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Our Bank was incorporated in the name of ‘Nadar Bank Limited” on May 11, 1921 at Thoothukudi, Tamil Nadu as a limited company under the Indian Companies Act, 1913 pursuant to a certificate of
incorporation issued by the erstwhile Assistant Registrar of Joint Stock, Palamcottah. Our Bank commenced its business on November 11, 1921 at Thoothukudi, Tamil Nadu. Subsequently, the name of
our Bank was changed to ‘Tamilnad Mercantile Bank Limited’, with effect from November 27, 1962, pursuant to a letter of approval from the Government of India dated November 14, 1962 and a fresh
certificate of incorporation dated July 17, 1968 was issued by the Assistant Registrar of Companies, Madras. For further details in relation to the changes in the registered office, see “History and Certain
Corporate Matters” beginning on page 157.

Registered and Corporate Office: No. 57, Victoria Extension Road, Thoothukudi — 628 002, Tamil Nadu, India; Tel: +91 461 2325136
Contact Person: Prakash Chandra Panda, Company Secretary and Compliance Officer; Tel: +91 461 2323666
E-mail: secretarial @tmbank.in; Website: www.tmb.in
Corporate Identity Number: U65110TN1921PLC001908

R BANK IS A PROFESSIONAL

INITIAL PUBLIC OFFERING OF 15,840,000 EQUITY SHARES OF FACE VALUE OF % 10 EACH (“EQUITY SHARES”) OF TAMILNAD MERCANTILE BANK LIMITED
(“BANK” OR “ISSUER”) FOR CASH AT A PRICE OF % 510 PER EQUITY SHARE (INCLUDING A SHARE PREMIUM OF % 500 PER EQUITY SHARE) (THE “OFFER PRICE”)
AGGREGATING TO % 8,078.40 MILLION* (THE “OFFER”) COMPRISING A FRESH ISSUE OF 15,840,000 EQUITY SHARES AGGREGATING TO % 8,078.40 MILLION (THE
“OFFER”). THE OFFER CONSTITUTED 10.00% OF OUR POST-OFFER PAID-UP EQUITY SHARE CAPITAL.

MANAGED BANK AND DOES NOT HAVE AN IDENTIFIABLE PROMOTE

THE OFFER PRICE IS %510 PER EQUITY SHARE AND THE OFFER PRICE IS 51 TIMES THE FACE VALUE OF THE EQUITY SHARES

*SUBJECT TO FINALISATION OF THE BASIS OF ALLOTMENT

The Offer was made through the Book Building Process, in terms of Rule 19(2)(b) of the Securities Contracts (Regulation) Rules, 1957, as amended (“SCRR”) read with Regulation 31 of the SEBI
ICDR Regulations and in compliance with Regulation 6(2) of the SEBI ICDR Regulations, wherein not less than 75 % of the Offer was allotted on a proportionate basis to Qualified Institutional
Buyers (“QIBs”, the “QIB Portion”). Our Bank, in consultation with the Book Running Lead Managers, allocated 60% of the QIB Portion to Anchor Investors on a discretionary basis in accordance
with the SEBI ICDR Regulations (“Anchor Investor Portion™), of which one-third was reserved for domestic Mutual Funds, subject to valid Bids being received from domestic Mutual Funds at or
above the Anchor Investor Allocation Price. Further, 5% of the Net QIB Portion was available for allocation on a proportionate basis only to Mutual Funds, and the remainder of the Net QIB Portion
was available for allocation on a proportionate basis to all QIBs, including Mutual Funds, subject to valid Bids being received at or above the Offer Price. However, if the aggregate demand from
Mutual Funds was less than 5% of the Net QIB Portion, the balance Equity Shares available for allocation in the Mutual Fund Portion could have been added to the remaining Net QIB Portion for
proportionate allocation to QIBs. Further, not more than 15% of the Offer was available for allocation to Non-Institutional Bidders (“Non-Institutional Portion™) of which one-third of the Non-
Institutional Portion was available for allocation to Bidders with an application size of more than ¥ 200,000 and up to X 1,000,000 and two-thirds of the Non-Institutional Portion was available for
allocation to Bidders with an application size of more than % 1,000,000 and under-subscription in either of these two sub-categories of Non-Institutional Portion may have been allocated to Bidders
in the other sub-category of Non-Institutional Portion in accordance with the SEBI ICDR Regulations, subject to valid Bids being received at or above the Offer Price. Further, not more than 10% of
the Offer was available for allocation to Retail Individual Bidders (“Retail Portion™) in accordance with the SEBI ICDR Regulations, subject to valid Bids being received at or above the Offer Price.
All potential Bidders (except Anchor Investors) were required to mandatorily utilise the Application Supported by Blocked Amount (“ASBA™) process providing details of their respective ASBA
accounts, and UPI ID in case of UPI Bidders using the UPI Mechanism, if applicable, in which the corresponding Bid Amounts were blocked by the SCSBs or by the Sponsor Bank(s) under the UPI
Mechanism, as the case may be, to the extent of respective Bid Amounts. Anchor Investors were not permitted to participate in the Offer through the ASBA process. For details, see “Offer Procedure”

beginning on page 326.
. RISKSINRELATIONTOTHEFIRSTOFFER

This being the first public issue of the Equity Shares of our Bank, there has been no formal market for the Equity Shares. The face value of each Equity Share is ¥ 10. The Floor Price and the Cap
Price (determined by our Bank in consultation with the BRLMs), and Offer Price (determined by our Bank in consultation with the BRLMSs), in accordance with the SEBI ICDR Regulations and on
the basis of the assessment of market demand for the Equity Shares by way of the Book Building Process, as stated under “Basis for the Offer Price” beginning on page 85, should not be taken to be
indicative of the market price of the Equity Shares after the Equity Shares are listed. No assurance can be given regarding an active or sustained trading in the Equity Shares or regarding the price at
which the Equity Shares will be traded after listing.
GENERAL RISKS
Investments in equity and equity-related securities involve a degree of risk and investors should not invest any funds in this Offer unless they can afford to take the risk of losing their investment.
Investors are advised to read the Risk Factors carefully before taking an investment decision in this Offer. For taking an investment decision, investors must rely on their own examination of our Bank
and the Offer, including the risks involved. The Equity Shares have not been recommended or approved by the Securities and Exchange Board of India (“SEBI”), nor does SEBI guarantee the
accuracy or adequacy of the contents of this Prospectus. Specific attention of the investors is invited to “Risk Factors” beginning on page 20.
BANK’S ABSOLUTE RESPONSIBILITY

Our Bank, having made all reasonable inquiries, accepts responsibility for and confirms that this Prospectus contains all information with regard to our Bank and the Offer, which is material in the
context of the Offer, that the information contained in this Prospectus is true and correct in all material aspects and is not misleading in any material respect, that the opinions and intentions expressed
herein are honestly held and that there are no other facts, the omission of which makes this Prospectus as a whole or any of such information or the expression of any such opinions or intentions,

misleadini in ani material resEect.

The Equity Shares offered through the Red Herring Prospectus are proposed to be listed on BSE and NSE. We have received in-principle approvals from BSE and NSE for the listing of the Equity
Shares pursuant to letters each dated May 25, 2022. For the purpose of this Offer, BSE is the Designated Stock Exchange. A signed copy of the Red Herring Prospectus has been, and a signed copy
of this Prospectus shall be, filed with the RoC in accordance with Section 26(4) of the Companies Act, 2013. For details of the material contracts and documents that were available for inspection

from the date of the Red Herring Prospectus up to the Bid/Offer Closing Date, see “Material Contracts and Documents for Inspection” beginning on page 350.
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Banking — s

Limited .

Axis Capital Limited Motilal Oswal Investment Advisors Limited SBI Capital Markets Limited Link Intime India Private Limited
1st Floor, Axis House Motilal Oswal Tower, Rahimtullah, Sayani 202, Maker Tower ‘E’ C-101, 1 Floor, 247, Lal Bahadur Shastri
C 2, Wadia International Centre Road Opposite Parel ST Depot, Cuffe Parade, Mumbai 400 005 Marg,
P.B. Marg, Worli Prabhadevi, Mumbai 400 025 Maharashtra, India Vikhroli (West), Mumbai 400 083
Mumbai 400 025 Maharashtra, India Tel: +91 22 2217 8300 Maharashtra, India
Maharashtra, India Tel: +91 22 7193 4380 E-mail: tmb.ipo@sbicaps.com Tel: +91 22 4918 6200
Tel: +91 22 4325 2183 E-mail: tmb.ipo@motilaloswal.com Website: www.shicaps.com E-mail: tmb.ipo@linkintime.co.in
E-mail: tmb.ipo@axiscap.in Website: www.motilaloswalgroup.com Investor grievance e-mail: Website: www.linkintime.co.in
Website: www.axiscapital.co.in Investor grievance e-mail: | investor.relations@sbicaps.com Investor grievance e-mail:
Investor grievance email: moiaplredressal@motilaloswal.com Contact person: Karan Savardekar tmb.ipo@linkintime.co.in
complaints@axiscap.in Contact person: Ritu Sharma SEBI registration no.: INM000003531 Contact person: Shanti Gopalkrishnan
Contact person: Ankit Bhatia/ Pavan Naik SEBI registration no.: INM000011005 SEBI registration no.: INR000004058
SEBI registration no: INM000012029

BID/OFFER PERIOD
BID/OFFER OPENED ON* Monday, September 5, 2022 BID/OFFER CLOSED ON Wednesday, September 7, 2022
*The Anchor Investor Bid/Offer Period was one Working Day prior to the Bid/Offer Opening Date.
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SECTION I: GENERAL
DEFINITION AND ABBREVIATIONS

This Prospectus uses certain definitions and abbreviations which, unless the context otherwise indicates or
implies, or unless otherwise specified, shall have the meaning as provided below. References to any legislations,
acts, regulations, rules, guidelines, circulars, notifications, clarifications or policies shall be to such legislations,
acts, regulations, rules, guidelines or policies as amended, updated, supplemented, re-enacted or modified, from
time to time, and any reference to a statutory provision shall include any subordinate legislation made, from time
to time, under such provision.

Offer related terms used but not defined in this Prospectus shall have the meaning ascribed to such terms under
the General Information Document. Any other words and expressions used but not defined in this Prospectus shall
have the meaning ascribed to such terms under the SEBI ICDR Regulations, the Companies Act, 2013, the SCRA,
and the Depositories Act and the rules and regulations made thereunder.

The terms not defined herein but used in “Statement of Possible Special Tax Benefits”, “Industry Overview”,
“Key Regulations and Policies”, “Selected Statistical Information”, “Financial Statements”, “Outstanding
Litigation and Material Developments ”, “Description of Equity Shares and Terms of Articles of Association” and
“Offer Procedure” beginning on pages 88, 90, 138, 185, 200, 294, 344 and 326, respectively, shall have the

meanings ascribed to such terms in these respective sections.

General Terms

Term

Particular

Our Bank/ the Bank/ the
Issuer

we/ us/ our

Tamilnad Mercantile Bank Limited, a company incorporated under the Indian Companies Act,
1913 and registered as a bank with the RBI, having its Registered and Corporate Office at No.
57, Victoria Extension Road, Thoothukudi 628 002, Tamil Nadu, India

Unless the context otherwise indicates or implies, refers to our Bank

Bank Related Terms

Term

Description

Articles of Association/
A0A or Articles

Audit Committee
Board/ Board of
Directors

Chief Financial Officer /
CFO

Company Secretary and
Compliance Officer
Corporate Social
Responsibility
Committee

Director(s)

Equity Shares
Executive Director(s)
Independent Directors

Joint Statutory Central
Auditors

Key Managerial
Personnel or KMP

Managing Director and
Chief Executive Officer/
MD & CEO
Memorandum of
Association or MoA
Nomination and
Remuneration
Committee

Atrticles of association of our Bank, as amended

Audit committee of our Board, as described in “Our Management” beginning on page 162
Board of directors of our Bank

P.A. Krishnan, chief financial officer of our Bank
Prakash Chandra Panda, company secretary and compliance officer of our Bank

Corporate social responsibility committee of our Board, as described in “Our Management”
beginning on page 162

The director(s) on our Board

The equity shares of our Bank of face value of X 10 each

The executive director(s) of our Bank

Independent directors on our Board, as described in “Our Management” beginning on page
162

M/s Suri & Co, Chartered Accountants, and M/s Abarna & Ananthan, Chartered Accountants,
the current joint statutory central auditors of our Bank

Key managerial personnel of our Bank shall have the meaning as set out under Regulation
2(1)(bb) of the SEBI ICDR Regulations and as described in “Our Management” beginning on
page 162

Krishnan Sankarasubramaniam, the managing director and chief executive officer of our Bank

Memorandum of association of our Bank, as amended

Nomination and Remuneration Committee of our Board, as described in “Our Management”
beginning on page 162




Term

Description

Non-executive
Director(s)

Registered and Corporate

Office

Registrar of Companies
or RoC

Restated Financial
Statements

Shareholders
Stakeholders’
Relationship and Capital
Planning Committee

Non-executive director(s) of our Bank

The registered and corporate office of our Bank is situated at No. 57, Victoria Extension Road,
Thoothukudi — 628 002, Tamil Nadu, India
Registrar of Companies, Tamil Nadu at Chennai

Restated financial information of our Bank comprising the restated statement of assets and
liabilities as at March 31, 2022, March 31, 2021 and March 31, 2020, the restated statements
of profit and loss for the financial years ended March 31, 2022, March 31, 2021 and March
31, 2020 and the restated statement of cash flows for the financial years ended March 31, 2022,
March 31, 2021 and March 31, 2020 and the summary statement of significant accounting
policies, the notes forming part of the restated financial statements and other explanatory
information and the statement of adjustments to audited financial statements prepared in
accordance with the requirements of Section 26 of Part | of Chapter 111 of the Companies Act,
2013, the SEBI ICDR Regulations, the Guidance Note on Reports in Company Prospectuses
(Revised 2019) issued by the ICAI, as amended from time to time

Holders of Equity Shares of our Bank from time to time

Stakeholders’ relationship and capital planning committee of our Bank, constituted in
accordance with the applicable provisions of the Companies Act, 2013 and the Listing
Regulations and as described in “Our Management” beginning on page 162

Offer Related Terms

Term

Description

Acknowledgment Slip

Allot/ Allotment/
Allotted
Allotment Advice

Allottee
Anchor Investor

Anchor Investor
Allocation Price

Anchor Investor
Application Form

Anchor Investor
Bid/Offer Period
Anchor Investor Offer
Price

Anchor Investor Portion

Application Supported
by Blocked Amount or
ASBA

ASBA Account

ASBA Bid
ASBA Bidders
ASBA Form

The slip or document issued by the relevant Designated Intermediary to a Bidder as proof of
registration of the Bid cum Application Form

Unless the context otherwise requires, allotment of the Equity Shares pursuant to the Fresh
Issue

Note or advice or intimation of Allotment sent to the successful Bidders who have been or are
to be Allotted the Equity Shares after the Basis of Allotment has been approved by the
Designated Stock Exchange

A successful Bidder to whom the Equity Shares are Allotted

A Qualified Institutional Buyer, who applied under the Anchor Investor Portion in accordance
with the requirements specified in the SEBI ICDR Regulations and the Red Herring Prospectus
and who has Bid for an amount of at least ¥ 100 million

¥ 510 per share, being the price at which Equity Shares were allocated to Anchor Investors in
terms of the Red Herring Prospectus and this Prospectus, and decided by our Bank, in
consultation with the BRLMs, during the Anchor Investor Bid/Offer Period

Application form used by an Anchor Investor to make a Bid in the Anchor Investor Portion
and which was considered as an application for Allotment in terms of the Red Herring
Prospectus and this Prospectus

September 2, 2022, being one Working Day prior to the Bid/Offer Opening Date, on which
Bids by Anchor Investors were submitted and allocation to Anchor Investors was completed
% 510 per Equity Share, being the final price at which the Equity Shares will be Allotted to
Anchor Investors in terms of the Red Herring Prospectus and this Prospectus. The Anchor
Investor Offer Price was decided by our Bank, in consultation with the BRLMs

7,128,000" Equity Shares, being 60% of the QIB Portion which was allocated by our Bank, in
consultation with the BRLMS, to Anchor Investors on a discretionary basis in accordance with
the SEBI ICDR Regulations. One-third of the Anchor Investor Portion was reserved for
domestic Mutual Funds, subject to valid Bids being received from domestic Mutual Funds at

or above the Anchor Investor Allocation Price, in accordance with the SEBI ICDR Regulations
“"Subject to finalisation of the Basis of Allotment

Application, whether physical or electronic, used by ASBA Bidders to make a Bid and
authorizing an SCSB to block the Bid Amount in the ASBA Account and includes applications
made by UPI Bidders using the UPI Mechanism where the Bid Amount is blocked upon
acceptance of UPI Mandate Request by UPI Bidders using the UPI Mechanism

Bank account maintained with an SCSB by an ASBA Bidder, as specified in the ASBA Form
submitted by ASBA Bidders for blocking the Bid Amount mentioned in the relevant ASBA
Form and includes the account of an UPI Bidder which is blocked upon acceptance of a UPI
Mandate Request made by the UPI Bidders using the UPI Mechanism

A Bid made by an ASBA Bidder

All Bidders except Anchor Investors

Application form, whether physical or electronic, used by ASBA Bidders to submit Bids,
which is considered as the application for Allotment in terms of the Red Herring Prospectus
and this Prospectus




Term

Description

AXis
Bankers to the Offer

Basis of Allotment

Bid

Bid Amount

Bid cum Application
Form

Bid Lot

Bid/Offer Closing Date
Bid/Offer Opening Date

Bid/Offer Period

Bidder

Bidding Centres

Book Building Process
Book Running Lead

Managers/ BRLMs
Broker Centres

Confirmation Allocation
Note/ CAN
Cap Price

Cash Escrow and
Sponsor Bank
Agreement

Client ID
Collecting Depository
Participant/ CDP

Cut-off Price

Designated Branches

Axis Capital Limited

Collectively, Escrow Collection Bank, Public Offer Account Bank, Sponsor Banks and Refund
Bank

Basis on which Equity Shares will be Allotted to successful Bidders under the Offer and which
is described in “Offer Structure” beginning on page 322

Indication to make an offer during the Bid/Offer Period by an ASBA Bidder pursuant to
submission of the ASBA Form, or during the Anchor Investor Bid/Offer Period by an Anchor
Investor, pursuant to submission of the Anchor Investor Application Form, to subscribe to or
purchase the Equity Shares at a price within the Price Band, including all revisions and
modifications thereto as permitted under the SEBI ICDR Regulations and in terms of the Red
Herring Prospectus and the Bid cum Application Form. The term “Bidding” shall be construed
accordingly

The highest value of optional Bids indicated in the Bid cum Application Form and, in the case
of RIBs Bidding at the Cut off Price, the Cap Price multiplied by the number of Equity Shares
Bid for by such Retail Individual Bidder and mentioned in the Bid cum Application Form and
was payable by the Bidder or was blocked in the ASBA Account of the Bidder, as the case
may be, upon submission of the Bid

Anchor Investor Application Form or the ASBA Form, as the context requires

28 Equity Shares and in multiples of 28 Equity Shares thereafter
Except in relation to any Bids received from the Anchor Investors, the date after which the
Designated Intermediaries did not accept any Bids, being September 7, 2022

Except in relation to any Bids received from the Anchor Investors, the date on which the
Designated Intermediaries started accepting Bids, being September 5, 2022

Except in relation to Anchor Investors, the period between the Bid/Offer Opening Date and
the Bid/Offer Closing Date, inclusive of both days, during which prospective Bidders could
submit their Bids, including any revisions thereof

Any prospective investor who made a Bid pursuant to the terms of the Red Herring Prospectus
and the Bid cum Application Form and unless otherwise stated or implied, includes an Anchor
Investor

Centres at which the Designated Intermediaries could accept the ASBA Forms, i.e., Designated
Branches for SCSBs, Specified Locations for the Syndicate, Broker Centres for Registered
Brokers, Designated RTA Locations for RTAs and Designated CDP Locations for CDPs
Book building process, as provided in Schedule XII1 of the SEBI ICDR Regulations, in terms
of which the Offer is being made

The book running lead managers to the Offer, namely, Axis Capital Limited, Motilal Oswal
Investment Advisors Limited and SBI Capital Markets Limited

Centres notified by the Stock Exchanges where Bidders could submit the ASBA Forms to a
Registered Broker. The details of such Broker Centres, along with the names and contact
details of the Registered Brokers are available on the respective websites of the Stock
Exchanges (www.bseindia.com and www.nseindia.com)

Notice or intimation of allocation of the Equity Shares sent to Anchor Investors, who have
been allocated the Equity Shares, after the Anchor Investor Bid/Offer Period

% 525 per Equity Share, being the higher end of the Price Band, above which the Offer Price
and the Anchor Investor Offer Price will not be finalised and above which no Bids will be
accepted

Agreement dated August 26, 2022 as amended by the amendment agreement dated September
2, 2022 amongst our Bank, the BRLMSs, Syndicate Members, the Bankers to the Offer and
Registrar to the Offer, inter alia, for collection of the Bid Amounts from Anchor Investors,
transfer of funds to the Public Offer Account, transfer of funds from the Public Offer Account
and where applicable, refunds of the amounts collected from Bidders, on the terms and
conditions thereof

Client identification number maintained with one of the Depositories in relation to demat
account

A depository participant as defined under the Depositories Act, 1996 registered with SEBI and
who is eligible to procure Bids at the Designated CDP Locations in terms of circular no.
CIR/CFD/POLICYCELL/11/2015 dated November 10, 2015 issued by SEBI as per the list
available on the websites of BSE and NSE, as updated from time to time

Offer Price, finalised by our Bank, in consultation with the BRLMs. Only Retail Individual
Bidders Bidding in the Retail Portion were entitled to Bid at the Cut-off Price. QIBs and Non-
Institutional Bidders were not entitled to Bid at the Cut-off Price

Such branches of the SCSBs which collected the ASBA Formes, a list of which is available on
the website of SEBI at



http://www.bseindia.com/
http://www.nseindia/

Term

Description

Designated CDP
Locations

Demographic Details

Designated Date

Designated
Intermediary(ies)

Designated RTA
Locations

Designated Stock

Exchange

Draft Red Herring
Prospectus/ DRHP

Eligible NRI(s)

Escrow Account

Escrow Collection Bank

First or sole Bidder

Floor Price

Fraudulent Borrower
Fresh Issue

Fugitive Economic
Offender

General Information
Document/ GID

Motilal Oswal
NBFC
Net Proceeds

Net QIB Portion
Non-Institutional
Bidders/ Non-
Institutional Investors

https://www.sebi.gov.in/sebiweb/other/OtherAction.do?doRecognised=yes or at such other
website as may be prescribed by SEBI from time to time

Such centres of the CDPs where ASBA Bidders could submit the ASBA Forms. The details
of such Designated CDP Locations, along with the names and contact details of the CDPs are
available on the respective websites of the Stock Exchanges (www.bseindia.com and
www.nseindia.com) and updated from time to time

The details of the Bidders including the Bidder’s address, name of the Bidder’s father/husband,
investor status, occupation, and bank account details and UPI ID, as applicable

The date on which the Escrow Collection Bank transfers funds from the Escrow Account to
the Public Offer Account or the Refund Account, as the case may be, and the instructions are
issued to the SCSBs (in case of UPI Bidders using UPI Mechanism, instruction issued through
the Sponsor Bank(s)) for the transfer of amounts blocked by the SCSBs in the ASBA Accounts
to the Public Offer Account or the Refund Account, as the case may be, in terms of the Red
Herring Prospectus and this Prospectus following which Equity Shares will be Allotted in the
Offer

In relation to ASBA Forms submitted by RIBs by authorising an SCSB to block the Bid
Amount in the ASBA Account, Designated Intermediaries shall mean SCSBs. In relation to
ASBA Forms submitted by UPI Bidders where the Bid Amount will be blocked upon
acceptance of UPI Mandate Request by such UPI Bidder using the UPI Mechanism,
Designated Intermediaries shall mean Syndicate, sub-syndicate/agents, Registered Brokers,
CDPs, SCSBs and RTAs.

In relation to ASBA Forms submitted by QIBs and Non-Institutional Bidders, Designated
Intermediaries shall mean Syndicate, Sub-Syndicate/ agents, SCSBs, Registered Brokers, the
CDPs and RTAs

Such centres of the RTAs where Bidders (except Anchor Investors) could submit the Bid cum
Application Forms. The details of such Designated RTA Locations, along with the names and
contact details of the RTAs are available on the respective websites of the Stock Exchanges
(www.nseindia.com and www.bseindia.com) and updated from time to time

BSE

The draft red herring prospectus dated September 4, 2021 issued in accordance with the SEBI
ICDR Regulations, which did not contain complete particulars of the price at which the Equity
Shares will be Allotted and the size of the Offer

NRI(s) from jurisdictions outside India where it is not unlawful to make an Offer or invitation
under the Offer and in relation to whom the ASBA Form and the Red Herring Prospectus
constituted an invitation to subscribe to or to purchase the Equity Shares

Accounts opened with the Escrow Collection Bank and in whose favour the Anchor Investors
transferred money through NACH/direct credit/NEFT/RTGS in respect of the Bid Amount
when submitting a Bid

The Bank which is a clearing member and registered with SEBI as a banker to an issue under
the Securities and Exchange Board of India (Bankers to an Issue) Regulations, 1994 and with
whom the Escrow Account has been opened, in this case being Axis Bank Limited

Bidder whose name has been mentioned in the Bid cum Application Form or the Revision
Form and in case of joint Bids, whose name shall also appear as the first holder of the
beneficiary account held in joint names

% 500 per Equity Share being the lower end of the Price Band, not being less than the face
value of Equity Shares, at or above which the Offer Price and the Anchor Investor Offer Price
will be finalised and below which no Bids were accepted

Fraudulent borrower as defined under Regulation 2(1)(lll) of the SEBI ICDR Regulations
Fresh issue of 15,840,000 Equity Shares aggregating to X 8,078.40* million by our Bank.

* Subject to finalisation of the Basis of Allotment

An individual who is declared a fugitive economic offender under Section 12 of the Fugitive
Economic Offenders Act, 2018

The General Information Document for investing in public issues prepared and issued in
accordance with the SEBI circular no. SEBI/HO/CFD/DIL1/CIR/P/2020/37 dated March 17,
2020 and the UPI Circulars, as amended from time to time. The General Information
Document shall be available on the websites of the Stock Exchanges and the BRLMs

Motilal Oswal Investment Advisors Limited

Non-banking financial company

Proceeds of the Fresh Issue less the Offer expenses. For further details regarding the use of the
Net Proceeds and the Offer expenses, see “Objects of the Offer” beginning on page 81

The QIB Portion less the number of Equity Shares allocated to the Anchor Investors

All Bidders that are not QIBs or Retail Individual Bidders and who have Bid for Equity Shares
for an amount of more than % 200,000 (but not including NRIs other than Eligible NRIs)



http://www.bseindia.com/

Term

Description

Non-Institutional Portion

Non-Resident
Offer
Offer Agreement

Offer Price

Offer Proceeds

Price Band

Pricing Date

Prospectus

Public Offer Account

Public Offer Account
Bank

QIB Portion

Qualified Institutional
Buyers/ QIBs/ QIB
Bidders

Red Herring Prospectus/
RHP

Refund Account
Refund Bank

Registered Brokers

Registrar Agreement
Reqgistrar/ Share Transfer
Agents/ RTAs

Registrar to the Offer/
Registrar

Portion of the Offer being not more than 15% of the Offer consisting of 2,376,000" Equity
Shares which was available for allocation to Non-Institutional Bidders, of which one-third
portion was reserved for applicants with application size of more than % 200,000 and up to
1,000,000 and two-thirds portion was reserved for applicants with application size of more
than ¥ 1,000,000, provided that the unsubscribed portion in either of such sub-categories may
have been allocated to applicants in the other subcategory of Non-Institutional Investors,

subject to valid Bids being received at or above the Offer Price
"Subject to finalisation of the Basis of Allotment

Person resident outside India, as defined under FEMA

The initial public offer of Equity Shares comprising the Fresh Issue.

Agreement dated September 4, 2021 as amended by the amendment agreement dated August
19, 2022 entered amongst our Bank and the BRLMSs, pursuant to which certain arrangements
have been agreed to in relation to the Offer

¥ 510 per Equity Share, being the final price at which Equity Shares will be Allotted to ASBA
Bidders in terms of the Red Herring Prospectus and this Prospectus. Equity Shares will be
Allotted to Anchor Investors at the Anchor Investor Offer Price, which was decided by our
Bank in consultation with the BRLMSs in terms of the Red Herring Prospectus and this
Prospectus. The Offer Price was decided by our Bank, in consultation with the BRLMs, on the
Pricing Date in accordance with the Book Building Process and the Red Herring Prospectus
The proceeds of the Fresh Issue which shall be available to our Bank. For further information
about use of the Offer Proceeds, see “Objects of the Offer” beginning on page 81

Price band of a minimum price of T 500 per Equity Share (Floor Price) and the maximum price
of T 525 per Equity Share (Cap Price)

September 8, 2022, being the date on which our Bank, in consultation with the BRLMs,
finalised the Offer Price

This Prospectus dated September 8, 2022 to be filed with the RoC on or after the Pricing Date
in accordance with Section 26 of the Companies Act, 2013, and the SEBI ICDR Regulations
containing, inter alia, the Offer Price, the size of the Offer and certain other information,
including any addenda or corrigenda thereto

Bank account opened with the Public Offer Account Bank, under Section 40(3) of the
Companies Act, 2013 to receive monies from the Escrow Accounts and ASBA Accounts on
the Designated Date

A bank which is a clearing member and registered with SEBI as a banker to an issue and with
which the Public Offer Account has been opened, in this case being Axis Bank Limited

The portion of the Offer (including the Anchor Investor Portion) being not less than 75% of
the Offer consisting of 11,880,000 Equity Shares which shall be allotted to QIBs (including
Anchor Investors), subject to valid Bids being received at or above the Offer Price or Anchor

Investor Offer Price (for Anchor Investors)
~Subject to finalisation of the Basis of Allotment

Qualified institutional buyers as defined under Regulation 2(1)(ss) of the SEBI ICDR
Regulations

The Red Herring Prospectus dated August 26, 2022 issued in accordance with Section 32 of
the Companies Act, 2013 and the provisions of the SEBI ICDR Regulations, which does not
have complete particulars of the Offer Price and the size of the Offer, read together with the
addendum to the Red Herring Prospectus — Notice to Investors dated August 29, 2022 and
second addendum to the Red Herring Prospectus — Notice to Investors dated September 5,
2022

Account opened with the Refund Bank, from which refunds, if any, of the whole or part of the
Bid Amount to the Bidders shall be made

Bankers to the Offer and with whom the Refund Account has been opened, in this case being
Axis Bank Limited and HDFC Bank Limited

Stock brokers registered under SEBI (Stock Brokers) Regulations, 1992, as amended with the
Stock Exchanges having nationwide terminals, other than the BRLMs and the Syndicate
Members and eligible to procure Bids in terms of Circular No. CIR/ CFD/ 14/ 2012 dated
October 4, 2012 issued by SEBI

Agreement dated August 27, 2021 as amended by the amendment agreement dated August 19,
2022 entered by and amongst our Bank and the Registrar to the Offer, in relation to the
responsibilities and obligations of the Registrar to the Offer pertaining to the Offer

Registrar and share transfer agents registered with SEBI and eligible to procure Bids at the
Designated RTA Locations as per the list available on the websites of BSE and NSE, and the
UPI Circulars

Link Intime India Private Limited




Term

Description

Retail Individual
Bidder(s)/ RIB(s)

Retail Portion

Revision Form

SBICAP
Self-Certified Syndicate
Bank(s)/ SCSB(s)

Specified Locations
Sponsor Banks

Syndicate/  Members of
the Syndicate
Syndicate Agreement

Syndicate Members
Systemically

NBFC
Underwriters

Important

Underwriting Agreement
UPI
UPI Bidders

UPI Circulars

Individual Bidders, who have Bid for the Equity Shares for an amount not more than X 200,000
in any of the bidding options in the Offer (including HUFs applying through their Karta and
Eligible NRIs)

Portion of the Offer being not more than 10% of the Offer consisting of 1,584,000 Equity
Shares which shall be available for allocation to Retail Individual Bidders (subject to valid

Bids being received at or above the Offer Price)
"Subject to finalisation of the Basis of Allotment

Form used by the Bidders to modify the quantity of the Equity Shares or the Bid Amount in
any of their ASBA Form(s) or any previous Revision Form(s), as applicable.

QIB Bidders and Non-Institutional Bidders were not allowed to withdraw or lower their Bids
(in terms of quantity of Equity Shares or the Bid Amount) at any stage. Retail Individual
Bidders could revise their Bids during the Bid/Offer Period and withdraw their Bids until
Bid/Offer Closing Date

SBI Capital Markets Limited

The banks registered with SEBI, offering services (i) in relation to ASBA (other than through
UPI Mechanism), a list of which is available on the website of SEBI at
https://www.sebi.gov.in/sebiweb/other/OtherAction.do?doRecognisedFpi=yes&intmld=34 or
https://www.sebi.gov.in/sebiweb/other/OtherAction.do?doRecognisedFpi=yes&intmId=35,
as applicable, or such other website as updated from time to time, and (ii) in relation to ASBA
(through UPI Mechanism), a list of which is available on the website of SEBI at
https://sebi.gov.in/sebiweb/other/OtherAction.do?doRecognisedFpi=yes&intmld=40 or such
other website as may be prescribed by SEBI and updated from time to time

Bidding Centres where the Syndicate shall accept ASBA Forms from Bidders

Axis Bank Limited and HDFC Bank Limited, being Bankers to the Offer, have been appointed
by our Bank to act as a conduit between the Stock Exchanges and NPCI in order to push the
mandate collect requests and / or payment instructions of the UPI Bidders using the UPI and
carry out other responsibilities, in terms of the UPI Circulars

Together, the BRLMs and the Syndicate Members

Agreement dated August 26, 2022 to be entered amongst our Bank, the BRLMs and the
Syndicate Members, in relation to collection of Bids by the Syndicate

Intermediaries registered with SEBI who are permitted to carry out activities as an underwriter,
namely, Investec Capital Services (India) Private Limited, Motilal Oswal Financial Services
Limited and SBICAP Securities Limited

Systemically important non-banking financial company as defined under Regulation 2(1)(iii)
of the SEBI ICDR Regulations

Axis Capital Limited, Motilal Oswal Investment Advisors Limited, SBI Capital Markets
Limited, Investec Capital Services (India) Private Limited, Motilal Oswal Financial Services
Limited and SBICAP Securities Limited

Agreement entered into amongst our Bank and the Underwriters on September 8, 2022
Unified payments interface which is an instant payment mechanism, developed by NPCI
Collectively, individual investors who applied as (i) Retail Individual Bidders in the Retail
Portion; and (ii) Non-Institutional Bidders with an application size of up to X 500,000 in the
Non-Institutional Portion, and Bidding under the UPI Mechanism through ASBA Form(s)
submitted with Syndicate Members, Registered Brokers, Collecting Depository Participants
and Registrar and Share Transfer Agents.

Pursuant to Circular no. SEBI/HO/CFD/DIL2/P/CIR/P/2022/45 dated April 5, 2022 issued by
SEBI, all individual investors applying in public issues where the application amount is up to
% 500,000 shall use UPI and shall provide their UPI ID in the bid-cum-application form
submitted with: (i) a syndicate member, (ii) a stock broker registered with a recognized stock
exchange (whose name is mentioned on the website of the stock exchange as eligible for such
activity), (iii) a depository participant (whose name is mentioned on the website of the stock
exchange as eligible for such activity), and (iv) a registrar to an issue and share transfer agent
(whose name is mentioned on the website of the stock exchange as eligible for such activity)

SEBI circular no. CFD/DIL2/CIR/P/2018/22 dated February 15, 2018, SEBI circular no.

SEBI/HO/CFD/DIL2/CIR/P/2018/138 dated November 1, 2018, SEBI circular no.
SEBI/HO/CFD/DIL2/CIR/P/2019/50 dated April 3, 2019, SEBI circular no.
SEBI/HO/CFD/DIL2/CIR/P/2019/76 dated June 28, 2019, SEBI circular no.
SEBI/HO/CFD/DIL2/CIR/P/2019/85 dated July 26, 2019 SEBI circular no.
SEBI/HO/CFD/DCR2/CIR/P/2019/133 dated November 8, 2019, SEBI circular no.
SEBI/HO/CFD/DIL2/CIR/P/2020/50 dated March 30, 2020, SEBI circular no.
SEBI/HO/CFD/DIL2/CIR/P/2021/2480/1/M dated March 16, 2021, SEBI circular no.
SEBI/HO/CFD/DIL1/CIR/P/2021/47 dated March 31, 2021, SEBI circular no.
SEBI/HO/CFD/DIL2/P/CIR/2021/570 dated June 2, 2021, SEBI circular no.




Term

Description

UPI ID
UPI Mandate Request

UPI Mechanism

Working Day(s)

SEBI/HO/CFD/DIL2/CIR/P/2022/45 dated April 5, 2022, SEBI circular no.
SEBI/HO/CFD/DIL2/CIR/P/2022/51 dated April 20, 2022, SEBI circular no
SEBI/HO/CFD/DIL2/P/CIR/2022/75 dated May 30, 2022 and any subsequent circulars or
notifications issued by SEBI in this regard.

ID created on the UPI for single-window mobile payment system developed by the NPCI

A request (intimating the UPI Bidder by way of a notification on the UPI application and by
way of a SMS for directing the UPI Bidder to such UPI mobile application) to the UPI Bidder
initiated by the Sponsor Bank(s) to authorise blocking of funds on the UPI application
equivalent to Bid Amount and subsequent debit of funds in case of Allotment

Process for applications by UPI Bidders submitted with intermediaries with UPI as mode of
payment, in terms of the UPI Circulars

All days on which commercial banks in Mumbai, India are open for business, provided
however, for the purpose of announcement of the Price Band and the Bid/Offer Period,
“Working Day” meant all days, excluding all Saturdays, Sundays and public holidays on which
commercial banks in Mumbai, India are open for business and the time period between the
Bid/Offer Closing Date and listing of the Equity Shares on the Stock Exchanges, “Working
Days” shall mean all trading days excluding Sundays and bank holidays in India, as per the
circulars issued by SEBI

Technical/Industry Related Terms

Term Description
AML Anti- Money Laundering
ANBC Adjusted Net Bank Credit
ATM Automated Teller Machine
AUM Asset under management
BC Business Correspondent
CASA Current Account and Savings Account
CBLO Collateralized Borrowing on Lending Obligation
CCB Capital Conservation Buffer
CFT Combating Financing of Terrorism
Cost of deposit Interest paid on deposit divided by fortnightly average of the deposit balances
Cost of Funds Cost of funds is interest expended divided by total average interest bearing liabilities calculated
on the basis of quarterly average
CRAR Capital-to-Risk Weighted Asset Ratio
CRISIL Report The report titled “Banking Industry in India” dated August 2022
CRR Cash Reserve Ratio
DTL Demand and Time Liabilities
FEDAI Foreign Exchange Dealers’ Association of India
Fl Financial Institutions
FITL Funded Interest Term Loan
FMR-1(1) Fraud Monitoring Return
GNPA Gross Non-Performing Asset
GPRS General Packet Radio Services
Gross Advances Gross advances includes on-book advances (net off advance collections and interest due)
HTM Held to Maturity
HQLA High Quality Liquid Assets
LAP Loan against property
LCR Liquidity Coverage Ratio
LTRO Long Term Repo Operations
MCLR Marginal Cost of Funds based Lending Rate
MSME Micro, small and medium enterprises
NDTL Net Demand and Time Liabilities

Net Interest Income
Net Interest Margin

NNPA

NPA

NPS

NSFR

Ombudsman Scheme
Peer(s)

POS

Net Interest Income is difference of interest earned and interest expended.

Net Interest Margin is the difference of interest earned and interest expended divided by the
average interest-earning assets calculated on the basis of quarterly average balances

Net Non-Performing Asset

Non-Performing Asset

National Pension Scheme

Net Stable Funding Ratio

The Integrated Banking Ombudsman Scheme, 2021

All listed old private sector banks with Total Business size of at least ¥ 200,000,000,000
Point of Service



Term

Description

PMLA
PSL

RBI
Guidelines
RDDBFI Act
TREPS

S4A

SDR

SLR

Spread

Total Business
UFCE

Compensation

Prevention of Money Laundering Act, 2002

Priority Sector Lending

Guidelines on Compensation of Whole Time Directors/ Chief Executive Officers/ Material
Risk Takers and Control Function Staff issued by the RBI on November 4, 2019
The Recovery of Debts Due to Banks and Financial Institutions Act, 1993
Overnight Triparty Repo Dealing Settlement

Scheme for Sustainable Structuring of Stressed Assets

Strategic Debt Restructuring

Statutory Liquidity Ratio

Spread is difference between yield on advances and Cost of Funds

Sum of gross deposits and advances, including CASA

Unhedged Foreign Currency Exposure

Conventional and General Terms or Abbreviations

Term

Description

Z/Rs./Rupees/INR

AlF

Banking Regulation Act
BFSI

BSE

CAGR

Category | AIF

Category Il AlF
Category Il FPIs
Category 111 AIF

CDSL

CFO

CIN

Companies Act/
Companies Act, 2013
Companies Act, 1956

COVID-19

CPA
Depositories
Depositories Act
DIN

DPIT

DP ID

DP/ Depository
Participant
EBITDA

EGM

EPS

FDI

FDI Policy
FEMA

FEMA Non-debt
Instruments Rules
FEMA Regulations

FMCG

Indian Rupees

Alternative Investments Fund

Banking Regulation Act, 1949, as amended

Banking, Financial Services and Insurance

BSE Limited

Compound annual growth rate (as a %): (End Year Value/Base Year Value)* (1/No. of years
between Base year and end year) — 1 (* denotes ‘raised to’)

AlIFs who are registered as “Category I Alternative Investment Funds” under the SEBI AlF
Regulations

AlIFs who are registered as “Category II Alternative Investment Funds” under the SEBI AIF
Regulations

FPIs who are registered as “Category II Foreign Portfolio Investors” under the SEBI FPI
Regulations

AlIFs who are registered as “Category III Alternative Investment Funds” under the SEBI AIF
Regulations

Central Depository Services (India) Limited

Chief Financial Officer

Corporate Identity Number

Companies Act, 2013, to the extent in force pursuant to the notification of the Notified Sections
along with the relevant rules, clarifications and modifications made therein

Companies Act, 1956 (without reference to the provisions thereof that have ceased to have
effect upon the notification of the Notified Sections) along with the relevant rules made
thereunder

The novel coronavirus disease which was declared as a Public Health Emergency of
International Concern on January 30, 2020, and a pandemic on March 11, 2020, by the World
Health Organisation

Consumer Protection Act, 2019

NSDL and CDSL

Depositories Act, 1996

Director Identification Number

Department for Promotion of Industry and Internal Trade, Ministry of Commerce and Industry,
Government of India (earlier known as the Department of Industrial Policy and Promotion)
Depository Participant Identification

Depository participant as defined under the Depositories Act

Earnings before interest (net), taxes, depreciation and amortisation

Extraordinary General Meeting

Earnings Per Share

Foreign Direct Investment

Consolidated FDI Policy issued by the DPIIT (FDI Division), effective from October 15, 2020
Foreign Exchange Management Act, 1999, read with rules and regulations there under
Foreign Exchange Management (Non-debt Instruments) Rules, 2019

The FEMA Non-debt Instruments Rules, the Foreign Exchange Management (Mode of
Payment and Reporting of Non Debt Instruments) Regulations, 2019 and the Foreign Exchange
Management (Debt Instruments) Regulations, 2019, as applicable

Fast-Moving Consumer Goods




Term

Description

Financial Year/ Fiscal/
FY

FIR

FPI(s)

FVCI(s)

Gazette

Gol/ Government/
Central Government
GST

High Court of Madras
HUF

IBC

ICAI

IFRS

IFSC

Income Tax Act

Ind AS/ Indian
Accounting Standards
India

Indian GAAP/ IGAAP

IPC

IST

IT

IT Act

KYC

Listing Regulations

MCA
MICR
Mutual Fund (s)

N/A/ N.A.
NACH

NCLT

NBFC

NAV

NEFT

NIM

Notified Sections
NPCI

NRI

NRE Account
NRO Account
NSDL

NSE
OCB/Overseas
Corporate Body

Unless stated otherwise, the period of 12 months ending March 31 of that particular year

First Information Report

Foreign portfolio investors as defined under the SEBI FP1 Regulations

Foreign venture capital investors as defined and registered under the SEBI FVCI Regulations
Gazette of India

Government of India

Goods and services tax

High Court of Judicature at Madras

Hindu undivided family

Insolvency and Bankruptcy Code, 2016

Institute of Chartered Accountants of India

International Financial Reporting Standards

Indian Financial System Code

Income Tax Act, 1961

Indian Accounting Standards notified under Section 133 of the Companies Act, 2013 read with
the Companies (Indian Accounting Standards) Rules, 2015

Republic of India

Accounting standards notified under section 133 of the Companies Act, 2013 read with
Companies (Accounting Standards) Rules 2006 (as amended) and the Companies (Accounts)
Rules, 2014 in so far as they apply to our Bank, applicable requirements of the Banking
Regulation Act and guidelines and directions issued by the RBI from time to time

Indian Penal Code, 1860

Indian Standard Time

Information Technology

The Income Tax Act, 1961

Know your customer

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

Ministry of Corporate Affairs

Magnetic Ink Character Recognition

Mutual Fund(s) means mutual funds registered under the SEBI (Mutual Funds) Regulations,
1996

Not applicable

National Automated Clearing House

National Company Law Tribunal

Non-banking financial company

Net Asset Value

National Electronic Funds Transfer

Net Interest Margin

The sections of the Companies Act, 2013 that were notified by the Ministry of Corporate Affairs
National Payments Corporation of India

Person resident outside India, who is a citizen of India or a person of Indian origin, and shall
have the meaning ascribed to such term in the Foreign Exchange Management (Deposit)
Regulations, 2016 or an overseas citizen of India cardholder within the meaning of section 7(A)
of the Citizenship Act, 1955

Non-resident external rupee account

Non-resident ordinary account

National Securities Depository Limited

National Stock Exchange of India Limited

A company, partnership, society or other corporate body owned directly or indirectly to the
extent of at least 60% by NRIs including overseas trusts, in which not less than 60% of the
beneficial interest is irrevocably held by NRIs directly or indirectly and which was in existence
on October 3, 2003 and immediately before such date had taken benefits under the general
permission granted to OCBs under FEMA. OCBs are not allowed to invest in the Offer

p.a. Per annum

P/E Price/earnings

P/E Ratio Price/earnings ratio

PAN Permanent account number

PAT Profit after tax

RBI Reserve Bank of India

RBI Act Reserve Bank of India Act, 1934

Repo Re-purchase option rate; the annual rate at which RBI lends to other banks in India




Term Description
Regulation S Regulation S under the U.S. Securities Act
RoNW Return on Net Worth
RTGS Real Time Gross Settlement
SARFAESI Securitization and Reconstruction of Financial Assets and Enforcement of Security Interest Act,
2002
SCRA Securities Contracts (Regulation) Act, 1956
SCRR Securities Contracts (Regulation) Rules, 1957
SEBI Securities and Exchange Board of India constituted under the SEBI Act
SEBI Act Securities and Exchange Board of India Act, 1992

SEBI AIF Regulations
SEBI FPI Regulations
SEBI FVCI Regulations
SEBI ICDR
Regulations

SEBI Merchant Bankers
Regulations

SEBI Takeover
Regulations

SEBI VCF Regulations

State Government
Stock Exchanges
STT

U.S. GAAP

U.S. Securities Act
U.S./USA/United States
USD/US$

VCFs

Wilful Defaulter

Securities and Exchange Board of India (Alternative Investments Funds) Regulations, 2012
Securities and Exchange Board of India (Foreign Portfolio Investors) Regulations, 2019
Securities and Exchange Board of India (Foreign Venture Capital Investors) Regulations, 2000
Securities and Exchange Board of India (Issue of Capital and Disclosure Requirements)
Regulations, 2018

SEBI (Merchant Bankers) Regulations, 1992

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

Securities and Exchange Board of India (Venture Capital Fund) Regulations, 1996 as repealed
pursuant to the SEBI AIF Regulations

The government of a state in India

BSE and NSE

Securities transaction tax

Generally Accepted Accounting Principles (as adopted by the U.S. Securities and Exchange
Commission)

U.S. Securities Act of 1933, as amended

United States of America

United States Dollars

Venture Capital Funds as defined in and registered with SEBI under the SEB AIF Regulations
Wilful defaulter as defined under Regulation 2(1)(Ill) of SEBI ICDR Regulations
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OFFER DOCUMENT SUMMARY

The following is a general summary of the terms of the Offer, certain disclosures included in this Prospectus and
is not exhaustive, nor does it purport to contain a summary of all the disclosures in this Prospectus or all details
relevant to prospective investors. This summary should be read in conjunction with, and is qualified in its entirety
by, the more detailed information appearing elsewhere in this Prospectus, including “Risk Factors”, “The Offer”,
“Capital Structure ”, “Objects of the Offer ”, “Industry Overview ”, “Our Business”, “Outstanding Litigation and
Material Developments”, “Offer Procedure” and “Description of Equity Shares and Terms of Articles of

Association” beginning on pages 20, 59, 72, 81, 90, 113, 294, 326 and 344, respectively.
Summary of our primary business and the industry in which we operate

We are one of the oldest and leading old private sector banks in India with a history of almost 100 years (Source:
CRISIL Report). We offer a wide range of banking and financial services primarily to micro, small and medium
enterprises, agricultural and retail customers. As of March 31, 2022, we have 509 branches, of which 106 branches
are in rural, 247 in semi-urban, 80 in urban and 76 in metropolitan centres. As of March 31, 2022, our overall
customer base was approximately 5.08 million of which 79.78% comprised customers who had been associated
with us for over five years.

Summary of the industry in which we operate

The Indian banking sector is significantly under-penetrated which provides immense opportunities for banks and
other financial institutions. The banking sector enjoyed healthy deposit growth of ~10% CAGR between Fiscals
2015 and 2020. Traditionally, public banks have accounted for the major proportion of the banking credit
outstanding. However, low profitability, weak capital position, low operational efficiency, and increase in stressed
loans in the past few years led to slowdown in their loan growth. As a result, public banks gradually lost market
share to private banks, which were relatively well capitalised and had higher degree of operational efficiency.

Our Promoter

Our Bank is a professionally managed bank and does not have an identifiable promoter or promoter group in terms
of SEBI ICDR Regulations and the Companies Act, 2013.

Offer Size

Fresh Issue of 15,840,000 Equity Shares aggregating to ¥8,078.40* million by our Bank. The Offer constituted
10.00% of the post Offer paid up Equity Share capital of our Bank.

* Subject to finalization of the Basis of Allotment

For further details of the Offer, see “The Offer” and “Offer Structure” on pages 59 and 322, respectively.

Objects of the Offer
Particular Amount (in % million)
Augmenting our Bank’s Tier-I capital base to meet its future capital requirements 7,650.14

For details, see “Objects of the Offer” beginning on page 81.

Summary of Restated Financial Statements

The following details of our capital, net worth, the net asset value per Equity Share and total borrowings for
Fiscals 2022, 2021, 2020, are derived from the Restated Financial Statements:

(2 in million, except per share data)

Particulars As at March 31,
2022 2021 2020
Equity Share capital 1,425.11 1,425.11 1,425.11
Net worth* 53,357.06 45,799.82 39,796.46
Net asset value per Equity Share** 374.41 321.38 279.25
Total borrowings 0 0 3,240

*Capital + Reserves
** Net worth at the end of the period / Total number of Equity Shares outstanding at the end of period
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The following details of our total income, net profit and earnings per Equity Share (basic and diluted) for the
Fiscals 2022, 2021, 2020, are as per the Restated Financial Statements:

(Z in million, except per share data)

Particulars As at March 31,
2022 2021 2020
Total Income 46,564.35 42,534.02 39,925.29
Net Profit / (Loss) 8,219.09 6,033.29 4,076.94
Earnings per Equity Share
- Basic (in %) 57.67 42.34 28.61
- Diluted (in 3) 57.67 42.34 28.61

Qualifications of the Joint Statutory Central Auditors, which have not been given effect to in the Restated
Financial Statements

There are no auditor qualifications, which have not been given effect to in the Restated Financial Statements.
Summary of Outstanding Legal Proceedings

A summary of outstanding litigation or legal proceedings involving our Bank and our Directors as of the date of
this Prospectus is provided below:

Name of Entity Criminal Tax Statutory Disciplinary Material Aggregate
Proceedings  Proceedings or actions by Civil amount
Regulatory the SEBI or Litigation involved (R
Proceedings Stock in million)
Exchanges

Bank*

Against our Bank 1 20 12 - 398 40,662.37*

By our Bank 317 - - - 5,207** 62,189.84**

Directors

Against our 1 - 2 - - 5.00

Directors

By our Directors - - - - - -
* Total amount involved to the tune of ¥ 10,373.97 million under show cause notice dated November 9, 2017 issued by the Directorate of
Enforcement not included, since adjudication is not completed.
** |n certain instances we have initiated proceedings under SARFAESI, IBC and before DRT/civil courts against a single defaulting borrower.
#The Bank is also involved in 32 legal proceedings involving Equity Shares of the Bank, the amount of which is not determinable. For details,
see “Outstanding Litigation and Material Developments — Litigation involving Equity Shares of our Bank ” on page 294.

For details, see “Outstanding Litigation and Material Developments” beginning on page 294.

Pursuant to the order of the Directorate of Enforcement dated August 14, 2020, we have made a provision of 2
169.98 million in Fiscal 2021 in the Financial Statements, in the event we are required to pay the penalty imposed
by the Directorate of Enforcement which has also been noted by our Joint Statutory Central Auditors as ‘emphasis
of matter’ in the Restated Financial Statements. For details, see “Financial Statements — Annexure 21 — J
Miscellaneous (ii)” and “Financial Statements — Annexure 22 — Part B” on pages 243 and 262, respectively. Our
Bank currently has not made a provision in respect of the November 9, 2017 show cause notice in the financials
of the Bank. In addition, we have set aside provisions for legal claims, other than recovery related cases,
aggregating to ¥ 11.63 million for Fiscal 2022 when payments associated with claims become probable and the
costs can be reasonably estimated. Further, we have set aside provisions amounting to % 5.71 million, X 50.12
million and % 37.50 million for legal cases at various consumer fora, legal cases relating to fraud and claims/ cases
by suspended staff.

Summary of Contingent Liabilities of our Bank

As of March 31, 2022, our contingent liabilities, as provided for in our Restated Financial Statements, are as
follows:
(in < million)

S. Particulars As at March 31, 2022

No.

1. Claims not acknowledged as debts 1,353.21
2. Liability on account of outstanding forward exchange contracts 66,433.60
3. Guarantee given on behalf of constituents in India 11,392.25
4. Acceptances, endorsements and other obligations 7,686.93
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S. Particulars As at March 31, 2022

5. Estimated amount of contracts remaining to be executed on capital account not 1,110.96
provided for and liable under DEAF
6. Total: 87,976.95

For details on the contingent liabilities of our Bank as reported in the Restated Financial Statements, see
“Financial Statements” beginning on page 200.

Risk Factors
Our top ten risk factors are as follows:

1. 37.73% of our paid-up equity share capital or 53.76 million Equity Shares are subject to outstanding
legal proceedings which are pending at various forums and, in connection with which, proceedings
against our Bank have been initiated by various regulatory authorities, including the RBI, the Directorate
of Enforcement, some of whom have imposed and sought to impose penalties on us in the past. We
cannot assure you that these matters will be resolved in a timely manner or at all and any adverse
developments in such proceedings could result in the imposition of injunctions or penalties or require us
to incur significant costs to contest any of which could have a material impact on our reputation, business,
financial condition and results of operation;

2. Our business, reputation and financial results could be impacted by adverse results in legal proceedings.
We have also issued notices and initiated various recovery proceedings against defaulting borrowers
under the SARFAESI Act and failure by such borrowers to repay the outstanding borrowings pursuant
to such notices and proceedings may adversely affect our business. We are also susceptible to operational
risks, including fraud, petty theft, negligence and embezzlement by our employees or our customers,
which could harm our results of operations and financial position;

3. We have received and may in the future receive multiple anonymous whistle blower complaints, which
may adversely affect our reputation which could consequently adversely impact our business, financial
condition and results of operation;

4. Our former director has filed a writ petition before the High Court of Madras seeking to prevent our Bank
from undertaking the Offer, and we have received multiple complaints from former directors and
shareholders of the Bank regarding disclosures in the Draft Red Herring Prospectus and invitations to
participate in the offer for sale, any or all of which could harm us by impairing our ability to retain clients,
subject us to significant legal liability, cause reputational harm or prevent us from proceeding with this
Offer;

5. We have regional concentration in southern India, especially Tamil Nadu. Any adverse change in the
economic, political, or geographical conditions of Tamil Nadu and other states in which we operate can
impact our results of operations;

6. Our Bank is subject to stringent regulatory requirements and prudential norms and our inability to comply
with such laws, regulations and norms may have an adverse effect on our business, results of operations,
financial condition and cash flows;

7. Our contingent liabilities exceed our net worth, which, if they materialize, may adversely affect our
results of operations, financial condition and cash flows;

8. We are subject to supervision and inspection by authorities such as the RBI. Any adverse observations
from RBI or non-compliance with RBI inspection/ observations or other regulatory requirements could
have an adverse effect on our business, financial condition, results of operation and cash flows;

8A. The COVID-19 pandemic has had and may continue to have certain adverse effects on our business,
operations, cash flows and financial condition and the continuing impacts of COVID-19 are
unpredictable and cannot be predicted. The Joint Statutory Central Auditors have also noted the impact
of COVID-19 pandemic as ‘emphasis of matter’ in the Restated Financial Statements;

9. Prospective Investors will not, without prior RBI approval, be able to acquire Equity Shares if such
acquisition would result in an individual or group holding 5.00% or more of our share capital or voting
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rights; you may not be able to exercise voting rights in excess of 26.00% of the total voting rights of our
Bank;

10. We have had negative cash flows in the past and may continue to have negative cash flows in the future.
For further details in relation to certain risks applicable to us, see “Risk Factors” beginning on page 20.
Summary of Related Party Transactions

A summary of related party transactions as per the requirements under Indian GAAP “Related Party Disclosures”
issued by the ICAI, read with the SEBI ICDR Regulations entered into by our Bank with related parties as at and
for the years ended March 31, 2022, March 31, 2021 and March 31, 2020 are as follows:

(in X million)

Particulars As at March 31,
Nature of transaction Related parties with whom 2022 2021 2020
transactions have taken place
Salary K.V. Rama Moorthy 4.33 4.50 4.50
Bank contribution to provident fund  K.V. Rama Moorthy 0.52 0.54 0.54
Other benefits K.V. Rama Moorthy 0.38 0.24 0.21
Total 5.23 5.28 5.25
Payment made for CSR expenditure  TMB Foundation 37.30 56 174.28

For details on the related party transactions of our Bank as reported in the Restated Financial Statements, see
“Financial Statements” beginning on page 200.

Issuances of Equity Shares made in the last one year for consideration other than cash

Our Bank has not issued any Equity Shares through bonus issue or for consideration other than cash in the one
year preceding the date of this Prospectus.

Financing Arrangements

There have been no financing arrangements whereby our Directors and their relatives have financed the purchase
by any other person of securities of our Bank other than in the normal course of the business of the relevant
financing entity during a period of six months immediately preceding the date of the Draft Red Herring Prospectus,
the Red Herring Prospectus and this Prospectus.

Details of pre-1PO Placement

Our Bank does not contemplate any issuance or placement of Equity Shares by way of pre-Offer Placement from
the date of this Prospectus until the listing of the Equity Shares.

Split or Consolidation of Equity Shares in the last one year

Our Bank has not undertaken a split or consolidation of the Equity Shares in the one year preceding the date of
this Prospectus.

Exemption from complying with any provisions of securities law

Our Bank filed an exemption application dated May 11, 2022 (“Exemption Application”) under Regulation
300(1)(c) of the SEBI ICDR Regulations seeking an exemption in relation to the withdrawal of the offer for sale
of up to 12,505 Equity Shares comprising an offer for sale of up to 5,000 Equity Shares by D. Prem Palanivel, up
to 5,000 Equity Shares by Priya Rajan, up to 1,000 Equity Shares by Prabhakar Mahadeo Bobde, up to 505 Equity
Shares by Narasimhan Krishnamurthy, up to 500 Equity Shares by M. Malliga Rani, and up to 500 Equity Shares
by Subramanian Venkiteshwaran lyer, without filing of a fresh draft offer document in terms of Regulation 25(6)
read with Schedule XVI of the SEBI ICDR Regulations in connection with the Offer. The Exemption Application
has been granted by SEBI by its letter dated May 12, 2022 subject to disclosure of the exemption granted and
inclusion of the following documents as material documents for inspection: (i) Exemption Application; (ii) letter
dated May 12, 2022; (iii) correspondence received from the selling shareholders indicating their intention to
withdraw from the offer for sale; and (iv) the resolution of our Board dated May 11, 2022 taking on record such
withdrawal of the selling shareholders.
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CERTAIN CONVENTIONS, PRESENTATION OF FINANCIAL, INDUSTRY AND MARKET DATA
AND CURRENCY OF PRESENTATION

Certain Conventions

All references in this Prospectus to “India” are to the Republic of India. All references in this Prospectus to the
“U.S.”, “USA” or “United States” are to the United States of America.

Unless indicated otherwise, all references to page numbers in this Prospectus are to the page numbers of this
Prospectus.

Financial Data

Unless stated otherwise or the context otherwise requires, the financial data in this Prospectus is derived from the
Restated Financial Statements. The Restated Financial Statements included in this Prospectus are as at and for the
years ended March 31, 2022, March 31, 2021 and March 31, 2020 and have been prepared in terms of the
requirements of Section 26 of Part | of Chapter 111 of the Companies Act, 2013, the SEBI ICDR Regulations and
the Guidance Note on Reports in Company Prospectuses (Revised 2019) issued by the ICAI, as amended from
time to time. For further details, see “Financial Statements” beginning on page 200.

Our Bank’s Fiscal commences on April 1 of the immediately preceding calendar year and ends on March 31 of
that particular calendar year. Accordingly, all references to a particular fiscal or financial year are to the 12- month
period commencing on April 1 of the immediately preceding calendar year and ending on March 31 of that
particular calendar year.

There are significant differences between the Ind AS, the IFRS, the U.S. GAAP and the Indian GAAP. The
Restated Financial Statements included in this Prospectus have been compiled by the management of our Bank
from the audited financial statements as at and for the years ended March 31, 2022, March 31, 2021 and March
31, 2020 prepared by our Bank in accordance with the applicable accounting standards specified under the Section
133 of the Companies Act, 2013, read with Rule 7 of the Companies (Accounts) Rules, 2014 to the extent
applicable and current practices prevailing in the banking industry in India. Our Bank has not attempted to explain
those differences or quantify their impact on the financial data included in this Prospectus and it is urged that you
consult your own advisors regarding such differences and their impact on our Bank’s financial data. For risks in
this regard, see “Risk Factors — Banking companies in India, are currently required to report financial statements
as per Indian GAAP. However, we may be required to prepare our financial statements in accordance with Ind
AS in the future. Differences exist between Ind AS and Indian GAAP, Which may be material to investors’
assessment of our financial condition. The Ind AS financial information that we may be required to prepare in the
future may not be comparable to the Indian GAAP financial information we currently prepare” on page 37.

Accordingly, the degree to which the financial information included in this Prospectus will provide meaningful
information is entirely dependent on the reader’s level of familiarity with Indian accounting practices. Any
reliance by persons not familiar with accounting standards in India, the Companies Act, 2013 and the SEBI ICDR
Regulations, on the financial disclosures presented in this Prospectus should accordingly be limited. We have not
attempted to quantify the differences between the financial data prepared under IFRS and U.S. GAAP, nor have
we provided a reconciliation thereof. We urge you to consult your own advisors regarding such differences and
their impact on our financial data.

Non-GAAP Financial Measures

Certain non-GAAP financial measures and certain other statistical information relating to our operations and
financial performance have been included in this section and elsewhere in this Prospectus. We compute and
disclose such non-GAAP financial measures and such other statistical information relating to our operations and
financial performance as we consider such information to be useful measures of our business and financial
performance, and because such measures are frequently used by securities analysts, investors and others to
evaluate the operational performance of financial services businesses, many of which provide such non-GAAP
financial measures and other statistical and operational information when reporting their financial results. Such
non-GAAP measures are not measures of operating performance or liquidity defined by generally accepted
accounting principles. These non-GAAP financial measures and other statistical and other information relating to
our operations and financial performance may not be computed on the basis of any standard methodology that is
applicable across the industry and therefore may not be comparable to financial measures and statistical
information of similar nomenclature that may be computed and presented by other banks in India or elsewhere.
These non-GAAP financial measures have been reconciled to their nearest GAAP measure in “Our Business”,
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“Selected Statistical Information”, “Other Financial Information” and “Capitalisation Statement” beginning on
pages 113, 185, 263 and 292, respectively.

Unless the context otherwise indicates, any percentage amounts, as set forth in “Our Business”, “Other Financial
Information” and “Capitalisation Statement” beginning on pages 113, 263 and 292, respectively, and elsewhere
in this Prospectus have been calculated on the basis of our Restated Financial Statements.

Certain figures contained in this Prospectus, including our financial statements, have been subject to rounding-off
adjustments. All decimals have been rounded off to two decimal points. In this Prospectus, any discrepancies in
any table between the sums of the amounts listed in the table and totals are due to rounding off. However, where
any figures that may have been sourced from third-party industry sources are rounded off to other than two decimal
points in their respective sources, such figures appear in this Prospectus as rounded-off to such number of decimal
points as provided in such respective sources.

Industry and Market Data

Unless otherwise indicated, industry and market data used throughout this Prospectus has been obtained or derived
from various industry publications and sources, including the report titled “Banking Industry in India” dated
August 2022, issued by CRISIL, re-appointed by our Bank pursuant to an e-mail dated July 8, 2022, and such
report which has been commissioned and paid by our Bank, and which is subject to the following disclaimer:

“CRISIL Research, a division of CRISIL Limited (CRISIL) has taken due care and caution in preparing this report
(Report) based on the Information obtained by CRISIL from sources which it considers reliable (Data). This
Report is not a recommendation to invest / disinvest in any entity covered in the Report and no part of this Report
should be construed as an expert advice or investment advice or any form of investment banking within the
meaning of any law or regulation. Without limiting the generality of the foregoing, nothing in the Report is to be
construed as CRISIL providing or intending to provide any services in jurisdictions where CRISIL does not have
the necessary permission and/or registration to carry out its business activities in this regard. Tamilnad
Mercantile Bank Limited will be responsible for ensuring compliances and consequences of non-compliances for
use of the Report or part thereof outside India. CRISIL Research operates independently of, and does not have
access to information obtained by CRISIL’s Ratings Limited / CRISIL Risk and Infrastructure Solutions Ltd
(CRIS), which may, in their regular operations, obtain information of a confidential nature. The views expressed
in this Report are that of CRISIL Research and not of CRISIL’s Ratings Limited / CRIS. No part of this Report
may be published/reproduced in any form without CRISIL’s prior written approval.”

The extent to which the market and industry data used in this Prospectus is meaningful depends on the reader’s
familiarity with and understanding of the methodologies used in compiling such data. There are no standard data
gathering methodologies in the industry in which the business of our Bank is conducted, and methodologies and
assumptions may vary widely among different industry sources. Industry publications generally state that the
information contained in such publications has been obtained from publicly available documents from various
sources believed to be reliable but their accuracy and completeness are not guaranteed and their reliability cannot
be assured. The data used in these sources may have been reclassified by us for the purpose of presentation. Data
from these sources may also not be comparable.

Accordingly, no investment decision should be made solely on the basis of such information. Such data involves
risks, uncertainties and numerous assumptions and is subject to change based on various factors, including those
disclosed in “Risk Factors — We have commissioned and paid for the CRISIL Report which has been used for
industry related data in this Prospectus” on page 48.

In accordance with SEBI ICDR Regulations, “Basis for the Offer Price” beginning on page 85 includes
information relating to our peer group companies. Such information has been derived from publicly available
sources. Accordingly, no investment decision should be made solely on the basis of such information.

Currency and Units of Presentation

All references to “Rupees” or “X” or “INR” or “Rs.” are to Indian Rupees, the official currency of the Republic
of India; and “U.S. Dollar” or “USD” or “US$” or “$” are to United States Dollar, the official currency of the
United States of America.

In this Prospectus, our Bank has presented certain numerical information. All figures have been expressed in

millions, except where specifically indicated. One million represents 10 lakhs or 1,000,000 and ten million
represents 1 crore or 10,000,000. However, where any figures that may have been sourced from third party
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industry sources are expressed in denominations other than millions in their respective sources, such figures
appear in this Prospectus expressed in such denominations as provided in such respective sources.

Exchange Rates

This Prospectus contains translations of U.S. Dollar into Indian Rupees. These convenience translations should
not be construed as a representation that those U.S. Dollars could have been, or can be converted into Indian
Rupees, at any particular rate or at all.

The following table sets forth as of the dates indicated, information with respect to the exchange rate between the
Indian Rupee and the U.S. Dollar:

(in)
Currency Exchange Rate ason  Exchange Rate ason  Exchange Rate as on
March 31, 2022 March 31, 2021 March 31, 2020
1 US$ 75.81 73.50 75.39

Source: www.rbi.org.in and www.fbil.org.in
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FORWARD LOOKING STATEMENTS

This Prospectus contains certain “forward-looking statements”. All statements regarding our expected financial
condition and results of operations, business, plans and prospects are forward looking statements, which include
statements with respect to our business strategy, our revenue and profitability, our goals and other matters
discussed in this Prospectus regarding matters that are not historical facts. These forward looking statements
include statements with respect to our business strategy, our expected revenue and profitability, our goals and
other matters discussed in this Prospectus regarding matters that are not historical facts. These forward looking

FENTS EETS

statements can generally be identified by words or phrases such as “aim”, “anticipate”,
“estimate”, “intend”, “likely to”, “objective”, “plan”, “propose”, “project”, “will continue”, “seek to”, “will
pursue” or other words or phrases of similar import. Similarly, statements which describe our strategies,

objectives, plans or goals are also forward-looking statements.

FEIY

believe”, “expect”,

These forward-looking statements, whether made by us or any third parties in this Prospectus, are based on our
current plans, estimates and expectations and actual results may differ materially from those suggested by such
forward-looking statements. All forward looking statements are subject to risks, uncertainties and assumptions
about us that could cause actual results to differ materially from those contemplated by the relevant forward-
looking statement. This could be due to risks or uncertainties associated with our expectations with respect to, but
not limited to, regulatory changes in the banking industry in which we operate in and our ability to respond to
them, our ability to successfully implement our strategy, our growth and expansion, technological changes, our
exposure to market risks, general economic and political conditions in India that may have an impact on our
business or investments, monetary and fiscal policies of India, inflation, deflation, unanticipated turbulence in
interest rates, foreign exchange rates, equity prices or other rates and prices, the general performance of Indian
and global financial markets, changes in the competitive landscape and incidence of any natural calamities and/or
violence. Significant factors that could cause our actual results to differ materially from our expectations include,
but are not limited to:

1. Any adverse developments in proceedings involving 37.73% of our paid up equity share capital or 53.76
million Equity Shares which are subject to outstanding legal proceedings which are pending at various
forums and, in connection with which, complaints against our Bank have been filed with various
regulatory authorities, including the RBI, the Directorate of Enforcement and the ROC, some of whom
have imposed and sought to impose penalties on us in the past, as well as any adverse developments
arising from the writ petition filed by our former director before the High Court of Madras seeking to
prevent our Bank from undertaking the Offer;

2. Any adverse results in legal proceedings including recovery proceedings initiated against defaulting
borrowers under the SARFAESI Act and failure by such borrowers to repay the outstanding borrowings
pursuant to such notices and proceedings and susceptibility to operational risks, including fraud, petty
theft, negligence and embezzlement by our employees or our customers;

3. Any adverse effect on our operations, business, financial condition and results of operations due to
existing and prospective anonymous whistle blower complaints;

4, Our former director has filed a writ petition before the High Court of Madras seeking to prevent our Bank
from undertaking the Offer, and we have received multiple complaints from former directors and
shareholders of the Bank regarding disclosures in the Draft Red Herring Prospectus and invitations to
participate in the offer for sale;

5. Our regional concentration in southern India, especially Tamil Nadu;
6. Inability to comply with stringent regulatory requirements and prudential norms;
7. Any adverse effect on our results of operations, financial condition and cash flows if our contingent

liabilities, which exceed our net worth, materialize;
8. Inability to comply with RBI inspections/ adverse observations or other regulatory requirements;

8A. The impact of the COVID-19 pandemic on our business, operations, cash flows and financial condition
and the unpredictability of the continuing impact of COVID-19.
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9. Inability of prospective investors, without prior RBI approval, to acquire Equity Shares or to exercise
voting rights in excess of 26.00% of the total voting rights of our Bank, if such acquisition would result
in an individual or group holding 5.00% or more of our share capital or voting rights; and

10. Negative cash flows in the past.

For a further discussion of factors that could cause our actual results to differ, see “Risk Factors”, “Our Business”
and “Management’s Discussion and Analysis of Financial Condition and Results of Operations™ on pages on
pages 20, 113 and 265, respectively. By their nature, certain market risk disclosures are only estimates and could
be materially different from what actually occurs in the future. As a result, actual future gains or losses could
materially differ from those that have been estimated. Forward-looking statements reflect our current views as of
the date of this Prospectus and are not a guarantee of future performance. Although we believe that the
assumptions on which such statements are based are reasonable, any such assumptions as well as the statements
based on them could prove to be inaccurate.

We cannot assure investors that the expectations reflected in these forward-looking statements will prove to be
correct. Given these uncertainties, investors are cautioned not to place undue reliance on such forward-looking
statements and not to regard such statements as a guarantee of future performance.

Neither our Bank nor the BRLMs, or any of their respective affiliates have any obligation to update or otherwise
revise any statements reflecting circumstances arising after the date hereof or to reflect the occurrence of
underlying events, even if the underlying assumptions do not come to fruition. In accordance with the
requirements of SEBI, our Bank will ensure that investors in India are informed of material developments until
the receipt of final listing and trading approvals for the Equity Shares pursuant to the Offer.
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SECTION II: RISK FACTORS

An investment in the Equity Shares involves a high degree of risk. Prospective investors should carefully consider
all the information in this Prospectus, including the risks and uncertainties described below, before evaluating
our business and making an investment in our Equity Shares pursuant to the Offer. This section should be read in
conjunction with “Industry Overview”, “Our Business”, “Selected Statistical Information”, “Summary of
Financial Information”, “Financial Statements”, and “Management’s Discussion and Analysis of Financial
Condition and Results of Operations” on pages 90, 113, 185, 60, 200 and 265, respectively, before making an

investment decision in relation to the Equity Shares.

The risks and uncertainties described in this section are not the only risks that are relevant to us or the Equity
Shares or industry and segment in which we operate. Additional risks and uncertainties not currently known to
us or that we currently believe to be immaterial may also have an adverse effect on our business, financial
condition, results of operations and cash flows. If any of the following risks or other risks that are not currently
known or are now deemed immaterial actually occur, our business, financial condition, results of operations and
cash flows could be adversely affected and the trading price of the Equity Shares could decline and you may lose
all or part of your investment. The financial and other related implications of risks concerned, wherever
quantifiable, have been disclosed in the risk factors described below. However, there are certain risk factors
where such implications are not quantifiable, and hence any quantification of the underlying risks has not been
disclosed in such risk factors.

In making an investment decision, prospective investors must rely on their own examination of our business and
the terms of the Offer, including the merits and risks involved. You should consult your tax, financial and legal
advisors about the particular consequences to you of an investment in the Equity Shares.

This Prospectus also contains forward-looking statements that involve risks and uncertainties. Our actual results
could differ materially from those anticipated in such forward-looking statements as a result of certain factors,
including the considerations described below and elsewhere in this Prospectus. For details, see “Forward-
Looking Statements” on page 18.

Unless otherwise indicated, industry and market data used in this section has been derived from the CRISIL Report
prepared and released by CRISIL and commissioned and paid for by us for the purposes of understanding the
industry in connection with the Offer. The CRISIL Report is available on the website of our Bank at
https://www.tmb.in/investor-relations.aspx#. Unless otherwise indicated, all financial, operational, industry and
other related information derived from the CRISIL Report and included herein with respect to any particular year
refers to such information for the relevant Fiscal.

Our Fiscal commences on April 1 and ends on March 31 of the subsequent year, and references to a particular
Fiscal are to the 12 months ended March 31 of that year. Unless otherwise indicated or the context otherwise
requires, the financial information included herein is derived from the Restated Financial Statements, which are
included in this Prospectus.

INTERNAL RISK FACTORS

1. 37.73% of our paid up equity share capital or 53.76 million Equity Shares are subject to outstanding
legal proceedings which are pending at various forums and, in connection with which, proceedings
against our Bank have been initiated by various regulatory authorities, including the RBI, the
Directorate of Enforcement, some of whom have imposed and sought to impose penalties on us in the
past. We cannot assure you that these matters will be resolved in a timely manner or at all and any
adverse developments in such proceedings could result in the imposition of injunctions or penalties or
require us to incur significant costs to contest any of which could have a material impact on our
reputation, business, financial condition and results of operation.

We are involved in several ongoing legal proceedings following disputes among or in relation to our
shareholders, primarily arising out of a transfer of 95,418 Equity Shares on May 13, 2007, subsequent
transfers of Equity Shares on December 26, 2011 and June 11, 2012 and a bonus issuance on May 26,
2016 in the ratio of 1:500. Such legal proceedings include challenges to the validity of the transfers
themselves, allegations of mismanagement on the part of our Bank in connection with such transfers,
allegations that the transferees were not fit and proper persons, and that the transfers were effected in the
absence of requisite approvals from the RBI or were done in contravention of approvals received. Persons
involved in these matters have sought various reliefs including seeking release of the disputed Equity
Shares from escrow, seeking directions to be issued to our Bank to pay dividend and/or issue bonus
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Equity Shares against such disputed Equity Shares, seeking injunctions to restrain voting rights against
the Equity Shares under dispute and/or restricting calling of shareholder meetings, seeking investigations
into the transfers by regulatory authorities, and seeking imposition of penalties against our Bank and the
transferees. For details of these ongoing proceedings see “Outstanding Litigation and Material
Developments — Litigation involving Equity Shares of our Bank™ on page 294. Investigations into the
transfers have been conducted by the RBI and the Directorate of Enforcement against our Bank and
certain current Directors, namely, B. Prabaharan, Asok Kumar P.C.G., B.S Keshava Murthy, Nagarajan
K, Vijayadurai B, and former directors for contravention of provisions of Regulation 4 of Foreign
Exchange Management (Transfer or Issue of Security by Person Resident outside India) Regulations,
2000, and in this respect, the RBI imposed a penalty of X 60.00 million on our Bank on the ground of
violations of Section 46(4)(i) of the Banking Regulation Act, 1949. Such penalty has been paid by our
Bank on June 26, 2018. The Directorate of Enforcement imposed penalties of X 113.32 million for
registration of transfer of 46,862 Equity Shares of seven non-resident entities (“Unacknowledged
Shares”) and X 56.66 million for subsequent transfer of 27,289 shares. Further, monetary penalties have
also been imposed on our current Independent Director Balakrishnan Prabaharan, and on certain former
directors, including the former Chairman, Managing Director and CEO. For details of these ongoing
proceedings see “Outstanding Litigation and Material Developments — Litigation involving Equity
Shares of our Bank” on page 294. Pursuant to the order of the Directorate of Enforcement dated August
14, 2020, we have made a provision of T 169.98 million in Fiscal 2021 in the Financial Statements, in
the event we are required to pay the penalty imposed by the Directorate of Enforcement which has also
been noted by our Joint Statutory Central Auditors as ‘emphasis of matter’ in the Restated Financial
Statements. For details, see “Financial Statements — Annexure 21 — J Miscellaneous (ii)” and “Financial
Statements — Annexure 22 — Part B” on pages 243 and 262, respectively.

Our Bank and members of our senior management including certain of our current Directors, namely,
Asok Kumar P.C.G., B.S Keshava Murthy, Nagarajan K, Vijayadurai B, also received a show cause
notice dated November 9, 2017 for imposition of penalties of X 5,314.22 million and % 5,059.75 million
in relation to contravention of Section 6(3)(b) of the FEMA read with Regulation 4 and Regulation 6A
of the Foreign Exchange Management (Transfer or Issue of Security by a Person Resident outside India)
Regulations, 2000. For a complete list of noticees see “Schedule 2 — List of Noticees” on page 397.
Following correspondence with the RBI, we responded to the show cause notice through our letter dated
March 7, 2018. The RBI, in its Risk Assessment Report (“RAR”) dated March 31, 2018 for Fiscal 2018
and March 31, 2019 for Fiscal 2019 observed that while our Bank discussed the preparation of a reply,
no other steps were taken to address the possibility of such penalty being imposed. Recently, in relation
to the November 9, 2017 show cause notice, the Directorate of Enforcement issued a notice dated August
8, 2022 to us, certain of our current Directors namely, Asok Kumar P.C.G., B.S Keshava Murthy,
Nagarajan K, Vijayadurai B, certain of our shareholders and other noticees of the earlier show cause
notice dated November 9, 2017, initiating an inquiry against us as per Rule 4 of the Foreign Exchange
Management (Adjudication Proceedings and Appeal) Rules, 2000 and requiring our Bank and the other
noticees to appear for personal hearing on September 15, 2022. For a complete list of noticees see
“Schedule 2 — List of Noticees” on page 397. We cannot at this time ascertain the outcome of such
proceedings or when such proceedings will conclude, however, if upon the conclusion of such
proceedings a penalty is imposed on our Bank as per the original show cause notice, it may affect the
reputation, business, financial condition and results of operation of our Bank. The imposition of the
penalty may also affect the stock price of our Bank which could negatively impact the shareholders of
our Bank. Our Bank currently has not made a provision in respect of the November 9, 2017 show cause
notice in the financials of the Bank.

For details of the various penalties imposed and sought to be imposed on our Bank, see “Outstanding
Litigation and Material Developments — Actions by regulatory and statutory authorities” on page 301.
We cannot assure you that we will not be subject to further penalties in the future, whether on account
of regulatory authorities taking action against us or on account of regulatory authorities accepting our
request for compounding. Specifically, we have by our letter dated October 12, 2020 sought
compounding of offences arising out of a transfer of 46,862 Equity Shares on May 13, 2007, transfer as
well as two sets of transfers which took place thereafter on December 26, 2011 and June 11, 2012, in an
effort to resolve all of these matters. The RBI, by its letter dated January 27, 2021, declined our request
for compounding of such offences, to which we have replied by a letter dated February 22, 2021
requesting the RBI to reconsider its decision. Further, we have also sent a letter dated July 26, 2021
requesting regularization of these Equity Shares to the Foreign Exchange Department, RBI. The RBI
through its letter dated November 18, 2021 advised that the regularisation of the Unacknowledged Shares
will be processed after the completion of proceedings by the Directorate of Enforcement. For details of
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these ongoing proceedings see “Outstanding Litigation and Material Developments — Litigation
involving Equity Shares of our Bank” on page 294.

We also continue to receive notices and complaints from various persons and authorities regarding such
disputes relating to our Bank’s shareholding, to which we are required to respond, on a regular basis. For
instance, a complaint had been lodged against our Bank by Ms. P. Ambika with the Office of Registrar
of Companies, Tamil Nadu on March 16, 2018, alleging that certain shares over which she claimed
ownership were being illegally held in escrow. Subsequently, we filed a reply with the RoC on April 20,
2018, disputing such allegations. Similarly, a complaint dated April 25, 2018 had been lodged against
our Bank by Thiru R. Nirmal Krishnan with the Central Bureau of Investigation, Bengaluru (“CBI”) and
the RBI, alleging mismanagement of our bank with specific reference to the transfers of Equity Shares
on May 13, 2007. Such complaints were forwarded to us by the CBI and RBI. We have replied to such
complaints by way of our letters dated July 13, 2018.

We cannot assure you that these matters will be resolved in a timely manner or at all and until such
resolution we may be required to divert the attention of management, allocate resources, create provisions
for adverse outcomes in these matters and at times be forced to operate with temporary or interim
injunctions in connection with our Equity Shares all of which could interfere with our ability to conduct
our business and operations in an efficient and effective manner.

Any adverse outcomes in such matters could result in changes to our shareholding, require us to incur
additional costs, alter our records, or require us to pay compensation or issue additional Equity Shares.
We may also be required undertake actions which we have not accounted or be required to incur
unexpected costs and we cannot assure you that our estimate of such costs and our preparedness to incur
such costs will be sufficient. Any of which could have an adverse impact on our reputation, business,
financial condition and results of operation.

In addition, as on the date of this Prospectus, there are 41 members of our Bank, whose allotment of
15,151,981 Equity Shares (constituting 10.63% of the paid-up Equity Share capital of the Bank), by way
of a bonus issue of Equity Shares dated May 26, 2016 approved by our Shareholders and Board
respectively on January 29, 2016 and May 26, 2016, in the ratio of 1:500, continues to be held in abeyance
due to reasons including, among others death of the members, outstanding legal proceedings,
discrepancies in transfer deed and non-registration of instrument of transfers by our Bank. We have also
been unable to distribute dividends to the holders of such disputed shares and such dividends have also
been kept in abeyance. These legal proceedings are pending at different levels of adjudication before
various courts, tribunals and statutory, regulatory and other judicial authorities in India. For details in
relation to such legal proceedings, see “Outstanding Litigation and Material Developments — Litigation
involving Equity Shares of our Bank” on page 294. The outcome of the various legal proceedings may
impact the business and operations of the Bank, public shareholders, post listing of the Bank.

55.67 million Equity Shares or 39.07% of our paid-up Equity Share capital (which includes 37.73% of
our paid-up equity share capital or 53.76 million Equity Shares that are subject to outstanding legal
proceedings which are pending at various forums as detailed in the above paragraphs) is not available
for trading on listing. Details of such Equity Shares are as follows:

S. No.  Category/ Shareholder No. of Equity Shares Percentage (in %)
1. Unacknowledged Equity Shares as per 31,883,475 22.37
the RBI’s Order dated March 31, 2011 "
2. Disputed Categories » 15,151,981 10.63
3. Equity Shares transferred to the Investor 1,912,168 1.34

Education and Protection Fund in
accordance with the provisions of the
Companies Act”

4. MJs. Starship Equity Holdings Limited” 6,727,500 4.72
Total 55,675,124 39.07

A Includes both primary Equity Shares and bonus Equity Shares against such primary Equity Shares. In certain instances, where
there were no regulatory restrictions or court orders, the Bank has credited the bonus Equity Shares to the respective folios of
the shareholders. In cases where restrictions existed, bonus Equity Shares have been kept in abeyance in certain categories.

# Includes bonus Equity Shares that have been deposited with the Prothonotary of the High Court of Bombay. The primary Equity
Shares continue to be held in the name of Vector Program Private Limited and are included as a part of the ‘Unacknowledged
Equity Shares as per the RBI’s Order’ category above. As the primary Equity Shares continue to be registered in the name of one
shareholder and the bonus Equity Shares issued against such Equity Shares are registered in the name of another shareholder,
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the holding of Starship Equity Holdings Limited has been classified separately. For details, see “Outstanding Litigation and
Material Developments — Litigation involving Equity Shares of our Bank” on page 294.

In the event the claimants to such Equity Shares kept in abeyance on account of ongoing legal
proceedings initiate further action against our Bank, whether as part of existing proceedings or as fresh
proceedings, or otherwise by way of complaints before regulators, we cannot assure you that we will be
able to resolve such proceedings in our favour or in a timely manner. Post this Offer i.e. even post listing
of our Equity Shares on the Stock Exchanges as well, such claimants may choose to further initiate action
against our Bank. In any such events, including any such events which after the Offer, we may be forced
to incur additional costs or if they are successful in obtaining adverse orders against us, we may be
compelled to comply, any of which could have an adverse impact on our reputation, business, financial
condition and results of operation. More specifically, 55.67 million Equity Shares or 39.07% (which
includes 37.73% of our paid-up equity share capital or 53.76 million Equity Shares that are subject to
outstanding legal proceedings which are pending at various forums as detailed in the above paragraphs),
as on the date of this Prospectus, will not be available for trading on Stock Exchanges even when our
Equity Shares are listed on the Stock Exchanges which may adversely affect the liquidity of our stock.

Our business, reputation and financial results could be impacted by adverse results in legal
proceedings. We have also issued notices and initiated various recovery proceedings against defaulting
borrowers under the SARFAESI Act and failure by such borrowers to repay the outstanding
borrowings pursuant to such notices and proceedings may adversely affect our business. We are also
susceptible to operational risks, including fraud, petty theft, negligence and embezzlement by our
employees or our customers, which could harm our results of operations and financial position.

Legal proceedings involving our Bank and its directors, are pending at different levels of adjudication
before various courts, tribunals and appellate tribunals. We cannot assure you that these proceedings will
be decided in our/ respective directors’ favour. Brief details of outstanding litigation that have been
initiated by and against us and our directors are set forth below:

Name of Entity Criminal Tax Statutory Disciplinary Material Aggregate
Proceedings Proceedings or actions by Civil amount
Regulatory the SEBI or Litigation involved (R in
Proceedings Stock million)
Exchanges

Bank*

Against our 1 20 12 - 398 40,662.37*

Bank

By our Bank 317 - - - 5,207** 62,189.84**

Directors

Against our 1 - 2 - - 5.00

Directors

By our Directors - - - - - -
* Total amount involved to the tune of I 10,373.97 million under show cause notice dated November 9, 2017 issued by the
Directorate of Enforcement not included, since adjudication is not completed.
** In certain instances we have initiated proceedings under SARFAESI, IBC and before DRT/civil courts against a single defaulting
borrower.
# The Bank is also involved in 32 legal proceedings involving Equity Shares of the Bank, the amount of which is not determinable.
For details, see “Outstanding Litigation and Material Developments — Litigation involving Equity Shares of our Bank” on page
294,

The amounts claimed in these proceedings have been disclosed to the extent ascertainable. We have set
aside provisions for legal claims, other than recovery related cases, aggregating to X 11.63 million for
Fiscal 2022 in the when payments associated with claims become probable and the costs can be
reasonably estimated. Further, we have set aside provisions amounting to ¥ 5.71 million, % 50.12 million
and % 37.50 million for legal cases at various consumer fora, legal cases relating to fraud and claims/
cases by suspended staff. Pursuant to the order of the Directorate of Enforcement dated August 14, 2020,
we have made a provision of % 169.98 million in Fiscal 2021 in the Financial Statements, in the event we
are required to pay the penalty imposed by the Directorate of Enforcement which has also been noted by
our Joint Statutory Central Auditors as ‘emphasis of matter’ in the Restated Financial Statements. For
details, see “Financial Statements — Annexure 21 — J Miscellaneous (ii)” and “Financial Statements —
Annexure 22 — Part B” on pages 243 and 262, respectively. Our Bank currently has not made a provision
in respect of the November 9, 2017 show cause notice in the financials of the Bank. We may still incur
legal costs for a matter even if we have not established provisions or if our provisions are insufficient to
cover such costs. In addition, the actual cost of resolving a legal claim may be substantially higher than
any amounts reserved for that matter. If any new developments arise, such as a change in Indian law or
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rulings against us by appellate courts or tribunals, we may need to make provisions in our financial
statements that could increase our expenses and current liabilities. Any adverse decision in any of these
proceedings may have an adverse effect on our business, reputation, results of operations, financial
condition and cash flows.

For details, see “Outstanding Litigation and Material Developments” beginning on page 294.

In the past, legal proceedings have interfered in our ability to conduct Annual General Meetings.
Specifically, Annual General Meetings of our Bank from 1997 onwards could not be conducted regularly,
or were convened only under the supervision of the High Court of Madras, after obtaining prior approval
of the High Court of Madras. For convening the pending Annual General Meetings for the year 2020 and
2021 our Bank had filed an application before the High Court of Madras. Pursuant to an order by the
High Court of Madras in this regard, dated April 22, 2022, such writ petition was closed and our Bank
was granted permission to conduct our pending AGMs, and we were able to conduct Annual General
Meetings for Fiscal 2020, Fiscal 2021 and Fiscal 2022 on June 9, 2022.

Accordingly, we obtained the approval of our shareholders for, inter alia, the regularisation of the
appointments of our directors, including Ezhil Jothi S, Balakrishnan Prabaharan and Chiranjeevi Raj C
on June 9, 2022. We have also obtained the approval of our shareholders for amendments to our Articles
of Association that had been approved by our Board and for adoption of our financial statements for
Fiscal 2020, Fiscal 2021 and Fiscal 2022.

However, we cannot assure you that we will not be required to obtain the approval of the High Court of
Madras to convene meetings of our shareholders in the future and accordingly, we cannot assure you that
we will be able to obtain approval of our shareholders as needed in a timely manner. Accordingly, we
may face delays in undertaking and completing such corporate actions and filings in a timely manner,
which may also expose us to regulatory action and result in penal action being taken against us and the
members of our Board. For instance, we were contesting a show cause notice before the High Court of
Madras, which was issued to us in 2019 by the Ministry of Corporate Affairs for failure to conduct our
Annual General Meetings for the year 2017. However, the order by the High Court of Madras dated April
22,2022, closed the writ petition filed against such show cause notice.

We cannot assure you that our future AGMs will not be impacted by any litigation or that the Ministry
of Corporate Affairs will not choose to initiate other action against us in the future. Any adverse orders
could result in our Bank being subjected to regulatory action including the imposition of penalties and
we cannot assure you that our reputation, business, results of operations and financial conditions will not
be adversely affected by this or other actions such as this.

For details, see “Outstanding Litigation and Material Developments — Litigation involving Equity Shares
of our Bank” on page 294, as well as “Outstanding Litigation and Material Developments — Litigation
Involving our Bank — Actions by regulatory and statutory authorities” on page 301.

As on the date of this Prospectus, 1,226 notices, have been issued by our Bank under the SARFAESI Act
against defaulting borrowers, involving an aggregate amount, to the extent quantifiable, of ¥ 10,838.71
million. Our Bank has also initiated 3,732 recovery proceedings before Debt Recovery Tribunals and
civil courts, involving an aggregate amount, to the extent quantifiable, of approximately X 36,119.39
million.

There can be no assurance that the defaulting borrowers would repay the outstanding borrowings
pursuant to the notices, or that we would succeed in these suits. As on March 31, 2022, we have made
provisions to the tune of X 2,533.39 million in relation to these defaulting loans. For details, see
“Financial Statements — Annexure 21 — E. Asset Quality” on page 231. Any significant increase in write-
offs and/or provisions would materially and adversely impact our Bank’s financial performance.

Out of the above pending civil suits, certain insolvency proceedings have been initiated against certain
borrowers of our Bank, under the Insolvency and Bankruptcy Code, 2016, as amended (“1BC”) before
various National Company Law Tribunal (“NCLT”) benches. As on the date of this Prospectus, 29
insolvency proceedings have been initiated against defaulting borrowers, involving an aggregate amount,
to the extent quantifiable, of ¥ 23,190.60 million. Our Bank has submitted its claims in respect of the
corporate insolvency resolution processes initiated against our borrowers in our capacity as financial
creditors. Any adverse order in relation to these insolvency proceedings may adversely impact our Bank’s
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financial performance. For details, see “Outstanding Litigation and Material Developments — Litigation
Involving our Bank — Material civil litigation against our Bank — 4.” on page 300.

Our employees at our branches are responsible for handling, collection and depositing of cash, thereby
exposing us to the risks of loss, fraud, misappropriation, theft, assault, negligence and unauthorized
transactions by our such parties. While we seek to prevent or mitigate such risks through internal control
measures including, among others: (i) formulating operational guidelines for staff members for handling
cash at counters; (ii) provision of gun to security guards at our branches (iii) provision of 24x7 CCTV
coverage at various locations inside and outside branch premises; (iv) training given to all the staff
members in handling cash operations along with the other areas at frequent intervals; and (v) blanket
insurance policy which covers the risk of cash movement, cash stored at branches and handled by
cashiers; etc., we may be unable to adequately prevent or deter such activities in all cases. In the past, we
have experienced acts of fraud (as defined under the applicable RBI guidelines), theft, forgery and
misappropriation committed by or involving merchants, customers and employees.

Our Bank maintains a cash handling management system which includes certain checks and controls for
management of such risks in the following manner:

. The closing cash balance of the Bank is kept in a fire-proof safe room in the joint custody of the
head cashier/cashier/cash officer;

. The strong room door keys is kept under the joint custody of the cashier and cash officer;

. Both the cashier and cash officer are personally present at the time of opening and closing of
the strong room;

. Prior to the cash being taken to joint custody, all currency notes are checked by the cash officer;

o Both the cash brought from the cash counter as well as the subsequent receipts are kept under

the cashier’s custody;

. During operating hours, the required cash is released to cashiers under single custody and
balance is kept in locked cash under joint custody.

Further, in order to avoid the cashier facing cash shortages, various e-circulars dated July 20, 2017,
December 27, 2017, August 27, 2018, July 16, 2019, October 10, 2020 and October 13, 2020 have been
issued by the Bank containing relevant details such as ‘Dos and Do nots’.

Further, please see below details of occurrence of fraud (cash shortage above % 10,000 due to clerical
error) in the past three years:

(in E million)

Fiscal Instances of Frauds Amount
2020 8 0.20
2021 5 0.18
2022 2 0.08

The Bank has initiated 309 criminal cases amounting to ¥ 10,094.32 million. Out of which, 69 FIRs have
been registered aggregating to < 4,067.07 million and we have written 240 letters to various police and
regulatory authorities amounting to % 6,027.26 million in relation to diversion of funds, improper end
use of funds, embezzlement, falsification of records, fraud, etc. For details see “Outstanding Litigation
and Material Developments — Criminal Litigation by our Bank” beginning on page 302.

Although, we have an Internal Advisory Committee, a dedicated team to identify and examine all
complaints/staff accountability report/special audit report, there could be instances of fraud and
misconduct by our employees which may go unnoticed for certain periods of time before corrective
action is taken. In addition, we may be subject to regulatory or other proceedings in connection with any
such unauthorized transaction, fraud or misappropriation, which could adversely affect our goodwill,
business prospects, reputation and future financial performance. Even when we identify instances of
fraud and other misconduct and pursue legal recourse or file claims with our insurance carriers, we cannot
assure you that we will recover any amounts lost through such fraud or other misconduct. Further, there
have been several instances relating to fraudulent card and ATM transactions, unauthorized UPI
transactions and counterfeit notes, robberies and discovery of spurious jewelry at our Bank’s branches.
In addition, our dependence upon automated and digital systems to record and process online and face-
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to-face transactions may further increase the risk that technical system flaws or employee tampering or
manipulation of those systems will result in losses that are difficult to detect.

We have received and may in the future receive multiple anonymous whistle blower complaints, which
may adversely affect our reputation which could consequently adversely impact our business,
financial condition and results of operation.

We have received and may in the future receive multiple anonymous whistle blower complaints, which
may adversely affect our reputation which could consequently adversely impact our business, financial
condition and results of operation. For instance, we received a complaint alleging that unauthorized loans
had been sanctioned and disbursed by a former branch head of one of our branches. We have conducted
a special audit and disciplinary action is in progress against branch manager. Further, during June 2021
an undated anonymous complaint was also received alleging that loans had been improperly sanctioned
at one of our other branches, specifically that the processes to be followed for deposit of title deeds had
not been undertaken. Our Bank has initiated enquiries in relation to this anonymous complaint and which
is to be placed before an internal advisory committee for directions.

We have a policy for addressing whistle blower complaints received. The policy lays down the procedure
for reporting any event/information in relation to any unethical practices, and the process to be followed
for handling such reports is also detailed. Further, the policy also provides for protection of whistle
blowers’ identity. However, we face the risk of inadvertently dismissing allegations which may prove to
be plausible, at a later date.

In some instances, the RBI has written to our Bank to look into certain matters, for instance, matters
relating to interference by non-executive directors in the Bank’s management and corruption involving
the Bank’s employees. Our Bank has responded to the RBI in such cases.

The final findings from the inquiries for these complaints, as well as from other anonymous letters and
whistle blower complaints that we may receive may result in fines and/or corrective actions, and
adversely impact our reputation, which could consequently adversely impact our business, financial
condition and results of operation.

Our former director has filed a writ petition before the High Court of Madras seeking to prevent our
Bank from undertaking the Offer, and we have received multiple complaints from former directors
and shareholders of the Bank regarding disclosures in the Draft Red Herring Prospectus and
invitations to participate in the offer for sale, any or all of which could harm us by impairing our
ability to retain clients, subject us to significant legal liability, cause reputational harm or prevent us
from proceeding with this Offer.

T. Rajakumar, our former director, alleging mismanagement in our Bank, and citing ongoing proceedings
against our Bank by the Directorate of Enforcement and violations of banking regulations and the FEMA
1999, has filed a writ petition dated June 30, 2021 before the High Court of Madras, and sought directions
to be issued to the SEBI to stop the initial public offer of our Bank until these proceedings are concluded.
T. Rajakumar has also alleged inter alia that: (i) the persons who are allegedly in control of our Bank
have not been disclosed as such in our Bank’s annual report; (ii) there was a spurt in our Bank’s business
in Fiscal 2021; and (iii) there is no requirement for our Bank to undertake an initial public offering
considering that it has sufficient capital adequacy. Our Bank has filed a counter affidavit dated August
6, 2021 before the High Court of Madras denying all allegations and seeking an injunction to restrain T.
Rajakumar from interfering with the affairs of our Bank relating to the ongoing initial public offering
and from writing to the authorities with false imputations. For details in relation to such legal
proceedings, see “Outstanding Litigation and Material Developments — Litigation involving our Bank —
Material Civil Litigation Against our Bank — 1.” on page 300. In the event that T. Rajakumar’s petition
is successful, our Bank may not be able to undertake the Offer.

In addition, Swiss Re Investors (Mauritius) Limited, FI Investments (Mauritius) Limited, Kamehameha
(Mauritius) Limited, Cuna Group (Mauritius) Limited have filed a writ petition dated January 5, 2022
and Robert and Ardis James Company Limited and East River Holdings Limited have each filed a writ
petition dated January 13, 2022 before the High Court of Bombay to direct the SEBI to accept the DRHP
dated September 4, 2021 filed by our Bank only if they are also allowed to offer their Equity Shares for
sale as part of the Offer, or alternatively to restrain SEBI from (i) accepting the DRHP filed by the Bank;
and (ii) issuing an acknowledgement card/ approval in respect of the Offer. For details in relation to such
legal proceedings, see “Outstanding Litigation and Material Developments — Litigation involving Equity
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Shares of our Bank — 25.” on page 299. Recently, East River Holdings Limited, Robert and Ardis James
Company Limited, Swiss Re Investors (Mauritius) Limited, Kamehameha Mauritius Limited, Cuna
Group (Mauritius) Limited and FI Investments Limited (collectively, the “Foreign Entities”), filed
appeals dated August 18, 2022 before the Securities Appellate Tribunal against the Bank and SEBI
challenging the letter from SEBI dated May 12, 2022 granting exemption to our Bank under Regulation
300(1)(c) of the SEBI ICDR Regulations from refiling the offer document pursuant to the withdrawal of
the offer for sale. The appeals were dismissed by the Securities Appellate Tribunal by its order dated
September 6, 2022.

Further, post filing of the Draft Red Herring Prospectus, our Bank received multiple complaints from
various third parties, such as Simhapuri Expressway Limited, our former directors, T Rajakumar and S.
Swaminathan, and certain current and former shareholders such as M. Sundararaj, M. Mathavan, M.
Jikki, the Foreign Entities, Subcontinental Equities Limited and others, in relation to the disclosures made
in the Draft Red Herring Prospectus (“Complaints”). The Complaints included various allegations
including: (i) the non-issuance of share certificates to certain shareholders, (ii) allegations in relation to
the independence criteria of certain of our directors, (iii) that our Bank had allegedly not adequately
disclosed the list of shareholders of the Bank and details of certain litigation proceedings, and (iv) that
our Bank had allegedly failed to issue letters inviting the Foreign Entities to participate in the offer for
sale at the time of the filing of the Draft Red Herring Prospectus. The Complaints were also addressed
to SEBI and at times, the BRLMs as well. Although all letters received in relation to the Complaints have
been responded to, certain Complainants have filed cases against our Bank in relation to these matters
before appropriate courts and we cannot guarantee that in the future, the former directors, Foreign Entities
and/ or other shareholders will not continue to oppose this Offer or otherwise raise grievances or cause
disruptions with our business and/or operations.

We have regional concentration in southern India, especially Tamil Nadu. Any adverse change in the
economic, political, or geographical conditions of Tamil Nadu and other states in which we operate
can impact our results of operations.

As of March 31, 2020, 2021 and 2022 our deposits and advances in the state of Tamil Nadu contributed
to 75.93%, 76.33% and 75.06% of our Total Business. As of March 31, 2022, we had 4.32 million
customers in the State of Tamil Nadu comprising 85.03% of our overall customer base. While we have
a presence in the states of Gujarat, Maharashtra, Karnataka and Andhra Pradesh, we have an especially
strong regional concentration in southern India, and in particular, in Tamil Nadu.

Our concentration in the southern India, and specifically in Tamil Nadu, exposes us to many adverse
economic or political circumstances in the region as compared to other public and private sector banks
that have a more diversified national presence. Any change in regulatory framework, political unrest,
disruption, disturbance, or sustained downturn in the economy of Tamil Nadu and other states in southern
India could adversely affect the ability or our borrowers to repay loans or the ability our customers to
deposit funds or avail of our services, and may impact our business, financial condition, and results of
operations. Instances of floods or other natural calamities in India, particularly in Tamil Nadu, could
have an adverse effect on our business, financial condition, and results of operations. Such events may
result in a temporary decline in the number of our customers or in our employees’ ability to perform their
duties

Our Bank is subject to stringent regulatory requirements and prudential norms and our inability to
comply with such laws, regulations and norms may have an adverse effect on our business, results of
operations, financial condition and cash flows.

Banks in India, including our Bank, are subject to compliance with various circulars, guidelines and
regulations prescribed by the RBI and the Banking Regulation Act. In particular, we are required to
comply with prudential norms on income recognition, asset classification and provisioning pertaining to
advances, prudential norms for classification, valuation and operation of investment portfolio by banks,
regulations governing the opening of new branches, limits for shareholding, digital payment security
controls directions and interest rate on deposits directions. For further details on the regulatory
requirements, see “Key Regulations and Policies” on page 138.

The RBI may also impose additional conditions or impose penalties on us, and may terminate our banking
license, if there is a material breach in compliance with applicable requirements.
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In addition, we are also subject to periodic inspections by the RBI under the Banking Regulation Act and
the RBI Act, pursuant to which the RBI issues observations, directions and monitorable action plans, on
issues related to various operational risks and regulatory non-compliances. For details, see “Risk Factors
— We are subject to supervision and inspection by authorities such as the RBI. Any adverse observations
from RBI or non-compliance with RBI inspection/ observations or other regulatory requirements could
have an adverse effect on our business, financial condition, results of operation and cash flows” on page
29.

We are also required to comply with the Companies Act, 2013 along with rules and regulations made
thereunder. The Ministry of Corporate Affairs (“MCA”), may from time to time, call for information
and issue directions, as required. For instance, our Bank received an email dated May 23, 2018 from the
MCA calling for information under Section 206 of the Companies Act, 2013 regarding compliance of
Corporate Social Responsibility (“CSR”) for the Fiscal 2015-16. We provided the required information
and documents for examination of compliance by way of reply dated July 2, 2018. Subsequently, in its
reply email dated February 15, 2019, MCA directed us to either utilize the unspent CSR amount by
contributing to specified Central Government funds or provide a concrete plan for utilization of unspent
CSR amount. In reply to this email on March 2, 2019, we provided details of correct calculation of CSR
and informed the MCA that our Board had approved the transfer of unspent CSR amounts for the Fiscal
2015-16 to the TMB Foundation. Further, there have been certain instances in the past wherein certain
filings, such as Form DIR-12 have not been filed within the due date with the MCA. Further, we had
received show cause notices dated November 4, 2019 and November 28, 2019 from the MCA in
reference to non-compliance with Sections 204 and 96(1) of the Companies Act, 2013 regarding
submission of secretarial audit report and convening of Annual General Meeting (“AGM?”), respectively.
We replied to the show cause notice dated November 4, 2019 detailing the manner in which the secretarial
audit report had been submitted through our letter dated November 14, 2019. Subsequently, in relation
to the non-compliance with Section 96(1) we replied to the show cause notices through letters dated
November 30, 2019 and December 7, 2019, detailing the reasons for such non-compliance, including,
pendency of dispute relating to previous AGMs before the Madras High Court pursuant to which we had
filed a writ petition dated December 5, 2019 before the High Court of Madras. The High Court of Madras
through its order dated April 22, 2022 granted permission to conduct the annual general meetings and
closed the above writ petition, pursuant to which pending annual general meetings for Fiscals 2020, 2021
and 2022 were conducted on June 9, 2022.

Separately, during Fiscal 2002, the SEBI had issued a warning to our Bank, which had acted in the
capacity as a banker to an issue, for irregularities relating to the acceptance of applications in the public
offering of Rajesh Exports Limited. The Bank has received no further correspondence from SEBI in
relation to the warning letter.

Our Bank had previously sought RBI approval for appointment of Balakrishnan Prabaharan (one of the
independent Directors of the Bank) as part-time chairman of the Bank. Since the RBI by its letter dated
November 17, 2021 declined to provide such approval, the Board of Directors of the Bank does not
presently have a chairman. Further, the Bank has appointed Vijayadurai B. as the part-time chairman of
the Bank by its resolution dated August 18, 2022, and has also submitted an application with the RBI
dated August 20, 2022 seeking approval for such appointment. As the Board of Directors of the Bank
currently comprises of six independent directors and seven non-independent directors (including two
RBI nominee directors), in the event we do not receive approval of the appointment of the chairman from
the RBI, the composition of our Board would no longer be in compliance with the corporate governance
norms prescribed under the Listing Regulations and the Companies Act, 2013 which may have a material
impact on our reputation, business, financial condition and results of operation.

In addition to the above, a private sector bank, as an entity operating in the banking sector in India, is
required to comply with applicable banking and securities laws in India, including, amongst others, the
master circulars and master directions issued by the RBI, from time to time, the SCRA and the Indian
Contract Act, 1872. A private sector bank is also required to comply with the provisions of the Companies
Act, FEMA, labour laws, and various state specific shops and establishment legislations, various tax
related legislations and other applicable regulations, notifications, circulars and guidelines, and other
applicable statutes and policies along with the rules formulated thereunder for its day-to-day operations.
In case of any failure to comply with the applicable directives and reporting requirements or to meet the
prescribed prudential norms, the RBI may charge penalties, penalize our management, restrict our
banking activities or otherwise enforce increased scrutiny and control over our banking operations,
including by way of withholding approvals, or issuing conditional approvals in respect of any proposed
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actions for which we may seek approval in the future, or even cancel our banking license.

Our contingent liabilities exceed our net worth, which, if they materialize, may adversely affect our
results of operations, financial condition and cash flows.

As of March 31, 2022, our contingent liabilities, as provided for in our Restated Financial Statements,
are as follows:

(in < million)

S. No. Particulars As at March,
2022
1. Claims not acknowledged as debts® 1,353.21
2. Liability on account of outstanding forward 66,433.61
exchange® contracts
3. Guarantee given on behalf of constituents in India® 11,392.25
4. Acceptances, endorsements and other obligations® 7,686.93
5. Estimated amount of contracts remaining to be 1,110.96

executed on capital account not provided for and
liable under DEAF®)
6. Total 87,976.96
(1) Includes claims made by the constituents of the Bank, such as customers, depositors, etc. against the Bank in civil court and
tax demands raised against the Bank for which appeal has been made by the Bank.
(2) Includes forward contract entered into between the Bank and its customers and swap in INR and foreign currency transactions
between our Bank and other banks.
(3) Includes guarantees given by the Bank on behalf of its clients.
(4) Includes transactions by the Bank on behalf of its customers including acceptances, endorsements and other obligations
undertaken.
(5) This head is a contra entry for transfer of unclaimed deposit amounts to the Depositor Education and Awareness Fund (DEAF).

Our contingent liabilities exceed our net worth, which, if they materialize, may adversely affect our
results of operations, financial condition and cash flows. For details on the system for cash handling
management and the checks and controls in place, see “Risk Factors — Our business, reputation and
financial results could be impacted by adverse results in legal proceedings. We have also issued notices
and initiated various recovery proceedings against defaulting borrowers under the SARFAESI Act and
failure by such borrowers to repay the outstanding borrowings pursuant to such notices and proceedings
may adversely affect our business. We are also susceptible to operational risks, including fraud, petty
theft, negligence and embezzlement by our employees or our customers, which could harm our results of
operations and financial position” on page 23.

For details on the contingent liabilities of our Bank as reported in the Restated Financial Statements, see
“Financial Statements — Annexure 16 — Restated Statement of Contingent Liabilities” on page 223.

We are subject to supervision and inspection by authorities such as the RBI. Any adverse observations
from RBI or non-compliance with RBI inspection/ observations or other regulatory requirements
could have an adverse effect on our business, financial condition, results of operation and cash flows.

We are subject to regulation and supervision by the RBI. We are subject to certain legal and regulatory
risks which are inherent and substantial in our business. As we operate under several regulators, we are
subject to actions that may be taken by such regulators in the event of any non-compliance with any
applicable policies, guidelines, circulars, notifications, and regulations issued by the relevant regulators.
Accordingly, we are required to comply with the Banking Regulation Act, 1949, RBI guidelines and
directions, Foreign Exchange Management Act, 1999 and other regulations in India.

The RBI as a part of its supervisory processes, conducts periodic inspections under the Banking
Regulation Act, pursuant to which the RBI issues observations, directions and monitorable action plans,
on issues related to, amongst other things, our operations, risk management systems, internal controls
and regulatory compliance and monitoring systems. During the course of finalizing the inspection
reports, the RBI inspection team shares its findings and recommendations with us and provides us an
opportunity to provide clarifications, additional information and, where necessary, justification for a
different position, if any, than that observed by the RBI. The RBI incorporates such findings in its final
inspection report and, upon final determination by the RBI of the inspection results, we are required to
take actions specified therein by the RBI to its satisfaction.
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For instance, following the RBI’s on site and inspection for supervisory evaluation carried out between
September 16, 2019 to October 18, 2019, RBI by its letters dated November 25, 2019 issued a risk
assessment report and a letter dated January 13, 2020 highlighting, inter alia: (i) certain issues with our
governance and oversight, including failure to hold AGMs, failure to hold election of directors, lack of
transparency, opaque disclosures to regulators and involvement of senior management in irregularities;
(i) risks related to our business and operations, including increasing levels of stressed accounts, non-
performing assets, high slippage ratio and lack of comprehensive analysis at the time of sanction, review
and renewal of accounts; (iii) concerns relating to internal controls including in system driven NPA
identification, repeated short reviews and sanctioning of overdrafts on the basis of old stock statements;
(iv) concerns relating to compliance including on account of conflicts of interest within our Bank and
delays in reporting of frauds; (v) operational risks including increase in external frauds, KYC
deficiencies, pending risk categorization in accounts, delay and lack of coordination in board level
committees as regards classification of non-cooperative / wilful defaulters; and (vi) information
technology, cyber security and strategic planning. The RBI accordingly provided a risk mitigation plan
for the year 2019 containing action points for us to follow and the timelines to be adhered for compliance.
This included inter alia requiring the Bank to take effective steps to hold Annual General Meetings,
vetting of EWS alert mechanism by the risk management and compliance department to serve as early
warnings, strengthening of internal audit function to ensure periodic coverage of central office
department under management, audit and risk based internal audit, and review of the fraud occurrence,
detection and reporting mechanism to ensure prompt reporting of frauds. Due to the on-going COVID-
19 pandemic, the RBI has not yet conducted its annual inspections for the year 2020. While the RBI
inspection is yet to be undertaken for Fiscal 2021 and Fiscal 2022, the RBI commenced its inspection for
Fiscal 2022 on August 22, 2022 and the inspection is currently ongoing.

Please see below the details of RBI observations vis-a-vis the compliances undertaken by the Bank:

Date of Notice/ Observation/ Particulars / Details (in Brief) Compliance undertaken by the Bank
Order by RBI

Risk Assessment Report dated The system of monitoring collateral The Bank has automated the system of
March 31, 2016, was not automated. The bank did not monitoring collaterals. Further, in order

have a system of valuing the to comply with the observation of RBI,

collaterals at the time of slippage of the difference in the realized value of the

accounts into NPA. There was no collateral vis-a-vis the last valuation for

system of reporting and analysing the the period ended March 31, 2017, March

difference in the realized value of the 31,2018, March 31, 2019 and March 31,

collateral vis-a-vis the last valuation 2020 was reported to the Bank’s Board
on May 17, 2017, August 16, 2018, July
11, 2019 and June 17, 2020,
respectively.

During a statutory inspection for supervisory evaluation conducted by RBI with reference to our financial
position as on March 31, 2017, RBI has made certain observations pursuant to the RBI Master Directions
on Classification and Reporting by commercial banks and select FIs and Sections 35, 46 and 47A of the
Banking Regulation Act. We received a show cause notice dated April 22, 2019 regarding violations
observed, including: (i) divergence in asset classification; (ii) delay was observed in reporting of frauds
in several cases; (iii) issuance of multiple customer IDs to customers having same PAN number and
deficiencies in Know Your Customer (“KYC”) compliance; and (iv) failure to conduct periodical review
of risk categorization in a large number of accounts. Subsequently, while a lenient view was taken with
respect to other violations, the RBI imposed a penalty of % 3.50 million by an order dated October 24,
2019 for delay in reporting of frauds.

Further, pursuant to review by the RBI of our Annual Report for Fiscal 2018, we received a letter from
RBI dated November 13, 2018 directing our Bank to make full provision on the unabsorbed mark-to-
market (“MTM?”) losses for the quarters ended December 31, 2017 and March 31, 2018. Our Bank had,
pursuant to the RBI Circulars dated April 2, 2018 and dated June 15, 2018 (“MTM Circulars”), availed
relaxations in relation to staggering of provisioning on MTM losses. Subsequently, our Bank responded
to the RBI by way of its letter dated November 20, 2018 clarifying that our Bank had, pursuant to the
MTM Circulars availed relaxations in relation to staggering of provisioning on MTM losses. Our Bank
also received a show cause notice on May 10, 2021 from RBI for failure to comply with KYC norms
which our Bank addressed by updating its AML Software “AMLock”.
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Our Bank has a system of filling positions such as Chief Risk Officer, Chief Digital Officer, Chief
Financial Officer, General Manager (IT Department), Chief Technology Officer, by appointing
executives on contract basis. Further, while our Bank grooms such personnel internally to occupy these
positions in the future, we fill positions in AGMs/ DGMs cadres by lateral recruitment. At present, we
are grooming certain executives and also impart special training to them through reputed external
institutions in order to hone their skills. In furtherance to our succession planning at all levels, we have
also framed a talent pool system since 2018 to identify young talents for grooming them to take on higher
responsibilities. Our focus has been to impart grooming, placement, engagement and growth to all talent
pool members. The idea behind forming this talent pool was to identify the talents of the officers and
nurture them, which will benefit our Bank and its employees in the long run.

Our Bank, has during the year under review, expedited the examination process of all pending staff
accountability cases. We have conducted a large scale, thorough and focused exercise, which has resulted
in the increase in the number of charge sheets issued.

The frauds reported during Fiscal 2022 amount to X 2,091.76 million. Our Bank has taken the following
steps to prevent the recurrence of such frauds and mitigate the impact of such frauds:

0] The disciplinary and fraud monitoring cell of our Bank, along with other departments like
inspection, credit, credit audit and monitoring, etc. continuously review various systems and
controls to remove gaps, if any, and strengthen the internal control framework of the Bank.

(i) With regard to issuance of cheque books / debit and credit cards / ATM cards / pin mailers /
internet passwords etc., detailed systems and procedures are in place. Apart from these, the
service of SMS alerts for transactions in the accounts is also provided by the Bank.

(iii) We have issued various internal circulars to create awareness amongst staff members that set
out, among other things, lapses noticed, steps to be taken to prevent and mitigate the effect of
such lapses in the future and to help better detect such frauds.

We are required to comply with certain regulatory guidelines issued by the RBI from time to time. Any
non-compliance with regulatory guidelines and directions may result in substantial penalties and
reputational impact, which may affect the price of our Equity Shares. For instance, on February 25, 2019,
the RBI imposed a penalty of ¥ 10.00 million on our Bank for non-adherence to timeline specified for
implementation and strengthening of SWIFT related operational controls. Further, RBI by an order dated
June 19, 2018, had imposed a penalty of X 60.00 million on our Bank, in relation to violation of RBI
guidelines on issuance of bonus Equity Shares. Our Bank paid the above penalties on March 13, 2019
and June 26, 2018 respectively.

The RBI, under the Supervisory Program for Assessment of Risk and Capital (“SPARC”), prepared a
Risk Assessment Report (“RAR 2016”) dated March 31, 2016 of our Bank for Fiscal 2016 observing
that our Bank did not have a system of reporting and analyzing the difference in the realized value of the
collateral vis-a-vis the last evaluation. In compliance with this observation, details in relation to auction
sale of properties was submitted to the Board on May 14, 2020.

Further, the RBI imposed an aggregate penalty of % 0.26 million on the Bank for Fiscal 2022 for non-
replenishment of ATMs.

We may be subject to inspections from RBI in the future. Non-compliance with the observations of
relevant regulators, institution of similar proceedings against out Bank and penalties being imposed by
the RBI on our Bank could materially adversely affect our reputation, business, financial condition,
results of operations and cash flows. Any significant deficiencies identified by the RBI that we are unable
to rectify to the RBI’s satisfaction could lead to penalties imposed by the RBI against us and our
management, as well as expose us to increased risks. While we have responded to such observations,
directions and monitorable action plans in the past, we cannot assure you that RBI will not make similar
or other observations in the future
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8A.

The COVID-19 pandemic has had and may continue to have certain adverse effects on our business,
operations, cash flows and financial condition and the continuing impacts of COVID-19 are
unpredictable and cannot be predicted. The Joint Statutory Central Auditors have also noted the
impact of COVID-19 pandemic as ‘emphasis of matter’ in the Restated Financial Statements.

The global impact of the COVID-19 pandemic has been rapidly evolving and public health officials and
governmental authorities have responded by taking measures, including in India where our operations
are bhased, such as prohibiting people from assembling in large numbers, instituting quarantines,
restricting travel, issuing “stay-at-home” orders and restricting the types of businesses that may continue
to operate, among many others. On March 14, 2020, India declared COVID-19 as a “notified disaster”
for the purposes of the Disaster Management Act, 2005 and imposed a nationwide lockdown beginning
in March 2020. The initial lockdown lasted until the end of May 2020, and was extended periodically by
varying degrees by state governments and local administrations. The lifting of the lockdown across
various regions has been regulated with limited and progressive relaxations being granted for movement
of goods and people, and calibrated re-opening of businesses and offices, in certain places. Recently,
throughout March and April 2021, due to an increase in the number of daily COVID-19 cases, several
state governments in India re-imposed lockdowns, curfews and other restrictions to curb the spread of
the virus. As a result of the detection of new strains and subsequent waves of COVID-19 infections in
several states in India as well as throughout various parts of the world, we may be subject to further
reinstatements of lockdown protocols or other restrictions, which may adversely affect our business
operations.

In an effort to contain the impact of the COVID-19 pandemic on the financial services sector and provide
some relief to borrowers, the RBI released guidelines relating to the COVID-19 regulatory package on
March 27, 2020, April 17, 2020 and May 23, 2020. This included a three-month moratorium on the
payment of all principal amounts and interest falling due between March 1, 2020 and May 31, 2020. The
RBI subsequently extended the moratorium on loan instalments by another three months, from June 1,
2020 to August 31, 2020. We offered moratorium on the payment of all instalments and/or interest, as
applicable, falling due between March 1, 2020 and August 31, 2020 to all eligible borrowers.
Moratoriums were availed by a total of 88,836 borrowers against loans amounting to % 159,745.50
million in respect of which we made two separate provisions of ¥ 70.10 million for our quarters ending
March 31, 2020 and June 30, 2020. In addition, in May 2020 our Bank offered an ‘Emergency Line of
Credit’ under which it sanctioned 18,474 working capital term loans aggregating to X 23,216.36 million
up to March 31, 2022 and as on March 31, 2022, an amount of % 17,246.47 million is outstanding under
this scheme. On April 7, 2021, the RBI issued further instructions to the banks to refund or adjust interest
on interest for all borrowers during the moratorium period, in effect cancelling any charge of compound
interest during the moratorium period. Accordingly, we refunded the interest for 75,041 borrowers
against outstanding interest of ¥ 122.40 million. Further, the Joint Statutory Central Auditors have noted
uncertainties due to the outbreak of COVID-19 as ‘emphasis of matter’ in the Restated Financial
Statements.

The IBC was also amended effective June 5, 2020 to impose an embargo on initiation of corporate
insolvency resolution proceedings for defaults arising on or after March 25, 2020 for a period of six
months, which was initially extended until December 24, 2020 and thereafter until March 24, 2021. The
Amendments to the IBC also restricted resolution professional from filing applications before the NCLT
in relation to fraudulent or wrongful trading in respect of such defaults against which the initiation of
corporate insolvency resolution process was suspended on account of the above embargo during such
period. On August 6, 2020, the RBI permitted lenders to implement a resolution plan, with asset
classification benefits, for eligible corporate and individual borrower segments impacted by COVID-19.
Through a circular dated August 6, 2020, the RBI permitted the restructuring of loans for micro, small
and medium enterprises (“MSMES”) while continuing to classify such assets as standard. On May 5,
2021 following the second wave, the RBI permitted lending institutions to offer a limited window to
individual borrowers and small businesses to implement resolution plans in respect of their credit
exposures while classifying such credit exposures as ‘standard’ upon implementation of the resolution
plan. Restructuring under such framework may be invoked up to September 30, 2021 and implemented
within 90 days thereafter. As of March 31, 2022, we had restructured advances to 2,987 borrowers for
whom the outstanding amount was X 6,757.63 million, of which 435 borrowers with outstanding amounts
of ¥ 1,296.70 million were MSMEs. Our provisions for such restructuring as of March 31, 2022 was a
total of ¥ 766.63 million, of which X 159.83 million was in respect of MSMEs. On September 3, 2020,
the Supreme Court of India ordered a standstill on NPA recognition due to a number of pleas filed before
it regarding issues relating to the extension of the loan moratorium and interest charges. On March 23,
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2021, in response to various writ petitions filed by corporate bodies, business associations and
individuals, the Supreme Court of India issued a judgment rejecting pleas for, among other things, the
extension of the moratorium and the ordering of a complete interest waiver. The Supreme Court of India
also lifted the temporary freeze on NPA classification by banks and financial institutions. Pursuant to the
order passed by the Supreme Court on September 3, 2020, our Bank was unable to classify X 10,158.52
million as NPA. Subsequently, pursuant to the order of the Supreme Court dated March 23, 2021, our
Bank classified X 5,458.81 million as NPA. Further, with regard to the remaining accounts amounting to
% 4,699.71 million, we have recovered the dues and maintained them as standard accounts.

The COVID-19 pandemic has affected and may continue to affect our business, financial condition,
results of operations and cash flows in a number of ways, including, among others, the following:

. it may lead to closure of our branches for unpredictable periods of time or require us to operate
with limited personnel, all of which would restrict our ability to engage with existing and new
customers to market our product and services offerings, carry out KYC and other customer due
diligence processes, process loan applications and disbursements and collect loan repayments.
Although, banks were declared essential services, some of our branches were temporarily closed
during the initial wave of the COVID-19 pandemic, while others operated with reduced working
hours and a limited workforce during this time as per instructions received from local

authorities;

. it may lead to an overall deterioration in the economy with decreased business activity which
could adversely affect our business as a whole, and in particular our revenue from fee based
services;

. it may lead to a reduction in the value of collateral provided for our Bank’s loans, leading to

higher than anticipated losses on default;

. it may result in a decline in disbursements on account of our target customers’ (amongst others,
daily wage earners, self-employed individuals and street vendors) operations being disrupted;

. there could be potential increase in our NPA levels due to possible deterioration in the credit
quality of our customers;

. there could be uncertainty regarding the conditions that must be satisfied before government
authorities completely lift “stay-at-home” orders and further imposition of such orders;

. the potential negative impact on the health and safety of our personnel, particularly because a
number of them were and could in future be afflicted by COVID-19, could result in a
deterioration in our ability to ensure business continuity during this disruption; and

. we may face increased risks emanating from an increase in number of individuals working from
home such as issues relating to productivity, connectivity and oversight challenges.

The extent to which the COVID-19 pandemic impacts our business and results will depend on future
developments, which are highly uncertain and cannot be predicted, such as new information which may
emerge concerning the severity of the coronavirus, the actions taken globally to contain the coronavirus
or treat its impact and vaccine distribution and effectiveness rates, among others. Further, the effect on
our business, operations and financial performance may be difficult to predict and may vary significantly
from that estimated by our management from time to time, and any action to contain or mitigate such
effect, whether government-mandated or opted by us may not have the anticipated impact or may fail to
achieve its intended purpose altogether. Existing insurance coverage may not provide protection for all
costs that may arise from all such possible events.

As India is a developing country with limited medical resources and certain places with dense
populations, the effects of COVID-19 in India are of a greater magnitude, scope and duration than those
experienced to date in other countries. To the extent that the COVID-19 pandemic adversely affects our
business and operations, it may also have the effect of heightening many of the other risks described in
this section. Any intensification of the COVID-19 pandemic or any future outbreak of another highly
infectious or contagious disease may adversely affect our business, results of operations and financial
condition.
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10.

10A.

Prospective Investors will not, without prior RBI approval, be able to acquire Equity Shares if such
acquisition would result in an individual or group holding 5.00% or more of our share capital or
voting rights; you may not be able to exercise voting rights in excess of 26.00% of the total voting
rights of our Bank.

The Banking Regulation Act, and RBI (Prior approval for acquisition of shares or voting rights in private
sector banks) Directions, 2015, requires that a person must obtain prior approval of the RBI, before
acquiring or agreeing to acquire shares or voting rights of a bank, either directly or indirectly, beneficial
or otherwise, by himself or acting in concert with other persons, wherein such acquisition (taken together
with shares or voting rights held by him or his relative or associate enterprise or persons acting in concert
with him) results in the aggregate shareholding of such persons to be 5.00% or more of the paid-up share
capital of a bank or entitles him to exercise 5.00% or more of the voting rights in a bank. An approval
may be granted by the RBI if it is satisfied that the applicant meets the fit and proper criteria laid down
by the RBI. The RBI may require the proposed acquirer to seek further RBI approval for subsequent
acquisitions in accordance with the provisions of applicable law. Further, the RBI may restrict any person
holding more than 5.00% of our total voting rights from exercising voting rights in excess of 5.00%, if
such person is deemed to be not fit and proper by the RBI. We have, in the past, been subject to regulatory
action on account of a failure to comply with such requirement.

For instance, the current combined shareholding of Shri Kannan Adityan Group and Shri
Balasubramanian Adityan Group in our Bank is 0.1132%. Certain bonus shares are yet to be issued to
these shareholders, since their shareholding is disputed. Our Bank has filed a petition before the High
Court of Madras seeking a clarification in this regard. Upon the allotment of the disputed bonus shares,
such groups may be categorized as a “major shareholder” of our Bank. The RBI, by way of its letter
dated April 8, 2020 has advised us that since the individual and combined shareholding of the groups in
our Bank is currently less than 5.00% of the paid-up share capital, it does not cross the threshold for them
to be treated as “major shareholder”. For details in relation to risks involving Equity Shares which are
under dispute pursuant to outstanding legal proceedings, see “— 37.73% of our paid up equity share
capital or 53.76 million Equity Shares are subject to outstanding legal proceedings which are pending
at various forums and, in connection with which, proceedings against our Bank have been initiated by
various regulatory authorities, including the RBI, the Directorate of Enforcement, some of whom have
imposed and sought to impose penalties on us in the past. We cannot assure you that these matters will
be resolved in a timely manner or at all and any adverse developments in such proceedings could result
in the imposition of injunctions or penalties or require us to incur significant costs to contest any of
which could have a material impact on our reputation, business, financial condition and results of
operation” on page 20. Our Bank has historically approached the RBI for clarification on voting rights,
and may have to do so in the future.

Further, as per the Banking Regulation Act, no shareholder in a bank can exercise voting rights on poll
in excess of 26.00% of the total voting rights of all the shareholders of our Bank. For details, see “Key
Regulations and Policies” on page 138.

We have had negative cash flows in the past and may continue to have negative cash flows in the
future.

We have in the last three Fiscals had, and may in the future, have negative cash flows. The following
table sets forth a summary of our cash flows for the periods indicated:
(< in million)

Particulars Fiscal 2022 Fiscal 2021 Fiscal 2020
Net cash used in operating activities 13,250.12 (6,703.63) 5,673.51
Net cash used in investing activities (1,068.28) (371.11) (201.79)
Net cash generated from financing activities (712.56) (3,240.00) 2,690.22

Negative cash flows over extended periods, or significant negative cash flows in the short term, may
materially impact our ability to operate our business and implement our growth plans. As a result, our
business, financial condition, results of operations, cash flows and prospects may be materially and
adversely affected. For further details, see “Financial Statements” and “Management’s Discussion and
Analysis of Financial Condition and Results of Operations” on pages 200 and 265, respectively.

We are required to maintain CRR and SLR and capital adequacy ratios and any increase in these
requirements could materially and adversely affect our business, financial condition, and results of
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11.

operations.

As a result of the statutory reserve requirements stipulated by the RBI, we may be more exposed
structurally to interest rate risk than banks in other countries. Under the Reserve Bank of India (Cash
Reserve Ratio (CRR) and Statutory Liquidity Reserve Ratio (SLR)) Directions, 2021 dated July 20, 2021
and the notifications issued by the RBI, we are subject to a CRR requirement under which we are
currently required to keep 4.50% of our net demand and time liabilities in current account with the RBI.
We do not earn interest on cash reserves maintained with the RBI. The RBI may further increase the
CRR requirement as a monetary policy measure and has done so on numerous occasions in the past.
Increases in the CRR requirement could materially and adversely affect our business, net interest income,
results of operations, and financial condition.

In addition, under the RBI’s regulations, our liabilities are subject to a SLR requirement, according to
which 18.00% of our net demand and time liabilities need to be invested in government securities,
treasury bills and other securities approved by the RBI from time to time. When the interest rate rises,
the value of these fixed coupon securities depreciates.

We cannot assure you that investment in such securities will provide returns better than other market
instruments or whether we will be able to maintain the CRR and the SLR in future. Further, any increase
in the CRR and the SLR requirements would reduce the amount of funds available for lending, which
may materially and adversely affect our business, financial condition, and results of operations.

In case the CRR falls below the minimum prescribed regulatory requirements in future, we may be
constrained in further expanding our business. The RBI or any other relevant authority may implement
a package of reforms, including the terms which capital securities are required to have, in a manner that
is different from what is currently envisaged, or may impose more onerous requirements. There can be
no assurance that we will be able to comply with such requirements or that any breach of applicable laws
and regulations will not adversely affect our reputation, business, financial condition, and result of
operations.

The RBI has issued guidelines based on the Basel 111 reforms on capital regulation on May 2, 2012, to
the extent applicable to banks operating in India. The Basel I11 capital regulation was implemented from
April 1, 2013 in India in a phased manner and was scheduled to be fully implemented by April 1, 2021
which had been deferred until October 1, 2021. In accordance with the master circular on “Basel 111
Capital Regulations” dated April 1, 2022, which consolidates all circulars and clarifications issued in
relation to Basel Il capital regulations till date, the Basel Ill capital regulations have been fully
implemented as on October 1, 2021. Accordingly, minimum capital conservation ratios as applicable
from March 31, 2018 (1.875%) continues to apply until the CCB attains the level of 2.50%. As of March
31, 2021, banks are required to maintain a common equity Tier-l adequacy ratio of 5.50%, minimum
Tier-1 capital ratio of 7.00%, minimum total capital ratio of 9.00%. In addition, banks are required to
maintain a capital conservation buffer (“CCB”) of 2.5%. As of March 31, 2022 we have maintained a
CRAR of 22.06 %, which includes the minimum requirement of 2.5% CCB as prescribed by the RBI.
Please refer “Management’s Discussion and Analysis of Financial Condition and Results of Operations
— Capital Adequacy” on page 287. If we fail to meet capital adequacy requirements, as may be prescribed
by RBI from time to time, RBI may take certain actions, including restricting our lending and investment
activities, further balance sheet growth, and the payment of dividends by us. These actions could also
materially and adversely affect our reputation, results of operations and financial condition.

We will be unable to open new branches unless we are listed and are also required to obtain prior
permission from the RBI to open new branches.

At our Bank’s annual general meeting held on January 29, 2016, our shareholders approved an increase
in our Bank’s authorised share capital to ¥ 5,000 million. However, our subscribed capital was not
increased to at least one-half of our authorized capital and consequently, we failed to comply with Section
12(1)(i). Further, the maximum time period of two years allowed by the RBI for complying with such
requirement had also expired on January 29, 2018. Pursuant to a letter dated June 11, 2019, RBI imposed
certain restrictions on us on the ground of non-compliance with Section 12(1)(i) of the Banking
Regulation Act, 1949. Subsequently, our Bank’s authorised share capital was reduced to X 2,800 million
in the Annual General Meeting held on October 28, 2020.

The restrictions pursuant to the letter dated June 11, 2019 which were imposed on us include (a)
withdrawal of the general permission to open new branches by our Bank branches, without prior
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approvals of RBI, (b) freezing of the remuneration of then managing director & chief executive officer
of our Bank, (c) restriction on entering into any new lines of business which are listed under Section 6(1)
of the Banking Regulation Act, 1949 and (d) restriction on declaration and distribution of dividends. Our
Bank had by way of its letter dated March 15, 2021 requested the RBI to lift the restrictions imposed on
us. Through letter dated March 25, 2021, while RBI acceded to our requests relating to (b), (c) and (d)
above, subject to the condition that our Bank shall list its Equity Shares on Stock Exchange(s) by
December 31, 2021. However, the restriction on opening new branches was not revoked and it was stated
that RBI will review such restriction upon completion of listing of our Equity Shares on the Stock
Exchanges. Further, by our letter dated December 16, 2021 to the RBI, we have sought for an extension
of the timeline for listing of Equity Shares. We are yet to receive a reply from the RBI in this regard.

In the event, we are not able to meet listing timeline set out above, RBI may take regulatory and
supervisory action which may include penalties, restricting our activities or otherwise enforcing
increased scrutiny and control over our operations, including by way of withholding approvals, or issuing
conditional approvals for the Bank. We cannot provide any assurance that any extension can be obtained
from RBI in relation such listing timeline.

There can be no assurance that this restriction will be lifted upon listing of Equity Shares on the Stock
Exchanges or due to the delay in listing of Equity Shares on the Stock Exchange(s) beyond December
31, 2021, that RBI will give us approval to open new branches in the future, or that the RBI will not
impose similar restrictions on us in the future, as a result of which our expansion strategy and business
prospects could be adversely affected.

The majority of our business premises are leased. Accordingly, we are exposed to risks typical to
leasing of commercial real estate, including risk of being required to relocate certain of our premises
from time to time.

As on March 31, 2022, we had 509 branches and 1,141 ATMs, of which 465 branches and 1,111 ATMs
were located on leased premises.

As on March 31, 2022, 23 of our branch leases had expired out of which 9 are in the process of being
renewed and for 6 branch leases, the sanction for renewal of lease has been granted by the Bank to the
relevant branch. Further, 29 of our ATM leases had expired, out of which 9 are in the process of being
renewed and for 2 ATM leases, the sanction for renewal of lease has been granted by the Bank to the
relevant ATM. The Bank is in various stages of the renewal process for expired ATM and branch leases.
The Bank is actively engaged in negotiations with owners of such leased premises for renewal. In certain
cases, owing to the owner being out of town or due to disputes among society members/owners, or any
ownership dispute, the renewal process is taking longer than usual. Termination of or failure to renew
lease agreements may require us to shift the concerned branch offices or the ATMs to new premises.
Further, in case of non-renewal of our leases or if such agreements are renewed on unfavorable terms
and conditions, we may be forced to procure alternative space for our existing branches and incur
additional costs for such relocation. We may also face the risk of being evicted in the event that our
landlords allege a breach on our part of any terms under these lease agreements and there is no assurance
that we will be able to identify suitable locations to re-locate our operations. This may cause a disruption
in our operations or result in increased costs, or both, which may materially and adversely affect our
business, financial condition, results of operations, and cash flows in respect of such premises. Some of
the lease agreements entered into by us may not be stamped, inadequately stamped or may not be
registered. In such event, these agreements may be inadmissible as evidence before a court of law.
Further, some of the immoveable properties used by us and taken on lease from time to time may have
one or more irregularities of title such as non-registration of lease deeds. We cannot assure you that we
would be able to enforce our rights under such agreements or in respect of such immovable properties,
and any inability to do so, could impair our operations and adversely affect our financial condition. For
further details, see “Our Business — Properties” on page 137. Details of properties taken on lease by our
Bank as of March 31, 2022 are annexed as Schedules 1 and 1A to this Prospectus on pages 368 and 384,
respectively.

We depend on the accuracy and completeness of information about customers and counterparties.
Our financial condition and results of operations could be negatively affected by relying on financial
statements of customers that do not comply with generally accepted accounting principles or on other
information that is incorrect or materially misleading.

In deciding whether to extend credit or enter into other transactions with customers and counterparties,
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we may rely on information furnished to us by or on behalf of such customers and counterparties,
including financial statements and other financial information and opinions on title deeds and valuation
of property. We may also rely on certain representations as to the accuracy and completeness of that
information. With respect to financial statements, we rely on reports of independent auditors of the
borrowers. For instance, in deciding whether to extend credit, we may assume that a customer’s audited
financial statements conform to generally accepted accounting principles and present fairly, in all
material respects, the financial condition, results of operations, and cash flows of that customer. Although
we have taken steps to strengthen our internal processes, our results of operations, financial condition
and cash flows could be negatively impacted by reliance on missing information or information provided
by third parties that is inaccurate or materially misleading. This may affect the quality of information
available to us about the credit history of our borrowers, especially individuals and small businesses. As
a consequence, our ability to effectively manage our credit risk may be adversely affected. Our financial
condition and results of operations could be negatively affected by relying on financial statements of
customers that do not comply with generally accepted accounting principles or on other information that
is incorrect or materially misleading.

We are dependent on our Key Managerial Personnel and the loss of, or our inability to attract or
retain, such persons could adversely affect our business, financial condition, results of operations and
cash flows.

Our performance and success depend largely on the efforts and abilities of our Key Managerial
Personnel. We believe that the inputs and experience of our Key Managerial Personnel are valuable for
the development of our business and operations and the strategic directions taken by our Bank. For details
on our Key Managerial Personnel, see “Our Management — Key Managerial Personnel” on page 180.

Our ability to sustain our growth depends upon our ability to attract and retain such personnel, developing
managerial experience to address emerging business and operating challenges and ensuring a high
standard of customer service. We cannot assure you that these individuals or any other member of our
management team will not leave us or join a competitor or that we will be able to retain such personnel
or find adequate replacements in a timely manner, or at all. We may require a long period of time to hire
and train replacement personnel when qualified personnel terminate their employment with our Bank.
We may also be required to increase our levels of employee compensation more rapidly than in the past
to remain competitive in attracting employees that our business requires. The loss of the services of such
persons may have an adverse effect on our business, results of operations and financial condition.
Additionally, the RBI reserves the right under the Banking Regulation Act to remove managerial persons
from office and/ or supersede the Board in order to protect interests of depositors of our Bank.

Attracting and retaining talented professionals is a key element to our growth strategy. We may also face
attrition of our existing workforce as a result of increased competition or other factors relating to our
businesses. For instance, our attrition rate in Fiscals 2020, 2021 and 2022 was 1.23%, 1.32% and 1.53%
respectively, calculated for each period by dividing the number of resignations during such period by the
average of number of employees as of the first day and last day of such period.

In addition, if the banking industry increasingly moves toward incentive-based pay schemes, attrition
rates could increase and we could be forced to alter our remuneration scheme. The resultant pressures
may result in diminished profitability, especially if rates of return do not experience a commensurate
rise. An inability to attract and retain such talented professionals or the resignation or loss of such
professionals may have an adverse impact on our business and future financial performance.

In addition, we may experience difficulties in managing our expanding workforce. If we cannot hire
additional qualified personnel or retain them, our ability to expand our business will be impaired and our
revenue could decline. We will need to recruit new employees, who will have to be trained and integrated
into our operations. We will also have to train existing employees to adhere properly to internal controls
and risk management procedures. Failure to train and motivate our employees properly may result in an
increase in employee attrition rates, require additional hiring, erode the quality of customer service, divert
management resources, increase our exposure to high-risk credit and impose significant costs on us.

Banking companies in India, are currently required to report financial statements as per Indian
GAAP. However, we may be required to prepare our financial statements in accordance with Ind AS
in the future. Differences exist between Ind AS and Indian GAAP, which may be material to investors’
assessment of our financial condition. The Ind AS financial information that we may be required to
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prepare in the future may not be comparable to the Indian GAAP financial information we currently
prepare.

The Ministry of Corporate Affairs, in its press release dated January 18, 2016, issued a roadmap for
implementation of Ind AS for scheduled commercial banks, insurance companies and NBFCs, which are
applicable to us. Such roadmap provided that these institutions were required to prepare Ind AS financial
statements for accounting periods commencing April 1, 2018 (including comparative financial
statements for the corresponding periods in the previous year). The RBI, by its circular dated February
11, 2016, required all scheduled commercial banks to comply with Ind AS for financial statements
commencing April 1, 2018 and also required such entities to prepare and submit proforma Ind AS
financial statements to the RBI since the six months ended September 30, 2016. However, the RBI,
through its notification dated March 22, 2019, decided to defer the implementation of Ind AS until further
notice for all scheduled commercial banks (except regional rural banks). Under applicable regulations,
scheduled commercial banks, are not permitted to undertake early adoption of Ind AS. Accordingly, we
continue to prepare and present our financial statements under Indian GAAP.

We have not determined with any degree of certainty the impact that such adoption will have on our
financial reporting. Furthermore, the new accounting standards will change, among other things, our
methodology for estimating allowances for probable loan losses and for classifying and valuing our
investment portfolio and revenue recognition policy. For estimation of probable loan losses, the new
accounting standards may require us to calculate the present value of the expected future cash flows
realizable from our loans, including the possible liquidation of collateral (discounted at the loan’s
effective interest rate). This may result in us recognizing allowances for probable loan losses in the future
which may be higher or lower than under current Indian GAAP.

Therefore, there can be no assurance that our financial condition, results of operations, cash flows or
changes in shareholders’ equity will not appear materially worse under Ind AS than under Indian GAAP.
In our transition to Ind AS reporting, when applicable, we may encounter difficulties in the ongoing
process of implementing and enhancing management information systems. Further, there is no significant
body of established practice on which to draw in forming judgments regarding the new system’s
implementation and application. There can be no assurance that our adoption of Ind AS will not adversely
affect our reported results of operations or financial condition and any failure to successfully adopt Ind
AS could adversely affect our business and the trading price of the Equity Shares.

We undertake fee based activities and our financial performance may be adversely affected by an
inability to generate income from such activities.

One of the primary drivers of our revenue are the fees that we charge for our products and services, and
the volume of such fees. The fees we charge our customers can depend upon a number of factors that
are, in part, within our control, which can include our overall business strategy, our expenses related to
a particular transaction type, the volume of transactions for a product or service (where the greater the
number of expected transactions will typically result in us getting a smaller fee, and vice versa), or
promotions that we may be running at any given time. Further, they are also dependent upon a number
of external factors, which can include general macro-economic conditions, the supply or demand for a
product and service, regulatory instructions (such as in the case of interchange fees), changes in general
banking activity and competitive factors. Competitive factors in particular, have and may continue to
have an adverse effect on our ability to charge higher fees to improve our margins.

In addition, as our fee charges are primarily on per transaction basis, the volume of transactions that we
record is a primary driver of our revenue. Set out below is our fee based income for past three Fiscals:

(in % million)

Particulars As on March 31,

2020 2021 2022
Fee Based Income 1,601.81 1,700.00 1,859.70
Total Income 39,925.29 42,534.02 46,564.35
% Fee Based Income to Total Income 4.01% 4.00% 3.99%

The volume of transactions depend upon a number of factors that are, in part, within our control, which
can include the number of and availability of customer touchpoints (i.e., ATMs, e-Lobbies, BCs, and
POS, Mobile Banking, internet Banking in addition to our 509 branches as on March 31, 2022), the
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usability of our customer facing technology and the reliability and capacity of such technology to handle
large volumes of transactions, our marketing efforts and customer care initiatives, and the extent to which
our customer touchpoints represent our brand in a positive manner. Our Bank is continuously upgrading
its technology platform to enhance user experience through alternate channel to facilitate to handle large
volume of transactions and generate fee income through digital channels. For instance, our Bank has
launched a mobile banking application “TMb MConnect” on June 23, 2016 and launched our new mobile
banking application “TMB Mbank on October 11, 2021”. Further, the volume of transactions also
depends upon a number of external factors, which can include general macro-economic conditions,
critical technology and power infrastructure, government initiatives regarding financial inclusion,
digitization of transactions and payments in India, changes in general banking activity and competition.

If we are unable to manage and plan for the factors within and out of our control, we may not adequately
set our fee structure to cover all or some of our costs or miss revenue generating opportunities, or even
where adequately set, we may miss opportunities to increase volume, each of which may adversely affect
our business, financial condition, results of operations and cash flows.

Any non-compliance with mandatory AML, KYC and CFT laws and regulations could expose us to
liability and harm our business and reputation.

In accordance with the requirements applicable to banks in India, we are mandated to comply with
applicable anti-money laundering (“AML”), know your client (“KYC”) and combating financing of
terrorism (“CFT”) regulations. These laws and regulations require us, among other things, to adopt and
enforce AML, KYC and CFT policies and procedures. We are also required to undertake constant review
and assessment of existing control processes and programs to meet the increased regulatory expectation.
We face significant challenges with system upgradation to meet the requirements of such regulatory
developments. Our reputation and business could suffer if any such parties use or attempt to use us for
money-laundering or illegal or improper purposes and such attempts are not detected or reported to the
appropriate authorities in compliance with applicable regulatory requirements. Although we believe that
we have adequate internal policies, processes and controls in place to prevent and detect AML and CFT
activity and ensure KYC compliance, there may be significant inconsistencies in the manner in which
specific operational and KYC, AML, CFT policies are actually interpreted and implemented at an
operational level in each of our branches. If we fail to comply with such laws and regulations, we may
be subject to regulatory actions, including imposition of fines and other penalties by the relevant
government agencies to whom we report.

Our Bank received a show cause notice on May 10, 2021 from RBI for failure to comply with KYC
norms. Our Bank had accordingly submitted due reply on May 24, 2021 detailing necessary
clarifications. Further, our Bank has by a letter dated June 22, 2021, provided information in relation to
our Bank’s AMLock system, transaction specific alerts system and has subsequently updated the AML
Software AMLock, pursuant to which all necessary risk parameters have been added.

If we are unable to manage our large network or implement our growth strategies, our operations
may suffer and our performance may be adversely affected.

Since our incorporation, our growth strategy has been anchored in Tamil Nadu. As of March 31, 2020,
2021 and 2022 our deposits and advances in the state of Tamil Nadu contributed to 75.93%, 76.33% and
75.06% of our Total Business. As of March 31, 2022, we had 4.32 million customers, 85.03% of our
overall customer base, contributing to our deposits and advances portfolios in the State of Tamil Nadu.
Apart from our home state, Tamil Nadu, we will focus on diversifying our reach in our already existing
network including in the states Gujarat, Maharashtra, Karnataka and Andhra Pradesh. As of March 31,
2022, our businesses, including the deposits and advances portfolios, in the state of Tamil Nadu,
Maharashtra, Andhra Pradesh, Karnataka and Gujarat contributed 75.06%, 5.78%, 3.67%, 3.47% and
2.91% to our Total Business.

Any such growth in our branches or services that we pursue may not be profitable immediately or at all
or may take more time than is planned to break even, and failure to do so within a reasonable period may
adversely affect our profitability. Historical growth and the speed of such growth is not indicative of any
future growth or speed of such growth.

We will need to enhance, improve and monitor our financial, accounting, information technology,
administrative and operational infrastructure and internal capabilities in order to manage the future
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growth of our business. We cannot assure you that we will succeed in doing so, as it is subject to many
factors beyond our control. Factors such as competition, customer requirements, regulatory regimes,
culture and business practices in these new markets may differ from those in our existing markets.

We may face risks associated with our large number of banking outlets and extensive network. Further,
as we plan to expand our geographic footprint in India, our business may be exposed to additional
challenges, including obtaining additional governmental or regulatory approvals, identifying and
collaborating with local businesses and other third parties with whom we may have no existing
relationship, successfully marketing our products and services in markets in which we have no or low
familiarity, preserving our asset quality as our geographical presence increases and our customer profile
changes, attracting customers in a market in which we do not have significant experience or visibility,
maintaining standardized systems and procedures across the network, adapting our marketing strategy
and operations to new markets in India in which different languages are spoken, higher technology costs,
developing and improving our products and delivery channels, upgrading, expanding and securing our
technology platform in physical locations, operational risks including integration of internal controls and
procedures, compliance with KYC, AML Foreign Account Tax Compliance Act and other regulatory
norms, ensuring customer satisfaction, recruiting, training and retaining skilled personnel for the
branches, failure to manage service providers in relation to any outsourced services. To address these
challenges, we may have to make significant investments that may not yield desired results or incur costs
that we may not be able to recover. If we are unable to implement our planned growth strategies, our
business, results of operations, financial condition and cash flows will be adversely affected.

We are currently significantly dependent on Retail, MSME and Agri-financing, customers and any
adverse developments in these segments could adversely affect our business, results of operations,
financial condition and cash flows.

We offer banking products and services to retail, MSME, agricultural and corporate customers. Our retail
asset products include home loans, personal loans, auto loans, educational loans, business loans as well
as security-backed loans of various types to our retail customers. Our MSME portfolio consists primarily
of various loan products to our MSME customers such as manufacturing, traders and services sector. Our
loans to the agricultural sector include loans to individual farmers, group of farmers, agriculture
businesses and agriculture corporates. For corporate customers, we offer various loans to corporates, in
textiles and other industries, with our assortment of banking products and services including working
capital, term financial, trade financial, structured finance services, foreign exchange business funding in
domestic and foreign currencies.

Our lending products are primarily focused on Retail, MSME and Agri-financing (“RAM?”) customers.
Our RAM portfolio has increased at a CAGR of 12.94% over the last three Fiscals from ¥ 231,427.36
million in Fiscal 2020 to X 295,205.01 million in Fiscal 2022, and represents 88.14% of our net advances
as on March 31,2022.

Accordingly, a reduction in or failure to grow our RAM customer base could lead to losses and adversely
affect our business and results of operations. Additionally, any decline in business, or in demand for our
banking products could adversely affect our business, results of operations, financial condition and cash
flows.

An increase in our portfolio of NPAs may materially and adversely affect our business and results of
operations.

Our management of credit risk involves having appropriate credit policies, underwriting standards,
approval processes, loan portfolio monitoring, collection and remedial management and an overall
architecture for managing credit risk in our business. If the credit quality of our borrowers, the growth of
our loan portfolio or our provisioning levels deteriorate due to various factors in either division, this
could have a material adverse effect on our overall business, results of operations, financial condition,
cash flows and prospects. Although we have credit monitoring and risk mitigation policies and
procedures in place for our business, these policies and procedures may not be accurate, properly
designed, or appropriately implemented, and we could suffer material credit losses. For example, if the
value of the collateral securing our credit portfolio is insufficient (including through a decline in its value
after the obtaining of such collateral) or if we face practical or legal impediments in enforcing collateral,
then we will be exposed to greater credit risk and an increased risk of non-recovery if related credit
exposures fail to perform. In addition, even if our policies and procedures are accurate and appropriate,

40



18.

we may not be able to anticipate future economic or financial developments or downturns, which could
lead to an increase in our NPAs.

(in X million)

As on March Gross NPA Gross Gross % Net NPA Net Net %
31, Advances Advances
2020 10,209.77 282,361.79 3.62%, 4,974.66 277,157.64 1.80%
2021 10,847.78 315,410.30 3.44% 6,138.26 310,696.03 1.98%
2022 5,709.23 337,481.69 1.69% 3,175.80 334,915.43 0.95%

* Please refer “Our Business” on page 116.

Although our Bank is making efforts to improve collections and to foreclose on existing impaired loans
in a timely manner, there cannot be any assurance that we will be successful in our efforts or that the
overall quality of our Bank’s loan portfolio will improve or will not deteriorate in the future. If our Bank
is unsuccessful in controlling or reducing its impaired loans, or if there is a significant increase in
impaired loans or deterioration in the quality of the assets that our Bank holds as security, our Bank’s
future financial performance could be materially and adversely affected.

Provisions for NPAs are created by a charge to our profit and loss account and are currently subject to
minimum provision requirements set by the RBI and our internal provisioning policies. The
determination of an appropriate level of loan losses and provisions involves a degree of subjectivity and
requires that we make estimates of current credit risks and future trends, all of which may be subject to
material changes. Any incorrect estimation of risks may result in our provisions not being adequate to
cover any further increase in the amount of NPAs or any further deterioration in our NPA portfolio.

Stress in certain sectors of the economy could impact our customers and result in higher levels of NPAs
and restructured assets in the future. Further, certain assets classified as restructured may subsequently
be classified as delinquent or non-performing in case borrowers fail to restore their financial viability
and honour their loan servicing obligations. There can be no assurance that the debt restructuring criteria
approved by us will be adequate or successful and that borrowers will be able to meet their obligations
under restructured advances. Any resulting increase in delinquency levels may adversely impact our
business, financial condition, and results of operations.

We may face asset and liability mismatches and we cannot assure you that we will always be successful
in maintaining a positive asset-liability gap (please refer “Selected Statistical Information — Assets
Liability Gap” on page 193). The Bank’s cumulative mismatches (as a percentage of cumulative cash
outflows, (please refer “Selected Statistical Information — Assets Liability Gap” on page 194) for the past
three years in various time buckets are as set out below:

Next Day (in %) 2-7 Days (in %) 8-14 days (in %)  15-30 days (in %)

March 31, 2020 713.07 292.21 211.97 110.20
March 31, 2021 1,183.10 144.01 125.75 73.94
March 31, 2022 655.02 176.27 145.24 68.50
Regulatory ceiling for 5% 10% 15% 20%

net cumulative
negative mismatches

We may rely on funding options with a short-term maturity period for extending long-term loans, which
may lead to negative asset-liability gap. Further, mismatches between our assets and liabilities are
compounded in case of pre-payments of the financing facilities we grant to our customers. Further, asset-
liability mismatches may also result in liquidity crunch or liquidity surplus situations and depending
upon the interest rate movement, such situations may adversely affect our Net Interest Income. If we are
unable to manage our assets and liabilities in a timely and cost-effective manner, it may lead to mismatch
in our assets and liabilities, leading to a liquidity risk which may have a material adverse effect on our
operations and profitability.

We may not be able to maintain or grow our CASA ratio in accordance with our strategy, which may
result in higher cost of funds, and which may materially affect our financial condition and results of
operations.

Our CASA ratio (please refer “Our Business” on page 116) improved from 25.85% as on March 31, 2020

to 28.52% as on March 31, 2021 and to 30.50% as on March 31, 2022. We have followed a segmental
approach to grow our CASA ratio by revamping our existing CASA products and introducing of new
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products like TASC (Trust, Association, Society, Club) accounts, CASA accounts of central and state
government schemes with Public Financial Management System facility enabled. However, attracting
customer deposits in the Indian market is competitive. Recently, apart from public and private sector
banks, we have also started facing competition from small finance banks and payment banks. Banks are
now free to fix differential interest rates on savings deposits for various value buckets. Though we have
introduced differential pricing mechanism by offering differential rate of interest to savings bank
customers having balance more than % 1.00 million at 3.25% p.a. and 3.00% for accounts maintaining
balance of ¥ 1.00 million and below, there is no assurance that we can successfully sustain this
mechanism, and that we will be successful in growing our CASA base. In future, we may also be forced
to increase interest rates for our CASA products further to remain competitive and there is no guarantee
that from such move we will be able to enhance our customer base enough to compensate for the increase
in interest rates. If we fail to maintain or grow our CASA ratio, it will result in a higher cost of funds,
and will impact our Bank’s financial condition and results of operations may be materially and adversely
affected.

Our business comprises both traditional general banking activities and micro banking activities that
exposes our business overall to the risks faced by each sector, which may negatively impact our
performance.

We offer a wide range of traditional banking, financial products and services primarily to retail,
agricultural, MSME and corporates covering general banking segments. We also offer micro banking
activities, i.e. providing loans of small amounts to low income individuals/groups. For instance, we
provide loans of up to ¥ 10,000 under PM Svanidhi scheme that are repayable in monthly instalments.
Traditional banking and micro banking activities undertaken by us are exposed to different risks that may
impact their operations and performance, including but not limited to regulatory requirements,
geographic and industry concentration risks, varied customer demographics and borrower profiles, risks
associated with secured and unsecured lending practices, and the ability to offer different types of
financial products to attract customers. Our presence in each of the general banking and micro banking
sectors uniquely exposes us overall to the risks present in each. Accordingly, such exposure to each may
result in events that materially adversely impact our operations and financial performance.

We are required to lend a minimum percentage of our Adjusted Net Bank Credit (“ANBC?”) to certain

priority sectors. Any adverse performance by such priority sectors or any change in the RBI’s
regulations relating to priority sector lending or our Bank’s inability to meet the priority sector lending
targets could attract punitive action from the regulator which may have an adverse impact.

The Reserve Bank of India (Priority Sector Lending — Targets and Classification) Directions, 2020 dated
September 4, 2020 (“PSL Regulations”) sets out the broad policy in relation to priority sector lending.
The Priority Sector Lending Regulations apply to all commercial banks licensed to operate in India by
the RBI. In terms of the PSL Regulations, the sectors categorised as priority sectors are agriculture,
micro, small and medium enterprises (“MSME”), export credit, education, housing, social infrastructure,
renewable energy and other sectors. Further, the PSL Regulations stipulate that domestic commercial
banks will have to allocate 40.00% of the adjusted net bank credit to PSL or credit equivalent of off-
balance sheet exposures, whichever is higher. Further, for agriculture sector, micro enterprises and
advance to weaker sections, the targets are 18.00%, 7.50% and 12.00% of the adjusted net bank credit or
credit equivalent of off-balance sheet exposures, whichever is higher, respectively. It has also prescribed
sub-targets for small and marginal farmers, micro-enterprises and weaker sections.

Our priority sector advances include advances for agricultural, MSME, educational, housing, renewable
energy, and social infrastructure sectors. As on March 31, 2022, our lending to priority sectors constituted
% 245,123.68 million or 77.20% of our ANBC, which comprised X 100,217.70 million or 31.56% of our
ANBC from agriculture, ¥ 124,342.11 million or 39.11% of our ANBC from MSME, and the balance X
20,563.87 million or 6.48% of our ANBC from educational, housing, renewable energy, and social
infrastructure sectors. Our total priority sector credit amounted to X 245,123.68 million as on March 31,
2022, of which our other priority sector credit amounted to X 20,563.87 million. Our ANBC amounted
to ¥ 317,513.29 million as on March 31, 2022.

Non-achievement of lending targets to priority sectors may, in addition to other consequences, also be
considered as a factor by the RBI while deciding grant of regulatory clearances and approvals for various
purposes. For a list of the material approvals and licenses required from the RBI under the Banking
Regulation Act and the RBI Act, see “Government and Other Approvals” beginning on page 305. We
cannot assure you that we will be able to meet the lending targets towards priority sectors. In case we are
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unable to meet such targets, we may have to deposit the shortfall with any one of the specified agencies,
and failure to do so may result in refusal of the RBI to grant us regulatory clearances and approvals in
the future. Further, any change in the RBI’s guidelines may require us to increase our lending to the
priority sectors, and inability of borrowers from the priority sectors to repay loans may result in an
increase in NPAs, which may materially and adversely affect our business, results of operations, and
financial condition.

Our business is vulnerable to interest rate related risks. Volatility in interest rates could adversely
affect our net interest margin, the value of our fixed income portfolio, our security receipts, our income
from treasury operations, the quality of our loan portfolio, and our financial performance.

Our interest income amounted to 82.33% of our total income in Fiscal 2022. Net interest income
represents the excess of interest earned from interest-earning assets (such as performing loans and
investments) over the interest paid on interest bearing customer deposits and borrowings. Our net interest
margin for Fiscals 2020, 2021 and 2022 was 3.64%, 3.77% and 4.10%, respectively.

Interest rates are sensitive to many factors beyond our control, including the RBI’s monetary policy and
domestic and international economic and political conditions, as well as other factors. Volatility and
changes in market interest rates could disproportionately affect the interest we earn on our assets as
compared to the interest we pay on our liabilities. The difference could result in an increase in interest
expense relative to interest income leading to a reduction in net interest income. Accordingly, volatility
in interest rates could materially and adversely affect our business and financial performance. An increase
in interest rates may also adversely affect the rate of growth of important sectors of the Indian economy,
such as corporate, retail, and agricultural sectors, which may materially and adversely impact our
business. Such increase in the interest rates may lead to inability of the borrowers to repay the loan
amount. Any consequent increase in the delinquency rates will mean that the interest income from such
advances will no longer accrue and this will further affect our net interest income.

Our sources of funding has primarily been capital, borrowings and deposits. The borrowings of our Bank
are by way of short term borrowings such as repo from the RBI which we rely on for our day to day
requirements. We also rely on deposits as a source of funds for our Bank. Accordingly, our cost of funds
is sensitive to interest rate fluctuations. The rates that we must pay to attract deposits are determined by
numerous factors such as the prevailing interest rate structure, competitive landscape, Indian monetary
policy, and inflation. If we fail to achieve or sustain continued growth of our deposit base, we may be
forced to rely more heavily on more expensive sources of funding, such as the wholesale market, which
could materially and adversely affect our profitability and business. In addition, interest-earning assets
tend to re-price more quickly than interest-bearing liabilities. Increases in interest rates applicable to our
liabilities, without concurrent or corresponding increases in interest rates applicable to our interest
bearing assets, may result in a decline in our net interest income, which could materially and adversely
affect our business and financial results.

Furthermore, in the event of rising interest rates, our borrowers may not be willing to pay correspondingly
higher interest rates on their borrowings and may choose to repay/pre-pay their loans with us, particularly
if they are able to switch to more competitively priced loans offered by other banks. Our inability to
retain customers as a result of rising interest rates may adversely impact our earnings in future periods.
Similarly, in the event of falling interest rates, we may face more challenges in retaining our customers
if we are unable to offer competitive rates on deposits as compared to other banks in the market which
could materially and adversely affect our business and financial results.

An inability to obtain, renew or maintain our statutory and regulatory permits and approvals required
to operate our business may adversely affect our business, financial condition, results of operation
and cash flows.

We are required to obtain various statutory and regulatory permits and approvals to operate our business
which requires us to comply with certain terms and conditions to continue our operations. For instance,
we require approvals from various regulatory authorities for various aspects of our operations (including
foreign exchange license, demat services) licenses. Failure to obtain these permits and approvals may
result in imposition of fines and penalties by the relevant regulator. Further it is possible that the RBI
may place stringent restrictions on our operations. There can be no assurance that any approval or
extension sought by us will be granted without onerous conditions being imposed on us, or at all if any
such conditions are not complied with.
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In addition, we are required to obtain certain approvals in the normal course of our business such as
employee provident fund, employees’ state insurance corporation registration and tax registrations. See
“Government and Other Approvals — Material approvals in relation to the business operations of our
Bank” beginning on page 305. We may also need to apply for new licenses and approvals, which may
expire from time to time. In the event that we are unable to obtain, renew or maintain other statutory
permits and approvals or comply with regulatory requirements, it may result in the interruption of all or
some of our operations, imposition of penalties and could materially and adversely affect our business,
financial performance and reputation. Further, our approvals and licenses are subject to numerous
conditions, some of which are onerous and may require us to incur substantial expenditure in order to
comply with such conditions. We may not, at all times, have all approvals required for our business. We
can also not assure that the approvals, licenses, registrations or permits issued to us will not be suspended
or revoked, or that applicable penalties will not be imposed on us in the event of non-compliance with
any terms and conditions. We may also incur substantial costs related to litigation if we are subject to
significant regulatory action, which may adversely affect our business, future financial performance and
results of operations.

We rely extensively on our information technology systems and any weakness, disruption or failure in
such systems, or breach of data, could adversely affect our operations and reputation. Further, our
success depends on our ability to innovate, upgrade and respond to new technological advances.

We are highly dependent on our information technology systems and our ability to efficiently and reliably
process a high volume of transactions across numerous locations and delivery channels. As organizations
extend out to clouds and mobile devices, IT departments have to radically change how they operate,
including how they procure products and services, how they manage technology and data assets, and IT’s
own role within the organization.

To ensure a robust and secure technology platform for our Bank, suitable internal policies and procedures
have been adopted. Our Information Technology consists of several other policies such as the information
security policy, IT network policy and IT procurement policy. The information security policy further
lays down a set of standards and procedures in relation to data leakage, network security, incident
response management. We also outsource some of our IT services like technology infrastructure
management, maintenance and support, software development maintenance and testing, and business
processes. In addition, our Bank has recently migrated from “Finacle 7.0.25” to “Finacle 10.2.25” with
effect from August 14, 2022.

If these service providers are unable to fulfil their contractual obligations or if we encounter any failure
in the timely implementation, performance or integration of such systems, we may experience
interruptions in our operations, loss of customers, damaged reputation and weakening of our competitive
position. See “Our Business — Information Technology” on page 134.

Our information technology systems are subject to potential internal and external weaknesses,
disruptions and failures such as damage or incapacitation by human error, natural disasters, electrical or
telecommunication outages, nation/ region-wide interruptions in the infrastructure, sabotage, computer
viruses, hacking, cyber-attacks or similar events, or loss of support services from other third parties, or
failures to timely upgrade our information technology systems.

On September 14, 2020, RBI released guidelines on automation of income recognition, asset
classification and provisioning processes in banks pursuant to which banks have been advised to put in
place and upgrade their systems by June 30, 2021 to, inter alia, recognize and derecognize income in
case of impaired assets, calculate provisioning requirement and classify assets as NPAs and NPIs in the
system, in each case, without any manual intervention. Our Bank has duly complied with and
implemented the RBI guidelines. Certain exceptions have been granted from system driven classification
in cases which are expected to be minimum and temporary subject to certain conditions. In such cases,
the banks are required to maintain system generated logs for all exceptions for a minimum period of three
years. Any failure to comply with such guidelines, or any other information technology related
guidelines, circulars or notifications issued by the RBI from time to time, may expose us to potential
regulatory action and penalties, thereby adversely affecting our financial condition, reputation and cash
flow.

Our industry is very competitive and our growth strategy depends on our ability to compete effectively.
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The banking and financing sector in India is highly competitive and we face competition in all our
principal areas of business. We face strong competition from much larger government controlled public
sector banks, Indian and foreign commercial banks, non-banking financial companies, payment banks,
small finance banks and other financial services companies as well. Public sector banks, which generally
have a much larger customer and deposit base, larger branch networks and Government support for
capital augmentation, pose strong competition to us. Traditionally, public banks have accounted for the
major proportion of the banking credit outstanding. However, low profitability, weak capital position,
low operational efficiency, and increase in stressed loans in the past few years led to slowdown in their
loan growth. As a result, public banks gradually lost market share to private banks, which were relatively
well capitalized and had higher degree of operational efficiency. Public banks which accounted for 71%
share in credit outstanding in Fiscal 2015, accounted for only 58% share in Fiscal 2022. (Source: CRISIL
Report) Mergers among public sector banks, including those encouraged and facilitated by Government
efforts, may result in enhanced competitive strengths in pricing and delivery channels for the merged
entities.

Our ability to continue to meet customer demand for new loans will depend primarily on our ability to
raise funds through deposits and refinancing on suitable interest rates and terms, and in a timely manner.
Our ability to raise such funds on competitive terms in the future will depend on various factors including
our credit ratings, macroeconomic factors, the regulatory environment and policy initiatives in India,
developments in the international markets affecting the Indian economy, outbreak of an infectious
disease, such as the COVID-19 pandemic, investors’ and/or lenders’ perception of demand for debt and
equity securities of scheduled commercial banks, and our current and future results of operations,
financial condition and cash flows.

The success of our banking operations depends on a number of factors, including the demand for our
services and our ability to compete with other banks and financial institutions effectively. There are
multiple players in the banking sector with various organisational structures. Loans in the microfinance
sector are provided by banks, small finance banks, non-banking finance company-microfinance
institutions, other non-banking finance companies, and non-profit organisations. They also provide loans
under the self-help group model. However, they also give microfinance loans directly or through business
correspondents to meet their priority-sector lending targets. In addition, many of our potential customers
in economically weaker segments do not have access to any form of organized institutional lending, and
rely on loans from informal sources, especially moneylenders, landlords, local shopkeepers and traders,
at higher interest rates.

If the number of scheduled commercial banks, public sector banks, private sector banks, payment banks,
small finance banks, and foreign banks with branches in the country increases, we will face increased
competition in the businesses, which could have a material adverse effect on our financial condition,
results of operations and cash flows.

In addition, we have faced and may face in the future attrition and difficulties in hiring at senior
management, specialized functions and other levels due to competition from existing banking entities, as
well as new banks and banking entities entering the market. Due to such intense competition, we may be
unable to execute our growth strategy successfully and offer competitive products and services, which
would have a material adverse effect on our business, financial condition, results of operations and cash
flows.

See “Our Business — Competition” on page 136.

Our risk management measures may not be fully effective in mitigating our risks in all market
environments or against all types of risks, which may adversely affect our business and financial
performance.

We have adopted various risk management policies, including operational risk management policy, credit
risk management policy, credit risk mitigation techniques and collateral management policy and fraud
risk management policy. The RBI guidelines have mandated Banks to implement the operational risk
management requirements. Our Bank has also constituted a risk management committee and an
Operational Risk Management Committee of Executives to effectively take decisions for handling and
mitigating any risks we may face.

However, we may not be able to effectively mitigate all our risk exposures. While we have risk
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management policies, our policies and procedures to identify, assess, monitor and manage risks may not
be fully effective. Some of our risk management systems are not automated and are subject to human
error. Some of our methods of assessing and managing risks are based on the use of observed historical
market behavior. As a result, these methods may not accurately predict future risk exposures which could
be significantly greater than those indicated by the historical measures. Management of operations, legal
and regulatory risks requires, among other things, policies and procedures to properly record and verify
a large number of transactions and events, and these policies and procedures may not be fully effective.
As we seek to expand the scope of our operations, we also face the risk that we may not be able to develop
risk management policies and procedures that are properly designed for new business areas or to manage
the risks associated with the growth of our existing businesses effectively. Implementation and
monitoring may prove particularly challenging with respect to businesses that we plan on developing.
An inability to develop and implement effective risk management policies may adversely affect our
business, financial condition, results of operations and cash flows.

Further, some of our risk management strategies may not be effective in a difficult market environment,
where other market participants may be attempting to use the same or similar strategies to deal with the
difficult market conditions. In such circumstances, it may be difficult for us to reduce our risk positions
due to the activity of such other market participants or government actions. Other risk management
methods depend upon an evaluation of information regarding markets, customers and counterparties or
other matters. This information may not in all cases be accurate, complete, up-to-date or properly
evaluated.

We are exposed to operational risks arising from inadequacy or failure of internal processes or systems
such as employee negligence, data theft, fraud and embezzlement by customers and/ or third parties, and
our actions may not be sufficient to result in an effective internal control environment. Given our high
volume of transactions and changing technology and digital and physical payments landscape, errors
may be repeated or compounded before they are discovered and rectified. Our management information
systems and internal control procedures that are designed to monitor our operations and overall
compliance may not be able to identify non-compliance or suspicious transactions in a timely manner,
or at all. Where internal control weaknesses are identified, our actions may not be sufficient to fully
correct such internal control weaknesses. In addition, certain processes are carried out manually, which
may increase the risk that human error, tampering, frauds or manipulation will result in losses that may
be difficult to detect. As a result, we may suffer monetary losses, which may not be recoverable or
covered by our insurance policies. Certain process, including the following, are carried out manually:

. manual transaction input;
o physical carrying of cash; and
. valuation of securities.

Instances where the Bank may suffer monetary losses which may not be covered adequately or at all by
insurance policies include the following:

@ In case of manual transaction input, any error in punching in an account number or amount will
lead to an incorrect credit, which if not recovered will lead to a loss.

(b) Valuation of securities is a third party action which is carried out by a valuer and any mistake
in valuation leading to overvaluation may lead to lesser realization at the time of sale.

Any failure or material weakness in our risk management architecture could adversely affect our
business, results of operations, financial condition and cash flows.

Our insurance coverage may be inadequate to cover claims. If we incur substantial uninsured loss or
loss that exceeds our insurance coverage, it could have an adverse effect on our business, cash flows,
results of operations and financial condition.

While we are covered by a range of insurance including group life insurance, group personal accident,
group health insurance and directors’ and officers’ liability insurance. Additionally, our deposits are
insured by the Deposit Insurance and Credit Guarantee Corporation. We believe such coverage is
consistent with industry practice in India and in accordance with the guidelines provided by RBI to cover
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risks associated with our business, we cannot assure you that the existing coverage will insure us
completely against all risks and losses that may arise in the future. We may not have insurance to cover
all of the risks associated with our business, as insurance coverage is either unavailable for certain risks
or is prohibitively expensive. In addition, even if such losses are insured, we may be required to
contribute a substantial deductible on any claim for recovery of such a loss, or the amount of the loss
may exceed our coverage for the loss. In addition, our insurance policies are generally subject to annual
renewal, and our ability to renew these policies on similar or otherwise acceptable terms, cannot be
assured. If we incur a serious uninsured loss or a loss that significantly exceeds the limits of our insurance
policies, it could have an adverse effect on our business, cash flows, results of operations and financial
condition.

Our operations could be adversely affected by strikes, work stoppages or increased wage demands by
our employees, changes in labour laws, or any other change in the relationship we have with our
employees.

We are exposed to the risk of strikes and other industrial actions by our employees as well as trade unions
that our employees are a part of. As on March 31, 2022, out of our 4,419 employees, 4,283 were members
of the two trade unions that have been recognized by us, Tamilnad Mercantile Bank Employee’s
Assaciation and Tamilnad Mercantile Bank Officers’ Association. We have entered into memoranda of
settlement with such association recording our agreement with such associations with respect to issues
of scale of pay and terms and conditions of service which are valid until October 31, 2022. We cannot
assure you that we will be able to renew such memoranda on favorable conditions after the expiry of
their current term. We cannot assure you that we will not experience disruptions in work due to disputes
or other problems with our work force in the future. Any labour unrest directed against us, including with
respect to increased wage demands, could prevent or hinder our normal operating activities, and, if not
resolved in a timely manner, could lead to disruptions in our operations. These actions are impossible for
us to predict or control and could adversely affect our business, results of operations, financial condition
and cash flows.

We may face cyber threats attempting to exploit our network to disrupt products and support services
to customers and/ or theft of sensitive internal data or customer information, which may cause damage
to our reputation and adversely affe