortar branches are 
supplemented by convenient alternative channels that 
provide 24x7 access to full services of the bank, through 
cash automated networks, Digital Full Service Banking 
and Phone Banking. 

electronic Banking: The Ujjivan Classic & Platinum 
debit card offers customers secured payments and 
unmatched Cash-in/Cash-out facilities for convenience 
and accessibility. Over 5 Million cards have been issued, 
enabling  customers to securely access over 2 Lakhs ATMS, 
shop at 30 Lakhs plus POS enabled commercial shops and 
transact online 24x7. Ujjivan RuPay Platinum Debit cards 
come with additional benefits such as the Airport lounge 
access, cashbacks and attractive discounts.

The Bank’s network of 423 ATMS and  52 customised 
Cash recyclers allowing cash deposits  offer exceptional 
convenience and service with industry leading uptimes  
of ~98%+.

Phone Banking: The team works round the clock, 365 
days a year, to provide assisted banking services to 
customers in 14 languages, maintaining exceptional 
service standards and a wait-time of about 17 seconds on 
average, before the call is connected to a Phone Banking 
officer. This unit is a significant channel for the bank, 
transitioning from a service centre to a transaction and 
sales centre. To continually improve service standards, 
while empowering customers, we plan to enhance 
our Interactive Voice Response, to offer basic banking 
services such as Balance Enquiry, cheque book request, 
statement request and blocking of lost card. 

Personal & Business net Banking and Mobile Banking: 
Our digital ecosystem works effectively, delivering 
uninterrupted 24x7 access across internet and mobile 
banking platforms. Digital transactions have increased 
by three times in FY 2019-20, while the share of digital 
transactions to the total transactions is at 25%, compared 
to 8% in FY 18-19. Business net banking empowers small 
and medium enterprises to manage funds optimally and 
save time spent visiting bank branches. We are planning 
to launch a Voice-, Video- and Vernacular-based, easily 
navigable mobile banking app for microfinance customers 
to drive digital usage. We also piloted digital savings 
and deposit products, facilitating instant activation and 
access to banking facilities at fingertips. 15,000+ new 
customers were acquired in the pilot.

The deployment of alternative channels has been central 
to the eventual move from person-to-person services 
to providing technology assisted offerings for our 
expansive product range. Contactless delivery of banking 
services has become the need of the hour, in line with the 
social distancing norms imposed post outbreak of the 
COVID-19 pandemic.
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internaL controL systeMs and adeQuacy

risk Management
The Bank has a strong risk management framework in 
place to identify, mitigate and monitor material risks 
across all its functions. Directed by the Risk Management 
Committee of the Board (RMCB), the Bank has an 
adequately staffed risk management team led by its Chief 
Risk Officer (CRO), to implement the directions of the 
Board. The team is mainly placed in the Bank’s corporate 
office, and also has a presence in each of the regional 
offices, primarily to aid in cascading the operational 
risk framework at a granular level. The key risks that 
the Bank is exposed to in the course of its business are 
Credit Risk, Market Risk, Liquidity Risk, Operational Risk 
and Information security. The hallmark of the Bank’s 
Risk Management function is its independence from 
business sourcing units with the convergence only at 
the Board level.

credit risk
Credit Risk is defined as the possibility of losses associated 
with diminution in the credit quality of borrowers or 
counterparties. Losses stem from outright default 
or reduction in portfolio value. Through continuous 
monitoring and enhancement, the Bank has established 
a distinct risk architecture, policies and procedures for 
managing its credit risk. Predominantly a retail bank, 
with exposure in Microfinance, MSe loans, Housing 
loans, Personal loans and Vehicle loans, the key focus 
of the Bank is on retail lending, given the granularity 
of individual exposures, and is managed largely on a 
portfolio basis across various products and customer 
segments. There are robust front-end and back-end 
systems in place to ensure credit quality and minimise 
loss from defaults. The Bank has also been selective in 
building its institutional lending portfolio to establish 
meaningful relationships with financial institutions. 

The factors considered while sanctioning retail loans 
include income, demographics and repayment track 
records of the borrower and tenor of the loan. Credit 
risk is managed by capping exposures on the basis of 
borrower group and ticket size amongst others. This 
is backed by portfolio diversification, stringent credit 
approval processes and periodic post-disbursement 
monitoring and remedial measures.

The Credit Risk Management Committee (CRMC) of the 
Bank meets at monthly intervals to review the credit 
portfolio, including review of performance of all loans 
approved within a defined deviation matrix, or issues 
relating to loan documentation. During the year under 
review, the credit risk team was engaged in developing 
risk scorecards and Early Warning Systems (EWS), 
enhancements to documentation and loan appraisal 
standards, collateral management and credit spread 
computation. The team was also engaged in assessing 
Expected Credit Loss (ECL) on credit portfolio as required 
under Ind AS 109 principles. While application of Ind AS 
in banks has been deferred, the Bank nonetheless was 
required to compute ECL as its books are consolidated 

with that of its holding Company, Ujjivan Financial 
Services Limited, an NBFC and this necessitating 
application of Ind AS standards.

The Bank has a conservative and prudent policy for 
specific provisions on NPAs. Our provision for NPAs 
is higher than the minimum regulatory requirements, 
while adhering to regulatory norms for the provision of 
Standard Assets.

Market risk and Liquidity risk
Market Risk arises largely from the Bank’s statutory 
reserve management and trading activity in the interest 
rate market. During the year, the Bank had commenced 
trading in Government of India securities, (G-Sec) in 
a calibrated manner through its HFT portfolio. G-Sec 
trading activity was mainly undertaken on an intraday 
basis, though towards the end of the last quarter, the 
Bank had started keeping open positions on an overnight 
basis. Trading profit booked during the year was small, 
but the Bank is poised to build on the experience and 
step up its trading book in the next financial year. The 
risks are managed through real time monitoring by 
the Bank’s Treasury Mid Office, which works within a 
well-defined limit Management Framework that caps 
risk in various securities through limits/triggers. The 
risk measures include sensitivity limits, namely, PV01, 
Modified Duration of HFT/HTM Portfolio, Value-at-Risk 
(VaR) Limit, Stop Loss Trigger Level (SLTL), monitored on 
end-of-day basis.

Liquidity Risk is the risk when a bank may not be able to 
meet its short-term financial obligations due to an asset–
liability mismatch or interest rate fluctuations. The Bank 
managed its liquidity requirement and the associated 
risks efficiently during the year. As a part of this process, 
the Bank has established various limits to mitigate both 
liquidity and interest risks. While the maturity gap and 
stock ratio limits help manage liquidity risk, the Net 
Interest Income (NII) and Market Value on Equity (MVE) 
impacts help mitigate interest rate risk. The Bank had 
also maintained a comfortable Liquidity Coverage Ratio 
(LCR), well above the regulatory limits during the year. 
As a prudent risk management practice, the Bank has 
been also been monitoring the Net Stable Funding Ratio 
(NSFR), and is thus adequately prepared to meet the 
RBI mandated requirements. The Asset Liability and 
Market Risk Committee (ALCO) of the Bank, meets on a 
monthly basis or at more frequent intervals to evaluate 
the liquidity situation. Amongst the multiple, impactful 
measures introduced during the year, was the monitoring 
of deposit concentration and the resultant stress, if any. 
There was a concerted effort made during the year to 
diversify the liability profile of the Bank, with reliance on 
CDs as a funding source, progressively reducing from 9% 
of overall borrowings and deposits in March 2019 to 6% 
in March 2020. and replacing it with institutional deposits 
and refinance from financial institutions. The AlM 
situation of the Bank remained healthy through the year, 
and was tested for efficacy in simulated stress situations. 
The Bank had also enhanced and tested its Contingency 
Funding Plan (CFP). 
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icaaP
The Bank has a structured management framework in the 
Internal Capital Adequacy Assessment Process (ICAAP) 
to identify, assess and manage all risks that may have a 
material adverse impact on its business / financial position 
/ capital adequacy. The ICAAP framework is guided by 
the Bank’s Board approved ICAAP Policy. Additionally, 
the Board approved Stress Testing Policy and Framework 
entails the use of various techniques to assess potential 
vulnerability to extreme, but plausible, stressed business 
conditions. Changes in the Bank’s risk levels and in the 
on/off balance sheet positions are assessed under such 
assumed scenarios using sensitivity factors related to 
their impact on profitability and capital adequacy. The 
Bank submitted its second ICAAP document including 
an evaluation of adequacy of capital considering Pillar 
I risks, Pillar II risks and Stress Capital requirements 
during the year.  

operational risk
The Bank has in place a Board approved Operational Risk 
Management policy to mitigate and manage Operational 
Risk. The Operational Risk management process is a 
top-down approach and is driven by strong and sound 
operating procedures and internal control culture, with 
well-defined reporting and contingency planning. The 
Bank is continuously striving to enhance its processes. 
Manuals, an important spin off to the various operational 
risk policies, were documented for key activities such 
as Risk and Control Self-Assessment (RCSA), Key Risk 
Indicators (KRI) and Loss Data Management. 

For effective management of Operational Risk, the 
Bank has constituted an Operational Risk Management 
Committee (ORMC) chaired by the MD & CEO.  The 
committee, convened by the CRO, meets every quarter 
to provide an oversight on key operational risk issues, the 
summary of which is presented to the RMCB. Following 
are some of the key techniques applied to manage 
operational risk within the Bank. It involves both a 
qualitative and quantitative approach. 

• Product and Process reviews

• User Acceptance Testing (UAT)

• Risk Control and Self-Assessment (RCSA)

• Key Risk Indicators (KRI)

• Loss Data Management 

• Thematic reviews

• Operational Risk Scorecards (at branch level)

• User Access reviews

• Outsourcing risk reviews

• Internal Financial Control (IFC) testing

• Business Continuity Planning (BCP)

information security
The Bank operates in a highly dynamic threat environment 
and has thus taken a plethora of measures to ensure 

the safety of customer transactions. The Bank has 
implemented state of the art security technologies in its 
infrastructure and monitors the potential threats round 
the clock. A comprehensive strategy encompassing 
people, process and technology is constantly reviewed in 
the light of emerging threats, the security requirements 
of the business and best practices. A 24x7 Cyber 
Security Operations Centre has been established that 
identifies potential incidents and takes the requisite 
action to respond, recover and learn from the incidents. 
The Bank has adopted an approach of continuous 
improvement when it comes to security. In the field of 
emerging technologies, the Bank has embraced Artificial 
Intelligence, Machine Learning, Data Lake and User 
Behaviour Analysis for its Security Operations Centre. 

The Bank regularly participates in Cyber Drills conducted 
by the Institute of Development and Research on 
Banking Technology (IDRBT), and conducts periodic 
Disaster Recovery drills for its technology infrastructure 
to ensure the availability of critical services in the event 
of a disaster. In order to keep abreast of the security best 
practices, the Bank participates in meetings conducted 
by CISO Forum and Data Security Council of India. 

A well-documented Board approved Information 
Security Policy is put in place. The Bank has a robust 
Business Continuity and Disaster Recovery plan that 
is periodically tested to ensure preparedness for any 
operational contingencies.

Legal
The Legal Department has rapidly grown since its 
inception during the transition from NBFC-MFI into 
Small Finance Bank and is now a blend of young and 
experienced professionals, with expertise in various 
fields, placed at the Corporate Office as well as the 
Regional Offices of the Bank. The department renders 
its services in the important areas of Legal Advisory & 
Documentation, Contract Management, Employment 
law Related Matters, Corporate Affairs, litigation 
Management & Recovery Assistance. On the Liabilities 
side, the department advises on standard processes 
and legal requirements for opening of CASA Accounts 
for Trusts, Associations, Societies and Clubs on a case 
to case basis within prompt timelines. Further, with the 
Bank venturing into lending to financial institutions, the 
Legal department also provided end to end assistance 
in finalisation and execution of agreements and other 
financing documents for high value loans.

The Legal Department and Collections Department 
operate as a cohesive unit to achieve substantial recovery 
through legal tools such as issuance of Legal Demand 
Notices, S. 138 Notices, filing recovery suits, conducting 
Lok Adalats, initiating action under SARFAESI Act etc. The 
Legal Department of the Bank has also conceptualised an 
innovative tool for recovery – ‘SAMADHAN‘ which invites 
customers to amicably settle their dues before the Bank 
initiates legal action. The Legal Department has also, 
since inception, supported the Marketing department 
in building the brand ‘Ujjivan‘ by securing intellectual 
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property rights for the same. The Legal Department is 
also committed to securing registrations of any logos/
taglines/Product names that are innovated by the 
Marketing Department. Around 45 trademarks have 
been registered in the past two years.

With rapid digitalisation of the Banking Industry, the 
Legal Department has aligned itself to the need for 
Ujjivan Small Finance Bank Limited to stay ahead of the 
competition by leveraging technology. Ensuring a balance 
between ease of business and complying with legal/
regulatory guidelines, the Legal Department provides 
comprehensive legal advice for new digital products/
processes. The Department was adjudged the Winner of 
the IDEX Legal Awards, 2019 in the Category of ‘Best In-
House Legal Department – Medium Large‘.

The Bank is bracing itself for transition and adding 
several new business lines in the coming years and the 
Legal Department is committed to providing prompt, 
comprehensive and practical legal support.

compliance
The Bank is fully committed to the Financial Inclusion 
mission of the Reserve Bank of India (RBI). The Bank has 
complied positively with the regulatory requirements of 
lending 75% of its Adjusted Net Bank Credit (ANBC) to 
priority sectors, having loans and advances of up to `25 
Lakhs and operating at least 25% of its total branches 
in Unbanked Rural Centres (URCs). The Bank has also 
complied with the listing requirements within three years 
from the date of commencement of operations.

The independent Compliance function of the bank 
was further strengthened during the year, with the 
establishment of regional compliance structure across 
4 regions. The central and the regional Compliance units 
are committed to building a strong compliance culture in 
the bank. The compliance risk register, which serves as 
a repository of regulations mapped across the various 
granularities of the Bank, has been implemented and 
has helped put in place relevant internal policies, besides 
identifying and reducing risk through periodic testing. 
The Compliance team also seeks regular feedback on 
compliance matters from the business and operation 
teams through self-certifications and monitoring. The 
department further provides advisory services; performs 
assessment of compliance to KYC-AML regulations, 
performs transaction monitoring activities through 
AML alert handling mechanism, and assesses the 
control environment.

The Bank had undergone an Inspection by the RBI under 
the Annual Financial Inspection (AFI) model during 
Q4  FY 2018-19. As on March 31, 2020, RBI has accepted 
the Bank’s compliance with 100% of the observations 
under Monitorable Action Plan (MAP) and 92% of the 
observations under Annual Financial Inspection (AFI). 
The Bank is committed to addressing the remaining 
points in a time bound manner and ensuring compliance. 
Further, the Bank is compliant with the framework for 

timely submission of data in line with the Risk Based 
Supervision (RBS) as mandated by RBI.

internal audit
The Internal Audit process of the Bank complements the 
Risk management function as the third line of defense. 
Traditionally, the focus was on audit of branch processes, 
with each microfinance branch as a separate audit. 
However, with its transformation into a Bank, there are 
newer audit processes that have been introduced with 
Risk Based Internal Audit having commenced. The Bank 
has built a strong team for various audit verticals at HO 
and ROs, IAD functions with the objective to provide 
assurance to management and board about the adequacy 
and effectiveness of Governance, Risk Management 
and Controls.  

The Internal Audit Department of Bank has five audit 
verticals covering all Branches, Central Functions, IS 
Audit, Credit Audit and Concurrent Audit of Branches. 
The annual audit plan encompassing all the audit areas 
is prepared on Risk Based Approach and submitted 
to Audit Committee of Board (ACB) for approval. The 
ACB assesses the adequacy and effectiveness of the 
internal audit function, including the structure of the 
internal audit department, progress of annual audit plan, 
staffing etc., and ensures effective and independent 
review procedures.

vigilance
During the year under review, we initiated the base work 
for implementation of the enterprise-wide Fraud Risk 
Management System {e-FRMS}, targeted at securing the 
transactions of the customers, monitoring any unusual 
activities and overall enhancement of the security with 
a view to mitigating transaction-related frauds. The 
year has also seen a lot of focus on the physical security 
aspect of the branches post installation of Remote 
Monitoring System {RMS}, coupled with two-way audio 
and continuous support extended by vigilance to ensure 
overall stability. Preventive controls were focused on, 
to minimise cash losses and frauds, by upgrading the 
security systems, creating awareness among the staff 
and conducting regular checks across branches. Risk 
containment unit has endeavoured to expand its activities 
into newer products, upgraded the systems in line with 
various businesses and helped avoid disbursement to 
fraudulent customers. Focus on AML and customer 
complaint cases (ATM and Debit card issues), resulted in 
faster resolution of customers’ complaints.

During the year under review, cash loss cases due to 
robbery predominantly occurred in two regions viz., 
East and North. However, the number of instances, as 
compared to the previous year, has reduced as a result of 
certain preventive measures put in place, such as opening 
more accounts in other Banks with a view to immediately 
depositing the cash collected at the field in such accounts.

We are preparing to better face the fraud risk that may 
arise from new business verticals such as vehicle loans 
and digital deposit accounts, in addition to the older 
products such as housing loans and micro and small 



STATUTORY REPORTS

   21

enterprise loans. The EFRM system will also further 
strengthen the anti-fraud environment and security. 
Striking a perfect balance between customer satisfaction 
and customer security will be one of the important 
agendas for Vigilance.

credit
The year in perspective was characterised by weak macro-
economic environment coupled with strong micro-
economic trends. Individual loan demand continued to 
be strong for most of the year against the background 
of various crises, culminating in the COVID-19 situation 
after Feb 2020. 

The bank’s credit growth and credit quality are 
summarised in the following (%)

The Bank continued to invest in credit underwriting and 
recovery management technologies to help source good 
quality borrowers and closely monitor the repayments. 
This won attention from different quarters including 
sharing of best-practices at international fora. 

The Bank continued to maintain robust credit quality 
with Gross NPA (GNPA) at 0.97% as compared to 0.92% 
in March 2019. Incremental prudential provisions have 
been made, taking the provisioning coverage to 1.6% on 
the gross advances. Cumulative Provisions as of March 
31, 2020 stood at `230 Crores, consisting of `160 Crores 
of policy specific provisions and `70 Crores additional 
general provisions. The Provision Coverage Ratio (PCR) 
for the Bank stood at 80%at the end of the year and Net 
NPA (NNPA) at 0.20% against 72% and 0.26% in March 
2019 respectively.

MicroBanking & rural Banking
The portfolio quality of Micro and Rural banking  
customers was robust, with a cumulative repayment 
rate of 99% as of March 2020. The pro-active Credit Risk 
Management practices have ensured stable business 
growth along with a very healthy GNPA of 0.88% as on 
March 31, 2020 as against 0.86% the preceding year 
despite the volatile lending environment encountered 
from time to time, in different pockets across the 
country. Net NPA stood at 0.10%. The Individual Lending 
Business, which saw a growth of 60%, was complemented 
by a Repayment Rate of 99.1% and GNPA of 0.65% as on 
March 31, 2020, as against a Repayment Rate  of 98% and 
GNPA of 1.52% the preceding year. The Rural loan book 
grew by 218% during the year and posted a GNPA of 
0.32%, against 0.01% the preceding year.

In addition to effective credit cost management, the 
Bank also recovered past written off dues to the tune 
of `31 Crores including recoveries of 17% of write-offs 
during the preceding year. 

FY 2019-20 has been a challenging year since we 
witnessed multiple natural calamities in various pockets 
of the country. Parts of Orissa, Maharashtra, Karnataka, 
Assam, Madhya Pradesh, Bihar, and Kerala were severely 
impacted due to cyclone and heavy rains during Q2, in 
the wake of which the Bank extended relief support to 
customers by providing essential items and moratorium 
and emergency credit in accordance with the applicable 
SLBC guidelines. The repayment behaviour of a large 
majority had returned to normalcy post the repayment 
holiday period, thereby ensuring a stable portfolio quality.

Further, the microfinance industry also experienced 
crisis in Assam and coastal Karnataka due to the 
perpetual issue of over-indebtedness of customers 
attracting political intervention. The Bank's exposure to 
Assam is 3.4% of its total portfolio, and its exposure is 
almost nil in coastal Karnataka. Earlier during the year, 
Assam was also impacted due to floods. Moreover, an 
intense opposition to Citizenship Amendment Act (CAA) 
also disrupted normal business in Quarter 3. These two 
external events led to the disruption of the local economy 
and deterioration of the credit portfolio, adversely 
impacting a section of our customers, especially in upper 
Assam. Given our well diversified portfolio, our exposure 
in upper Assam is only 1.3% of the total portfolio. Several 
industry and state authority level discussions were 
undertaken by MFIN to formulate an amicable solution 
to this crisis and a relief package was designed for the 
distressed borrowers. The Bank will focus on extending 
this relief to the eligible customers once the COVID-19 
induced lockdown is lifted. 

The Bank has also been a front-runner in adopting 
holistic credit assessment tools and was one of the 
first to implement the usage of comprehensive credit 
information reports (CCIR) for all its borrowers; this 
report, in addition to microfinance trade lines provides 
retail loan credit information, enabling informed 
decision-making on borrower level exposures. Further, 

net non-Performing Assets by Vertical (%)

Mar'20Sep'19Mar'19

0.9

1.5

0.7

1.1

0.40.4
0.3

0.2 0.2 0.1
0.1

0.3

GL MSEHousingIL

0.9

Mar'20Sep'19Mar'19

0.9 1.0

0.3 0.3 0.2

%NNPA %GNPA



22  |  ANNuAl RePORT 2019-20

we have also adopted MFIN’s Code for Responsible 
Lending to ensure uniformity in the lending framework to 
the segment of microfinance customers. The Bank’s early 
Warning Signal framework was enhanced, covering all 
external environmental factors to ensure a holistic view 
of operational and credit risks pertaining to this sector 
and segment of customers and thus helping us manage 
growth appropriately in high, medium and low risk areas, 
and customise credit policies specific to geographies. We 
have also advanced the risk management framework for 
this segment of customers by introducing application 
scorecards for group loans by profound mining of 
historical data and building more decision science to the 
loan offerings. 

One of the digital initiatives we undertook this year, was 
the enhancement of our end-to-end automated digital 
underwriting platform. The sanctioning for group loans 
has been fully automated, enabling better efficiencies 
and excellent processing turnaround time. We have also 
made significant progress in automating our key rural 
products, namely Agri group loans and Kisan Suvidha 
loans. We have begun to offer pre-approved loans 
through our LOS. We are also piloting ‘Loan on Phone‘, 
an initiative to encourage credit-worthy borrowers to 
seamlessly renew their loans through a contactless 
service delivery process. Our objective is to graduate 
borrowers to the self-service mode and help them benefit 
from superior services while streamlining operating  
costs for the Bank.   

Portfolio Management during COVID-19 
In accordance with the RBI guidelines relating to 
COVID-19 Regulatory Package dated March 27, 2020 
and April 17, 2020, the Bank has granted a moratorium 
to all its MicroBanking borrowers up to 3 months on 
the repayment of all installments falling due between 
March 1, 2020 and May 31, 2020 to all eligible borrowers 
classified as Standard, including standard overdue cases 
as of February 29, 2020. In response to the guidelines on 
extension of loan moratorium announced by RBI on May 
23, 2020, the Bank has put in place a Board approved policy 
on extending the loan moratorium for our customers for 
a further period of three months from June to August 
2020. We have adopted a slightly different approach for 
the extension of moratorium in that – moratorium shall 
be offered to customers on a need basis as the economic 
activities are opening up and the restricted areas will be 
limited to containment zones. For all such accounts for 
which the moratorium is granted, the asset classification 
shall remain standstill during the moratorium period 
(i.e., the number of days past-due shall exclude the 
moratorium period for the purpose of asset classification 
under the prescribed norms). The Bank holds provisions 
of 1.6% on its gross advances as of March 31, 2020. PCR  
for Micro & rural banking stands at 89% and NNPA at  
0.10% as against PCR of 76% and NNPA of 0.21%  
in March 2019.

We are closely monitoring the current situation and have 
conducted a survey to assess the impact of the crisis 
on the livelihoods and income levels of our customers. 
84% of our customers surveyed are facing a decline in 
their incomes during the lockdown. However, for most 
of them, this is a short-term phenomenon. 96% of our 
customers are expected to return to normalcy within 
three months of re-opening of economic activities. We 
are working on enabling credit policies and processes 
to fund good and deserving customers, helping them 
resume normal business activities as early as possible. 
We have also enhanced our processes to ensure that 
no undue risk is taken while making this effort. We are 
confident of emerging stronger from this situation with 
minimal impact on our portfolio quality. 

Mse 
This segment has been characterised by challenging 
economic environment throughout the year. Strict 
sourcing and evaluation checks helped the Loan book 
register 66% growth – despite the business stoppage 
in the crucial last week of the financial year. 91% of the 
total loan book is secured by property mortgages and 
the balance is unsecured business loans. GNPA of MSE 
business stands at 2.9% as of March 31, 2020 against 2.3% 
in March 2019. NNPA of MSE is at 1.1%, against 0.9% as 
of March 31, 2020, and provision coverage ratio (PCR) is 
steady  at a healthy 63% at the end of FY 2019-20.

On account of the COVID-19 situation, 71% borrowers 
have been granted moratorium up to three months by 
the bank. For a focused approach towards recoveries, the 
collections of MSE accounts are monitored by internal 
teams and dedicated resources are assigned to each and 
every DPD bucket, since the lockdown

Credit policies and process are revised and updated 
frequently to enhance the quality of underwriting. 
Current assessment methods coupled with Risk based 
score cards are used to assess the prospective borrowers 
based on their demography, financial capability, 
repayment history, business vintage and other credit 
related parameters. This will be further advanced in the 
future to develop a rigorous rule engine to ensure faster 
turnaround of loans and better quality of underwriting.

To empower the credit resources to assess and underwrite 
large ticket size cases, training, policy workshops and 
adaptive tests were conducted throughout the year. To 
strengthen the portfolio monitoring, stressed branches 
are put on a Cluster Improvement Plan, an internal 
monitoring mechanism to improve the quality of the book 
in the localised geography. Further, Annual Reviews by 
way of house visits and assessment of business for large 
borrowers were introduced during the financial year.
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housing
GNPA for home loans stood at 0.8% against 0.6% in March 
2019 while NNPA held steady at 0.40%. PCR stood at 48% 
as on March 2020 against 35% in March 2019. During the 
year we have taken steps to introduce credit score cards 
for the business, which will help in improving the decision 
time and quality as the business matures.  67% of our 
borrowers opted for moratorium due to COVID-19 under 
Moratorium 1.0.

Fig
The Bank forayed into institutional lending to 
Microfinance institutions and NBFCs catering MSe, 
affordable housing and Agri-allied enterprises sectors 
in FY 2018-19. The Loan book registered 100% growth in 
FY 2019-20. As at the end of the year, the book size was 
`549 Crores with all accounts classified as standard. All 
loans are secured and mostly covered by security cover 
of at least 110%.   

Due to the outbreak of COVID-19, a third of the number 
of borrowers have been granted moratorium up to 3 
months by the bank.

Credit policy is regularly updated to enhance the quality 
of underwriting. Rigorous monitoring of Portfolio is  
done regularly to check the health of the portfolio.  

new Business lines
The Bank has forayed into new loan products such as 
Personal loans and Vehicle loans. While personal loans 
are being offered to new to bank customers, especially 
the salaried class, vehicle loans are mostly being offered 
to existing MicroBanking customers and their family 
members. Both the business lines have robust portfolio 
quality. The focus would be to further build on the digital 
platforms and enhance underwriting with the use of 
various e-service and verification platforms.  

conclusion
The Bank’s efforts to proactively source quality borrowers 
and manage their repayments were well-tested during 
FY 2019-20. The COVID-19 crisis has however been 
extraordinary, with events unfolding daily and sometimes 
hourly. The Bank continues to monitor the existing 
portfolio quality, while scanning the environment for 
signs of restart of business disbursal. We believe that our 
existing and proposed investments in people, process 
and technology, will help the bank emerge stronger and 
better from the current scenario.

operations

the key initiatives for the operations department for 
the year:

work- flow to handle customer complaints, queries and 
service requests
Prior to FY 2019-20, all service requests, queries and 
complaints of customers, relating to MSE and housing 
loans were handled on e-mail. To eliminate the resultant 
inefficiency, delays and risk of omission, the Bank 

switched to processing complaints, queries and service 
requests through a workflow in the Bank’s customer 
relationship management application, CRM Next. Around 
50 categories of requests and complaints were created in 
CRM Next, with a pre-defined TAT and escalation matrix 
for each request and complaint, bringing a high degree 
of efficiency, resulting in customer satisfaction. A similar 
workflow was also commissioned in CRM Next to handle 
queries relating to settlement of insurance claims of 
deceased borrowers and/or their spouses.

robotic Process automation (rPa) for reconciliation 
of uPi and iMPs transactions
In October 2019, the department took a major step in 
the direction of automation by introducing RPA, a tool 
that facilitates processing large volumes of data in a 
very short span of time, for reconciliation of UPI and 
IMPS transactions. The automation offers significant 
savings in costs, a much higher degree of accuracy, easy 
implementation and eliminates manual intervention in 
tasks that are repetitive and rule- based. 

The uPI traffic that the Bank handles has grown by 70% in 
the recent months; likewise, IMPS transactions too have 
grown by leaps and bounds. Reconciliation of transactions 
is a resource-intensive task, if done manually. Prior to 
implementation of RPA, reconciliation of UPI and IMPS 
transactions would be done by vendors and subsequently 
checked by the Bank’s own employees. The Bank would 
pay over 3.5 Lakhs rupees per month to the reconciliation 
vendor and deploy 1 full time employee just to check the 
vendor’s output. With the deployment of RPA, the Bank 
has eliminated the dependency on vendor, not to mention 
the associated costs; and an employee of the Bank has to 
spend only 2 hours a day to review the output. Further, 
the RPA utility can handle incremental volumes without 
any concomitant increase in time or costs. It has been a 
gamechanger for the Bank.

daily control Function checklist (dcFc) for branches
To enable a near real-time overview of operations at 
branches, a 47-point Daily Control Function Checklist 
(DCFC) was introduced in December 2019. DCFC has to 
be updated by Branch Managers or Branch Operations 
Officers daily and it can be reviewed by the Cluster 
Managers – Branch Operations or any other controlling 
authority in charge of branches on the next day. This 
allows Cluster Managers and such other controlling 
authorities to gauge the state of affairs of operations at 
branches on a near real-time basis and initiate immediate 
corrective measures. DCFC also acts as a checklist for 
Branch Managers and Branch Operations Officers, 
prompting them to check the critical areas of operations 
in branches daily.

aadhaar enrolment centres
The Bank was empanelled as a registrar and enrolment 
agency by unique Identification Authority of India 
(UIDAI) in August 2018. The Bank extended the Aadhaar 
enrolment services  offered from 16 branches spread 
across the two states of Assam and Karnataka in FY 
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2018-19 to 44 branches  spanning 14 states and 2 
Union Territories in FY 2019-20. The Bank carried out 
over 1.2 Lakhs Aadhaar enrolments and Aadhaar data 
updates in FY 2019-20.

technology
Our Information Technology Strategy Plan and Road 
Map, built on the three pillars of Cost Reduction, Process 
Improvement and  Regulatory Compliance are aligned 
to our business strategy and goal. The Bank has a world-
class Core Banking System a wide network of servicing 
channels to serve the MicroBanking, next-generation and 
open market customers. 

The well-defined quick to market product framework 
has helped businesses to seamlessly launch New Assets 
and Liability product variants. The Retail and Business 
Net Banking channels were enriched with new add-on 
features keeping the cyber security controls in place. 
One of the major add-on features was 24x7 NEFT service, 
which helps the customer transfer funds across Banks, 
round the clock. We have enabled the 24x7 NEFT facility 
in all the self-servicing channels. 

Customers may maintain transaction accounts and loan 
facilities with various banks. To facilitate loan repayment 
from the other bank to Ujjivan Small Finance bank and 
vice versa, a Mandate Management System has been 
implemented. Within the Mandate Management System, 
the e-mandate facility enables the customer to self-
authenticate and complete the Mandate Registration 
through e-authentication by Debit Card or Internet 
Banking credential. Ujjivan Small Finance Bank was the 
third Bank in India to go live with the e-mandate list in 
the NPCI site. 

Cash deposit facility in ATM machine (ACR) has been 
implemented to offer our customers an alternative 
channel for cash deposits. In line with the RBI guidelines 
mandating the storage of customers Aadhar number 
in a secured place, blocking unauthorised access by 
applications and officials, Aadhar Vault and Tokenisation 
have been implemented and all the Aadhar numbers were  
securely vaulted and the reference numbers were stored 
in the Customer Relationship Mater database. Changes 
were made in the Core Banking system to facilitate 
real time card activation for new to bank and newly 
on-boarded customers. This year, we have introduced 
Robotic Process Automation (RPA) in IMPS Payment 
Reconciliation to settle disputed transactions on the 
same day, thereby reducing the TAT and increasing the 
customer satisfaction.

treasury
With a growth in size and complexity of its balance 
sheet, the Bank has relocated its Treasury unit  to  the 
country’s financial capital Mumbai and set up a state-of-
the-art Dealing Room. This is a full-service Treasury  unit, 
which includes ALM, Liquidity Management, Reserves 
Management, Trading and Client Services.

The Treasury team consists of experienced professionals 
with a proven track record in Balance Sheet Management 
and Trading. It has access to all RBI and CCIL Securities 
Trading, Lending and Repo platforms and  information 
systems such as Bloomberg. The Bank has bilateral limits 
in place, with most major interbank participants.

The team manages the Bank’s regulatory reserves 
including CRR and SlR. Judicious and efficient 
management of the SLR Portfolio has ensured consistent 
above market returns.  The portfolio consists of Central 
and State Government Bonds and Treasury Bills invested 
at high yields and is therefore well positioned to benefit 
from the accommodative interest rate stance of the RBI. 

There is also an active Trading Desk, which deals in SLR 
and non-SLR securities, and contributes to the Bank’s 
bottom line by capitalising on trading opportunities 
presented by the market.

The Liquidity position of the Bank continues to be 
extremely strong with all liquidity ratios well above 
the prescribed limit set by the RBI. The bank is well-
positioned to handle any fallout of the COVID-19 
pandemic and use the opportunity to grow its business. 
A very high order of digitisation and automation has 
ensured that Treasury Operations have continued 
seamlessly throughout the lockdown.

service Quality
The Bank has always been committed to delivering the 
highest quality of services to its customers, by instilling 
the required people skills in our staff and enhancing 
our processes. A dedicated Service Quality department 
of the Bank has always been a key differentiator for 
us.  Our service quality initiatives have evolved over 
the years, focusing on delivering exceptional customer 
experience, bringing in industry-best service standards 
and quality, ensuring that our customer grievances 
are managed smoothly and the regulations set by 
relevant authorities with respect to customer service 
are complied with. We have defined service standards 
through Service Index models for each business vertical 
and key support functions to ensure that both external 
and internal customer expectations are met. To develop 
service culture across the organisation, various rewards 
and recognition programmes are constituted, both at 
individual and at branch level. 42 individual staff were 
recognised with Service Champion/Service Excellence 
award during the year and 11 branches were awarded 
every month for the best service quality. To ensure that 
our customers are well-served for banking transactions 
related to critical life events, service quality through 
ground level training has sensitised the field staff on 
empathy and professionalism. During the year, the Bank’s 
complaint, request and query management has been 
strengthened to ensure flawless and proactive servicing 
for our customers. The Bank ensures that the customer has 
ample opportunities to be heard and the feedback thus 
received through various channels is implemented well, 
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both at the process and people levels. All our branches 
conduct monthly customer service meet called ‘Let’s 
Connect – Aapki Baat Bank Ke Saath‘, on third Saturdays. 
More than 7,000 customers from all segments, including 
senior citizens participated every month and provided us 
feedback to strengthen our services. We have undertaken 
‘mystery audit’ exercise through an independent agency 
to assess quality of services provided by our branches. 
The mystery audit observations have helped improve 
customer experience at our branches, corroborated 
by significant improvement in the overall customer 
satisfaction scores in FY 2019-20 when compared with 
the baseline scores achieved in FY 2018-19.

human resources
The bank remains resolute in demonstrating its core 
value of ‘people first‘. Nurturing and developing 
talent continue to be our primary focus. A total of 
7,786 new employees joined the bank in FY 2019-20 
and we ended the year with 17,841 staff. 56% of the 
new employees were hired through internal employee 
referrals. Continuing to encourage and promote talent 
within the organisation, 22% of job openings were 
closed through internal job postings, 21% of new 
hires were women and we closed the year with 19% 
of women workforce, maintaining diversity across 
the organisation. We also on-boarded 25 differently 
abled employees across the organisation. The Bank 
continues to on-board Management Trainees from 
diverse institutions to hone and nurture young  
talent for the future. We recruited 149 management 
trainees during the year. 

We continue to invest in our employees to excel at their 
job and develop them for future roles. In addition to 
training on building banking skills, we enhanced our focus 
on development of higher skills programmes across the 
Bank. We introduced certifications for key roles – both for 
the backend and frontend, e.g. SFB Certification by IIBF, 
IT certifications by IDRBT, to name a few. To encourage 
a culture of self-paced learning, we launched a number 
of programmes on our internal learning application 
SWAYAM, on different modules of compliance, digital 
banking, products and process. As a growing bank, in FY 
2019-20, we invested in succession planning by initiating 
a multi-pronged Leadership Development Series for 
National Managers, managing key functions. With the 
launch of the Vehicle Finance business and ramped up 
Personal Loans business, various roles were exposed 
to cross-functional up-skilling and cross-selling. In line 
with our mantra of ‘customer first‘, we ran a series of 

customer service programmes themed ‘Life Events‘ 
across branches.

We have always believed in sharing our success with our 
employees, and in line with our objective, we launched 
the Employee Stock Option Plan in 2019. Options were 
granted to 28% of employees. In addition, prior to the 
IPO, the Bank also launched its Employee Stock Purchase 
Scheme, in which 4,359 of our employees opted to 
purchase the shares.  We have continued to focus on the 
health and well-being of our employees by arranging 
health checkups and health talks. 13,204 employees 
were covered through the health check-up initiative. In 
addition, our staff contributed `25.94 Lakhs towards the 
Employees Welfare Trust Fund. The Bank also match-
funded the same amount.

To understand the pulse of our employees, the  ‘Bolo 
Ujjivan’– Annual Employee Engagement survey was 
conducted. A sophisticated platform was built to conduct 
the survey, which was hosted in 10 regional languages. 
The survey results were discussed in various forums and 
leaders were encouraged to take effective action on the 
results obtained. Apart from the survey, various forums 
were designed to help employees connect with National 
and Regional leaders. As part of the endeavour to make  
employees across the country feel part of the family, we 
come together and celebrate regional festivals across 
all our offices and branches, with great enthusiasm. We 
also make employee’s families part of the celebration by 
celebrating ‘Annual Family Day’ and ‘Bring Your Child to 
Work Day’. This has helped inculcate the Bank's culture 
and values along with employees and their families. 
Every achievement of our employees is celebrated in a 
grand fashion. The biggest event of the year – Annual 
Awards function, is held across all regions felicitating the 
best performing branches and individuals. Employees 
who complete 10 years and more are honoured in the 
‘10th Anniversary Awards event’, and presented with a 
personalised appreciation letter from the MD and CEO, 
with a custom-made gold coin. 


