





























































































































12t Annual General | 10-Aug-2018 at 11:00 a.m. at the | NIL
Meeting registered office address : “Vaishnavi”,
#29,Union Street, off Infantry Road,
Bangalore - 560 001

Extra - Ordinary | 4-Apr-2018 at 11:00 am. at the |3
General Meeting registered office address : “Vaishnavi”,
#29,Union Street, off Infantry Road,
Bangalore - 560 001

WHISTLE BLOWER POLICY

The Bank has a whistle blower policy, which was approved by the Board on 8t Feb 2018. The policy
provides a whistle blowing route to employees, including part time, temporary and contract employees and
directors of the organisation.

Summary of the policy:

¢ The policy defines the incidents that are required to be reported by a whistle blower, the concerns and
safeguards to the whistle blower.

e The procedure for raising an issue under the policy as well as the investigation process and reporting of
the whistle blowing incidents are detailed in the policy.

COMPLIANCES:

There have been no instances of non-compliance by the Bank on any matter related to the capital markets,
nor have any penalty/strictures been imposed on the Bank by the Registrar of Companies, Reserve Bank of
India, Stock Exchanges or SEBI or any other statutory authority on such matters.

GENERAL SHAREHOLDER INFORMATION

Annual General Meeting

| Date and time: 19 August 2021, 11:00 a.m |
Venue : “The Fairway Business Park”, # 10/1, 11/2 |
& 12/2B Off Domlur, Koramangala Inner
Ring road, Next to EGL Business Park,
Challaghatta, Bengaluru - 560071

























us Nagendra D. Rao, B.Com,, LLB, F.CS

Practising Company Secretary

Form No. MR-3

SECRETARIAL AUDIT REPORT
FOR THE FINANCIAL YEAR ENDED 31ST MARCH 2021

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

The Members,

Jana Small Finance Bank Limited [Formerly Janalakshmi Financial Services Limited]

| have conducted the secretarial audit of the compliance of the applicable statutory provisions
and the acherence to good corporate practices by Jana Small Finance Bank Limited [Formerly
Janalakshmi Financial Services Limited] (hereinafter called the company). Secretarial Audit
was conducted in the manner that provided me a reasonable basis for evaluating the
corpo-ate conducts/statutory compliance's and expressing my opinion thereon.

Basec on my verification of the books, papers, minute books, forms and returns filed and
other records maintained by the company and also the information provided by the company,
ts officers. agents and authorized representatives during the conduct of the secretarial audit.
| hereby report that in my opinion, the company has, during the audit period covering the
financial year ended on 31st March 2021 complied with the statutory provisions listed
hereunder and also that the Company has proper Board-processes and compliance-
mechanism in place to the extent, in the manner and subject to the reporting made
hereinafter;

| have examined the books, papers, minute books, forms and returns filed and other records
maintained by the Company for the financial year ended on 31st March 2021 according to the
provisions of:

(1) The Companies Act, 2013 (the Act) and the rules made there under;

(i1) The Securities Contracts (Regulation) act, 1956 ('SCRA’") and the rules made there
under;

(111) The Depositories Act, 1996 and the Regulations and Bye-laws framed there under;

(V) Foreign Exchange Management Act, 1999 and the rules and regulations made there
under to the extent of Foreign Direct Investment, Overseas Direct Investment and

External Commercial Borrowings:
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(V) The following Regulations and Guidelines prescribed under the Securities and
Exchange Board of India Act, 1992 (‘SEBI Act’):-

(@) The Securities and Exchange Board of India (Substantial Acquisition of Shares and
Takeovers) Regulations, 2011 [Not Applicable];

(b) The Securities and Exchange Board of India (Prohibition of Insider Trading)
Regulations, 2015 [Not Applicable];

(c) The Securities and Exchange Board of India (Issue of Capital and Disclosure
Requirements) Regulations, 2018 [Not Applicable];

(d) The Securities and Exchange Board of India (Employee Stock Option Scheme and
Employee Stock Purchase Scheme) Guidelines, 1999 [Securities and Exchange
Board of India (Share Based Employee Benefits) Regulations, 2014 (effective 28th
October 2014); [Not Applicable];

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

(f) The Securities and Exchange Board of India (Registrars to an Issue and Share Transfer
Agents) Regulations, 1993 regarding the Companies Act and dealing with clients
(Not Applicable];

f) The Securities and Exchange Board of India (Delisting of Equity Shares) Regulations,
2009 [Not Applicable]; and

h) The Securities and Exchange Board of India (Buyback of Securities) Regulations,
2018[Not Applicable];

") Tae Securities and Exchange Board of India (Listing Obligations and Disclosure
Requirements) Regulations, 2015 [To the extent Applicable to Non Convertible
Debentures only].

(vi) The Laws as are applicable specifically to the Company are as under,

a) The Reserve Bank of India (RBI) Act, 1934;

b) The Banking Regulation Act, 1949:

c) “Operating Guidelines for Small Finance Banks” issued by RBI on October 6. 2016
(“SFB Operating Guidelines”).

d) Prevention of Money-Laundering Act (PMLA), 2002 and The Prevention of Money-
Laundering (Maintenance of Records, etc) Rules,QOQS} A D
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e) ~EMA Rules, Regulations and notifications issued from time to time:

f) Indian Stamp Act, 1899 and State Stamp Acts.

g) The Employees’ Provident Fund and Miscellaneous Provisions Act, 1952
h) The Child labour [Prohibition and Regulation] Act, 1986.

) Shops and Establishments Act applicable under various states and

J) The Sexual Harassment of Women at Workplace [Prevention, Prohibition and
Redressal] Act, 2013.

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

() Secretarial Standards with respect to Meetings of Board of Directors (SS-1) and
General Meetings (SS-2) issued by The Institute of Company Secretaries of India and
made effective 1st July, 2015).

(1) Tre Listing Agreements entered into by the Company with BSE Limited [BSE];

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

| further report that

The Board of Directors of the Company is duly constituted with proper balance of Executive
Directors, Non-Executive Directors and Independent Directors. The changes in the
composition of the Board of directors that took place during the period under review were
carried odt in compliance with the provisions of the Act.

Adequate notice is given to all directors to schedule the Board Meetings, agenda and
detailed notes on agenda were sent at least seven days in advance, and a system exists for
seeking and obtaining further information and clarifications on the agenda items before the
meeling and for meaningful participation at the meeting.

As per the Minutes of the Board of Directors duly recorded and signed by the Chairman, the
decisions were Unanimous and no dissenting views have been recorded.

| further report that there are adequate systems and processes in the company
commensurate with the size and operations of the company to monitor and ensure
compliance with applicable laws, rules, regulations and guidelines except to the extent as
mentioned below:

(oJ



As per the Small Finance Bank Licencing Guidelines by the RBI, equity shares of the Bank
are required to be listed on a Stock Exchange in Indian within Three Years from the date of
Commencement of Banking Business i.e., March 27, 2021. However the Bank has filed

Draft Red Herring Prospectus (DRHP) with Securities Exchange Board of India (SEBI) on
Maich 31, 2021.

| further report that during the audit period the company has in compliance with the Act:

.. The Company has issued aggregate of 8,654 Class A equity shares having a face value
of Rs. 10/- (Rupees Ten Only) each to its employees under ESOS 2018 in the reporting
period. Further, the Company complied with the requirement of necessary filings for
the allotment of shares made during the reporting period.

. The Company has not Altered the Memorandum of Association of the Company

. The Company has altered the Article number 6.3 of Articles of Association of the
Company.

Iv. The Company at its Extra Ordinary General Meeting held on March 25, 2021 has
approved Initial Public Offer of Equity Shares aggregates up to L] 7,000 million.

v. The existing issued and paid up Class A equity share capital of the Company/Bank of
Rs.50,72,72,570 has been reclassified as Ordinary Equity Shares of the Company. The
Company has approved the reclassification of Equity es at its Extra Ordinary
General Meeting held on March 25, 2021. Q@“DRAO

Signature:
Name of Company Secretary in Practice:
Nagendra D. Rao

FCS No. : 5553
Place: Bengaluru CPNo. : 7731
Date: May 13, 2021 UDIN : FOO5553C000293381

Note: My report of even date is to be read along with my letter of even date which is annexed
as Annexure - 1 and forms an integral part of this report.



ﬂs Nagendra D. Rao, B.Com., LLB., F.CS.

Practising Company Secretary

Annexure - 1
To,
The Members

Jana Small Finance Bank Limited [Formerly Janalakshmi Financial Services Limited]

My report of even date is to be read along with this letter.

Management's Responsibility

It is the responsibility of the management of the Company to maintain secretarial records,
devise prcper systems to ensure compliance with the provisions of all applicable laws and
regulations and to ensure that the systems are adequate and operate effectively.

Auditor's Responsibility

1. My responsibility is to express an opinion on these secretarial records. standards and
procedures followed by the Company with respect to secretarial compliances.

2. | believe that audit evidence and information obtained from the Company's management
IS adequate and appropriate for me to provide a basis for my opinion.

3. Wherever required, | have obtained the management's representation about the
compliance of laws, rules and regulations and happening of events etc.

Disclaimer

The Secretarial Audit Report is neither an assurance as to the future viability of the Company
nor of the efficacy or effectiveness with which the Mmanagement has conducted the affairs of
the Company.

Membership No. : FCS - 5553
Certificate of Practice No. : 7731

UDIN : FOO5553C000293381

Place: 3engaluru
Date: May 13, 2021

N
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& Associates

Chartered Accountants

INDEPENDENT AUDITOR’S REPORT

To the Members of Jana Small Finance Bank Limited
Report on the Audit of the Financial Statements
Opinion

We have audited the financial statements of Jana Small Finance Bank Limited (“the Bank”), which
comprise the Balance Sheet as at March 31, 2021, and the Profit and Loss Account and Cash Flow
Statement for the year then ended, and notes to the financial statements, including a summary of
significant accounting policies and other explanatory information.

In our opinion and to the best of our information and according to the explanations given to us, the
aforesaid financial statements give the information required by the Banking Regulations Act, 1949 as
well as the Companies Act, 2013(“the Act’) in the manner so required for Banking Companies and
give a true and fair view in conformity with the Accounting Standards prescribed under section 133
of the Act read with Companies (Accounts) Rules, 2014 as amended and other accounting principles
generally accepted in India, of the state of affairs of the Bank as at March 31, 2021, and profit, and
its cash flows for the year ended on that date.

Basis for Opinion

We conducted our audit in accordance with the Standards on Auditing (SAs) specified under section
143(10) of the Act. Our responsibilities under those Standards are further described in the Auditor’s
Responsibilities for the Audit of the Financial Statements section of our report. We are independent
of the Bank in accordance with the Code of Ethics issued by the Institute of Chartered Accountants
of India (ICAI) together with the ethical requirements that are relevant to our audit of the financial
statements under the provisions of the Act and the Rules thereunder, and we have fulfilled our other
ethical responsibilities in accordance with these requirements and the Code of Ethics. We believe
that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our
opinion.

Emphasis of Matter

We draw attention to Schedule 18(7.4) to the audited financial statements, which states that there
are changes in customer behaviour and pandemic fears, as well as restrictions on business and
individual activities, which has led to significant volatility in global and Indian financial markets. The
extent to which the CoVID-19 Pandemic will continue to impact the Bank’s operations and financial
results will depend on future developments, which are highly uncertain.

Our opinion is not modified in respect of this matter.
Key Audit Matters

Key audit matters are those matters that, in our professional judgment, were of most significance in
our audit of the financial statements of the current year. These matters were addressed in the
context of our audit of the financial statements as a whole, and in forming our opinion thereon, and
we do not provide a separate opinion on these matters.

Head Office: Il Floor, 101-106 Congress Buildings, 573 Mount Road, Chennai, Tamil Nadu, India 600006
Tel: +91 44 2434 9866, +91 44 2434 9867
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Independent Auditor’s Report
For the year ended March 31, 2021
Page 2 of 8

Sr.
No

Key Audit Matter

How the Key Audit Matter was addressed in
our audit

Identification of Non-Performing Assets (‘NPA’) and Provisioning on Advances

Total Loans and Advances (Net of Provision) as at March 31, 2021: Rupees 11,611.92 crores
Gross NPA as at March 31, 2021: Rupees 857.99 crores

Provision for NPA as at March 31, 2021: Rupees 239.31 crores

Provision for NPA for the year ended March 31, 2021 (including write-offs): Rupees 291.58

crores

Refer Schedule 17(5), Schedule 18(7), 18(10.4) and 18(15) to the financial statements.

Identification of NPA and measurement of
provision on account of NPA is made based
on the assessment of various criteria
stipulated in the Reserve Bank of India
(‘RBI’) guidelines on ‘Prudential Norms on
Income Recognition, Asset Classification and
Provisioning  pertaining to advances’
('IRACP’). The Bank is required to prepare a
Board approved policy as per the IRACP
guidelines for NPA identification and
provision.

The IRACP guidelines stipulate the
requirement to identify NPA through defined
criteria such as past due status, out of order
status etc. The provisions in respect of such
NPAs are made based on ageing and
classification of NPAs, recovery estimates,
value of security and other qualitative
factors and is subject to minimum
provisioning levels prescribed under the
IRACP and approved policy of the Bank in this
regard. In addition to this, for restructured
accounts, provision is made for erosion/
diminution in fair value of restructured
loans, in accordance with the RBI guidelines.
Further, NPA classification is made borrower
wise whereby if one facility of the borrower
becomes an NPA then all facilities of such a
borrower will be treated as an NPA.

The Bank is also required to apply its
judgement to determine the identification
and provision required against NPAs by
applying quantitative as well as qualitative
factors. The risk of identification of NPAs is
affected by factors like stress and liquidity
concerns in certain sectors.

Our audit procedures in respect of this area
included:

Verified the design and  operating
effectiveness of key controls (including
application controls) over approval, recording,
monitoring and recovery of loans, monitoring
overdue/ stressed accounts, identification of
NPA, provision for NPA and valuation of
security and collateral. Verification of
Application controls include testing of
automated controls, reports and system
reconciliations.

Evaluated the governance process and review
controls over calculations of provision of non-
performing advances, basis of provisioning in
accordance with the Board approved policy.

Performed other substantive procedures,
included but not limited to the following:

e Assessed the appropriateness of asset
classification and adequacy of related
provisioning by performing procedures
such as computation of overdue ageing,
assessment of borrower level NPA
identification and verification of
applicable provision rates as per IRACP
norms and Bank's Policy on test check
basis;

e Selected samples of performing loan
accounts to assess, independently,
whether such loan accounts should be
classified as NPA;

e Reviewed the collateral valuation
performed by the Bank on test check
basis;

Head Office: Il Floor, 101-106 Congress Buildings, 573 Mount Road, Chennai, Tamil Nadu, India 600006
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For the year ended March 31, 2021
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The Bank has framed policies in line with the
RBI's guidelines vide 'COVID-19 - Regulatory
Package' and 'COVID19 Regulatory Package -
Asset Classification and Provisioning' thereby
providing moratorium as a relief measure to
the borrowers and creating required
provisions against these reliefs. Additionally,
the Bank makes provisions on exposures that
are not classified as NPAs for identified
advances that can potentially slip into NPA.
These are classified as contingency
provisions.

Additionally, the Bank has considered the
impact of judgment, on identification of NPA
and provision thereof, which was vacated as
per Honourable Supreme Court Order on
March 23, 2021 and the RBI circular dated
April 7, 2021 in that connection.

We have identified 'ldentification of NPA and
Provisioning on Advances' as a key audit
matter in view of the significant level of
estimation involved, as well as the stringent
compliances laid down by the RBI in this
regard.

Considered the accounts reported by
the Bank and other Banks as Special
Mention Accounts (“SMA”) in RBI’s
central repository of information on
large credits (CRILC) to identify stress;

Assessed independently whether such
accounts can potentially be classified as
NPA and Red Flagged Accounts on test
check basis;

Performed inquiries with the credit and
risk departments to ascertain if there
were indicators of stress or occurrence
of an event of default in a particular
loan account or any product category or
any particular region that warrants NPA
assessment;

Selected samples for standard and
overdue accounts to assess compliance
with the RBI Circulars on ‘COVID-19 -
Regulatory Package’ and ‘COVID19
Regulatory Package - Asset
Classification and Provisioning’;

Selected sample of accounts
restructured under RBI Circulars on
‘Micro, Small and Medium Enterprises
(MSME) sector - Restructuring of
Advances’ and ‘Resolution Framework
for Covid-19-related Stress’ to assess
compliance with the RBI directions;

Selected samples of accounts which
were not declared as NPA due to the
interim order of Honourable Supreme
Court order and later on due to the
vacation of the interim order and the
RBI circular on ‘Asset Classification and
Income Recognition following the expiry
of Covid-19 regulatory package’ dated
April 07, 2021, to ensure that the asset
classification of borrower accounts has
been laid in accordance with the extant
RBI instructions/ IRACP norms;
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e Assessed the adequacy of disclosures

against the relevant accounting
standards and RBI requirements relating
to NPAs.

Verified the disclosures in accordance with
relevant accounting standards and RBI
requirements relating to NPA.

Information Technology (“IT”) Systems and

Controls

The Bank’s key financial accounting and
reporting processes are highly dependent
on information systems including
automated controls in systems, such that
there exists a risk that gaps in the IT
control environment could result in the
financial accounting and reporting
records being materially misstated.
Amongst, its multiple IT systems, five
systems namely Core Banking System
(‘CBS’), Oracle General Ledger (‘OGL’),
Sales Force Dot Com (‘SFDC’), Kondor Plus
and Workline Human Resource
Management System (‘HRMS’) are key for
its overall financial reporting.

We have identified ‘IT systems and
controls’ as key audit matter because of
the high-level automation, significant
number of systems being used by the
management and the complexity of the IT
architecture, changes made to the IT
systems during the year and its impact on
the financial reporting system.

Our audit procedures in respect of this area
included:

For testing the IT general controls,
application controls and IT dependent
manual controls, involved IT specialists as
part of the audit. The team also assisted in
testing the accuracy of the information
produced by the Bank’s IT systems.

Gathered a comprehensive understanding of
IT applications landscape implemented at
the Bank. It was followed by process
understanding, mapping of applications to
the same and understanding financial risks
posed by people-process and technology.

Key IT audit procedures includes testing
design and operating effectiveness of key
controls operating over user access
management (which includes user access
provisioning, de-provisioning, access review,
password configuration review, segregation
of duties and privilege access, change
management (which include change release
in production environment are compliant to
the defined procedures and segregation of
environment is ensured), program
development (which include review of data
migration activity), computer operations
(which includes testing of key controls
pertaining to, backup, Batch processing
(including interface testing), incident
management and data centre security),
System interface controls. This included
testing that requests for access to systems
were appropriately logged, reviewed, and
authorized. Also, entity level controls
pertaining to policy and procedure and
Business continuity plan assessment due
impact of COVID 19 was also part of our audit
procedure.
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In addition to the above, operating
effectiveness of certain automated controls,
that were considered as key internal system
controls over financial reporting were tested
using various techniques such as inquiry,
review of documentation/record/reports,
observation, and re-performance.

Information Other than the Financial Statements and Auditor’s Report Thereon

The Bank’s Board of Directors is responsible for the other information. The other information
comprises the information included in the Bank’s Director’s report, but does not include the financial
statements and our auditor’s report thereon.

Our opinion on the financial statements does not cover the other information and we do not express
any form of assurance conclusion thereon.

In connection with our audit of the financial statements, our responsibility is to read the other
information and, in doing so, consider whether the other information is materially inconsistent with
the financial statements or our knowledge obtained in the audit or otherwise appears to be materially
misstated. If, based on the work we have performed, we conclude that there is a material
misstatement of this other information, we are required to report that fact. We have nothing to
report in this regard.

Responsibilities of Management and Those Charged with Governance for the Financial Statements

The Bank’s Board of Directors is responsible for the matters stated in section 134(5) of the Act with
respect to the preparation of these financial statements that give a true and fair view of the financial
position, financial performance, and cash flows of the Bank in accordance with the accounting
principles generally accepted in India, including the Accounting Standards specified under section
133 of the Act, and provisions of Section 29 of the Banking Regulation Act, 1949 and circulars and
guidelines issued by the Reserve Bank of India (‘RBI’) from time to time (“the RBI Guidelines”), as
applicable to Bank. This responsibility also includes maintenance of adequate accounting records in
accordance with the provisions of the Act and RBI Guidelines for safeguarding of the assets of the
Bank and for preventing and detecting frauds and other irregularities; selection and application of
appropriate accounting policies; making judgments and estimates that are reasonable and prudent;
and design, implementation and maintenance of adequate internal financial controls, that were
operating effectively for ensuring the accuracy and completeness of the accounting records, relevant
to the preparation and presentation of the financial statement that give a true and fair view and are
free from material misstatement, whether due to fraud or error.

In preparing the financial statements, the Board of Directors is responsible for assessing the Bank’s
ability to continue as a going concern, disclosing, as applicable, matters related to going concern and
using the going concern basis of accounting unless the Board of Directors either intends to liquidate
the Bank or to cease operations, or has no realistic alternative but to do so.

Those Board of Directors are also responsible for overseeing the Bank’s financial reporting process.
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Auditor’s Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole
are free from material misstatement, whether due to fraud or error, and to issue an auditor’s report
that includes our opinion. Reasonable assurance is a high level of assurance, but is not a guarantee
that an audit conducted in accordance with SAs will always detect a material misstatement when it
exists. Misstatements can arise from fraud or error and are considered material if, individually or in
the aggregate, they could reasonably be expected to influence the economic decisions of users taken
on the basis of these financial statements.

As part of an audit in accordance with SAs, we exercise professional judgment and maintain
professional skepticism throughout the audit. We also:

¢ Identify and assess the risks of material misstatement of the financial statements, whether
due to fraud or error, design and perform audit procedures responsive to those risks, and
obtain audit evidence that is sufficient and appropriate to provide a basis for our opinion.
The risk of not detecting a material misstatement resulting from fraud is higher than for one
resulting from error, as fraud may involve collusion, forgery, intentional omissions,
misrepresentations, or the override of internal control.

e Obtain an understanding of internal control relevant to the audit in order to design audit
procedures that are appropriate in the circumstances. Under section 143(3)(i) of the Act, we
are also responsible for expressing our opinion on whether the Bank has internal financial
controls with reference to financial statements in place and the operating effectiveness of
such controls.

e Evaluate the appropriateness of accounting policies used and the reasonableness of
accounting estimates and related disclosures made by management.

e Conclude on the appropriateness of management’s use of the going concern basis of
accounting and, based on the audit evidence obtained, whether a material uncertainty exists
related to events or conditions that may cast significant doubt on the Bank’s ability to
continue as a going concern. If we conclude that a material uncertainty exists, we are
required to draw attention in our auditor’s report to the related disclosures in the financial
statements or, if such disclosures are inadequate, to modify our opinion. Our conclusions are
based on the audit evidence obtained up to the date of our auditor’s report. However, future
events or conditions may cause the Bank to cease to continue as a going concern.

e Evaluate the overall presentation, structure and content of the financial statements,
including the disclosures, and whether the financial statements represent the underlying
transactions and events in a manner that achieves fair presentation.

We communicate with those charged with governance regarding, among other matters, the planned
scope and timing of the audit and significant audit findings, including any significant deficiencies in
internal control that we identify during our audit.

We also provide those charged with governance with a statement that we have complied with
relevant ethical requirements regarding independence, and to communicate with them all
relationships and other matters that may reasonably be thought to bear on our independence, and
where applicable, related safeguards.
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Chartered Accountants

From the matters communicated with those charged with governance, we determine those matters
that were of most significance in the audit of the financial statements for the financial year ended
March 31, 2021, and are therefore, the key audit matters. We describe these matters in our auditor’s
report unless law or regulation precludes public disclosure about the matter or when, in extremely
rare circumstances, we determine that a matter should not be communicated in our report because
the adverse consequences of doing so would reasonably be expected to outweigh the public interest
benefits of such communication.

Report on Other Legal and Regulatory Requirements

1. The Balance Sheet and the Statement of Profit and Loss have been drawn up in accordance
with the provisions of Section 29 of the Banking Regulation Act, 1949 and Section 133 of the
Act and relevant rules issued thereunder.

2. As required by sub-section (3) of section 30 of the Banking Regulation Act, 1949, we report
that:
a. we have sought and obtained all the information and explanations which, to the best of
our knowledge and belief, were necessary for the purpose of our audit and have found
them to be satisfactory;

b. the transactions of the Bank, which have come to our notice during the course of audit,
have been within the powers of the Bank.

c. Since the key operations of the Bank are automated with the key applications integrated
to the core banking system, the audit is carried out centrally as all the necessary records
and data required for the purposes of our audit are available therein.

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

a. We have sought and obtained all the information and explanations which to the best of
our knowledge and belief were necessary for the purposes of our audit.

b. In our opinion, proper books of account as required by law have been kept by the Bank
so far as it appears from our examination of those books.

c. The Balance Sheet, the Profit and Loss Account and the Cash Flow Statement dealt with
by this Report are in agreement with the books of account.

d. In our opinion, the aforesaid financial statements comply with the Accounting Standards
specified under Section 133 of the Act, read with Rule 7 of the Companies (Accounts)
Rules, 2014 to the extent they are not inconsistent with the accounting policies
prescribed by RBI.

e. On the basis of the written representations received from the directors as on March 31,
2021, taken on record by the Board of Directors, none of the directors are disqualified as
on March 31, 2021, from being appointed as a director in terms of Section 164 (2) of the
Act.

f. With respect to the adequacy of the internal financial controls with reference to financial
statements of the Bank and the operating effectiveness of such controls, refer to our
separate Report in “Annexure A”.
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g. With respect to the other matters to be included in the Auditor’s Report in accordance
with Rule 11 of the Companies (Audit and Auditors) Rules, 2014, in our opinion and to the
best of our information and according to the explanations given to us:

i. The Bank has disclosed the impact of pending litigations on its financial position
in its financial statements - Refer Schedule 12, Schedule 17(13) and Schedule
18(13) to the financial statements.

ii. The Bank did not have any long-term contracts including derivative contracts for
which there were any material foreseeable losses.

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

h. With respect to the other matters to be included in the Auditor’s Report in accordance
with the requirements of Section 197(16) of the Act, as amended, the Bank is a banking
Company as defined under Banking Regulation Act, 1949. Accordingly, the requirements
prescribed under Section 197 of the Act do not apply.

MSKC & Associates (Formerly known as R K Kumar & Co)
Chartered Accountants
ICAl Firm Registration Number: 0015955

Tushar Kurani

Partner

Membership No. 118580
UDIN: 21118580AAAACM4446

Place: Mumbai
Date: May 13, 2021
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ANNEXURE A TO THE INDEPENDENT AUDITOR’S REPORT OF EVEN DATE ON THE FINANCIAL
STATEMENTS OF JANA SMALL FINANCE BANK LIMITED

[Referred to in paragraph (3f) under ‘Report on Other Legal and Regulatory Requirements’ in the
Independent Auditor’s Report]

Report on the Internal Financial Controls under Clause (i) of Sub-section 3 of Section 143 of the
Companies Act, 2013 (“the Act”)

We have audited the internal financial controls with reference to financial statements of Jana Small
Finance Bank Limited (“the Bank”) as of March 31, 2021, in conjunction with our audit of the financial
statements of the Bank for the year ended on that date.

Management’s Responsibility for Internal Financial Controls

The Bank’s Board of Directors is responsible for establishing and maintaining internal financial controls
based on the internal control with reference to financial statements criteria established by the Bank
considering the essential components of internal control stated in the Guidance Note on Audit of
Internal Financial Controls Over Financial Reporting issued by the Institute of Chartered Accountants of
India (ICAl) (the “Guidance Note”). These responsibilities include the design, implementation and
maintenance of adequate internal financial controls that were operating effectively for ensuring the
orderly and efficient conduct of its business, including adherence to Bank’s policies, the safeguarding
of its assets, the prevention and detection of frauds and errors, the accuracy and completeness of the
accounting records, and the timely preparation of reliable financial information, as required under the
Act.

Auditor’s Responsibility

Our responsibility is to express an opinion on the Bank's internal financial controls with reference to
financial statements based on our audit. We conducted our audit in accordance with the Guidance Note
and the Standards on Auditing, issued by ICAl and deemed to be prescribed under section 143(10) of
the Act, to the extent applicable to an audit of internal financial controls. Those Standards and the
Guidance Note require that we comply with ethical requirements and plan and perform the audit to
obtain reasonable assurance about whether internal financial controls with reference to financial
statements was established and maintained and if such controls operated effectively in all material
respects.

Our audit involves performing procedures to obtain audit evidence about the internal financial controls
with reference to financial statements and their operating effectiveness. Our audit of internal financial
controls with reference to financial statements included obtaining an understanding of internal
financial controls with reference to financial statements, assessing the risk that a material weakness
exists, and testing and evaluating the design and operating effectiveness of internal control based on
the assessed risk. The procedures selected depend on the auditor’s judgement, including the
assessment of the risks of material misstatement of the financial statements, whether due to fraud or
error.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis
for our audit opinion on the Bank’s internal financial controls with reference to financial statements.
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Meaning of Internal Financial Controls with Reference to Financial Statements

A Bank's internal financial control with reference to financial statements is a process designed to
provide reasonable assurance regarding the reliability of financial reporting and the preparation of
financial statements for external purposes in accordance with generally accepted accounting
principles. A Bank’s internal financial control with reference to financial statements includes those
policies and procedures that (1) pertain to the maintenance of records that, in reasonable detail,
accurately and fairly reflect the transactions and dispositions of the assets of the bank; (2) provide
reasonable assurance that transactions are recorded as necessary to permit preparation of financial
statements in accordance with generally accepted accounting principles, and that receipts and
expenditures of the bank are being made only in accordance with authorizations of management and
directors of the bank; and (3) provide reasonable assurance regarding prevention or timely detection of
unauthorized acquisition, use, or disposition of the bank's assets that could have a material effect on
the financial statements.

Inherent Limitations of Internal Financial Controls with Reference to Financial Statements

Because of the inherent limitations of internal financial controls with reference to financial
statements, including the possibility of collusion or improper management override of controls,
material misstatements due to error or fraud may occur and not be detected. Also, projections of any
evaluation of the internal financial controls with reference to financial statements to future periods
are subject to the risk that the internal financial control with reference to financial statements may
become inadequate because of changes in conditions, or that the degree of compliance with the
policies or procedures may deteriorate.

Opinion

In our opinion, the Bank has, in all material respects, adequate internal financial controls with
reference to financial statements and such internal financial controls with reference to financial
statements were operating effectively as at March 31, 2021, based on the internal control with
reference to financial statements criteria established by the Bank considering the essential components
of internal control stated in the Guidance Note.

MSKC & Associates (Formerly known as R K Kumar & Co)
Chartered Accountants
ICAI Firm Registration Number: 0015955

Tushar Kurani

Partner

Membership No. 118580
UDIN: 21118580AAAACM4446
Place: Mumbai

Date: May 13, 2021
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