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SECTION I: GENERAL
DEFINITIONS AND ABBREVIATIONS

This Red Herring 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, and references to
any legislation, statute, regulation, rules, guidelines or policies shall be to such legislation, statute, regulation,
rule, guidelines or policy as amended from time to time and any reference to a statutory provision shall include
any subordinate legislation made from time to time under that provision.

The words and expressions used in this Red Herring Prospectus but not defined herein, shall have, to the extent
applicable, the meanings ascribed to such terms under the Companies Act, the SEBI ICDR Regulations, the
SCRA, the Depositories Act or the rules and regulations made thereunder.

Notwithstanding the foregoing, terms used in “Statement of Special Tax Benefits”, “Key Regulations and
Policies in India” “Financial Statements”, “Outstanding Litigation and Material Developments” and “Main
Provisions of Articles of Association” beginning on pages 125, 213, 264, 479 and 539, respectively, shall have
the meanings ascribed to such terms in these respective sections.

General terms

Term Description
“our Bank”, “the Bank” or “the|YES Bank Limited, a public limited company incorporated under the provisions of the
Issuer” Companies Act, 1956 and having its Registered and Corporate Office situated at YES

BANK Tower, IFC -2, 15th Floor, Senapati Bapat Marg, Elphinstone (W), Mumbai
400 013, Maharashtra, India.

w¢E
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us”, or “our” Unless the context otherwise indicates or implies, our Bank and our Subsidiaries.

Bank related terms

Term Description

Additional Director Additional director(s) on the Board appointed by the RBI in terms of Section 36 AB of
the Banking Regulation Act and the Reconstruction Scheme.

“Articles of Association” or “AoA” | Articles of Association of our Bank, as amended.

Audit Committee The audit committee of the Board of Directors, as described in “Our Management”
beginning on page 243.

“Auditors” or “Statutory Auditors” | Independent auditors of our Bank, namely, B S R & Co. LLP, Chartered Accountants.

“Board” or “Board of Directors” Board of directors of our Bank or a duly constituted committee thereof.

“Chief Executive Officer” or | Chief executive officer of our Bank.
“CRO”

“Chief Financial Officer” or “CFO” | Chief financial officer of our Bank.

Company Secretary and | Company Secretary and Compliance Officer to the Offer.
Compliance Officer

Corporate  Social Responsibility | The corporate social responsibility committee of our Board, as described in “Our

Committee Management” beginning on page 243.
Director(s) Director(s) on the Board.
ESOP(s) Employee stock options granted to eligible employees pursuant to various ESOP

Schemes of our Bank, to receive equity shares in accordance with the terms and
conditions of each the respective ESOP Scheme.

ESOP Schemes The employee stock option schemes implemented by our Bank. For further details,
please see “Capital Structure” on page 91.

Equity Shares Equity shares of our Bank.

Executive Director An executive director of our Bank.

Group Company(ies) In terms of the SEBI ICDR Regulations, the term “group companies”, includes (i) such

companies (other than promoter(s) and subsidiary(ies)) with which our Bank had
related party transactions during the period for which financial information is
disclosed, as covered under applicable accounting standards, and (ii) any other
companies considered material by the Board. For further details, please see “Our
Group Companies” beginning on page 260.

Key Managerial Personnel Key managerial personnel of our Bank in terms of Regulation 2(1)(bb) of the SEBI
ICDR Regulations and as disclosed in “Our Management” beginning on page 243.
“Managing Director” or “MD” The managing director of our Bank.




Term

Description

Materiality Policy

The policy on materiality in relation to this Offer as adopted by our Board on July 3,
2020, for identification of: (a) material outstanding litigation; (b) companies to be
identified as Group Companies; and (c) material creditors, pursuant to the
requirements of the SEBI ICDR Regulations.

“Memorandum of Association” or
“MoA”

Memorandum of Association of our Bank, as amended.

Non-Executive Chairman

The non-executive chairman of our Bank.

Nomination and Remuneration
Committee

The nomination and remuneration committee of our Board, as described in “Our
Management” beginning on page 243.

Non- Executive Director

A Director not being an Executive Director.

Preference Shares

Preference shares of our Bank of face value of ¥ 100 each

Reconstruction Scheme

Yes Bank Limited Reconstruction Scheme, 2020 notified by the Department of
Financial Services, Ministry of Finance vide notification bearing no. G.S.R. 174(E)
dated March 13, 2020

“Registered Office” or “Registered
and Corporate Office”

The registered and corporate office of our Bank, located at YES BANK Tower, IFC -
2, 15" Floor, Senapati Bapat Marg, Elphinstone (W), Mumbai 400 013, Maharashtra,
India

“Registrar of Companies” or “RoC”

Registrar of Companies, Maharashtra at Mumbai.

Risk Management Committee

The risk management committee of the Board of Directors, as described in “Our
Management” beginning on page 243.

Restated Consolidated Financial
Information

Restated consolidated financial information of our Bank and its Subsidiaries,
comprising the consolidated restated balance sheet as at March 31, 2020, March 31,
2019 and March 31, 2018, the restated consolidated restated profit and loss account
and the consolidated restated cash flow statement for the years ended March 31, 2020,
March 31, 2019 and March 31, 2018, the summary statement of significant accounting
policies, and other explanatory information, and the report thereon, as approved by the
Board of Directors at their meeting held on July 3, 2020.

Restated  Standalone  Financial

Information

Restated standalone financial information of our Bank, comprising the standalone
restated balance sheet as at March 31, 2020, March 31, 2019 and March 31, 2018, the
restated standalone restated profit and loss account and the standalone restated cash
flow statement for the years ended March 31, 2020, March 31, 2019 and March 31,
2018, the summary statement of significant accounting policies, and other explanatory
information, and the report thereon, as approved by the Board of Directors at their
meeting held on July 3, 2020.

Restated Financial Information

Collectively, the Restated Consolidated Financial Information and Restated

Standalone Financial Information.

Shareholder(s)

Shareholders holding Equity Shares our Bank, from time to time.

Stakeholders’  Relationship &

Customer Service Committee

The stakeholders’ relationship & customer service committee of the Board of
Directors as described in “Our Management” beginning on page 243.

Subsidiaries

Subsidiaries of our Bank being, YES Securities (India) Limited, YES Asset
Management (India) Limited and YES Trustee Limited.

YAMIL

YES Asset Management (India) Limited

YTL

YES Trustee Limited

“YSIL” or “YES Securities”

YES Securities (India) Limited

Offer related terms

Term

Description

Acknowledgement Slip

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

“Allot”, “Allotment” or “Allotted”

The allotment or transfer, as the case may be, of Equity Shares pursuant to the Offer to
the successful Bidders.

Allotment Advice

Note or advice or intimation of Allotment sent to the 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.

Allottee

A successful Bidder to whom the Equity Shares are Allotted.

Anchor Investor

A Qualified Institutional Buyer, applying under the Anchor Investor Portion in
accordance with the requirements specified in the SEBI ICDR Regulations and this
Red Herring Prospectus.

Anchor Investor Allocation Price

The price at which Equity Shares will be allocated to Anchor Investors in terms of this
Red Herring Prospectus, which will be decided by our Bank, in consultation with the
BRLMs.




Term

Description

Anchor Investor Application Form

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

Anchor Investor Bidding Date

The day, being one Working Day prior to the Bid/Offer Opening Date, on which Bids
by Anchor Investors shall be submitted, and allocation to Anchor Investors shall be
completed.

Anchor Investor Offer Price

Final price at which the Equity Shares will be issued and Allotted to Anchor Investors
in terms of this Red Herring Prospectus and the Prospectus, which price will be equal
to or higher than the Offer Price but not higher than the Cap Price. The Anchor
Investor Offer Price will be decided by our Bank, in consultation with the BRLMs.

Anchor Investor Portion

Up to 60% of the QIB Portion which may be 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 shall be reserved for domestic Mutual Funds,
subject to valid Bids being received from domestic Mutual Funds at or above the
Anchor Investor Allocation Price.

Anchor Investor Pay-In Date

With respect to Anchor Investor(s), it shall be the Anchor Investor Bidding Date, and
in the event the Anchor Investor Allocation Price is lower than the Offer Price, not later
than two Working Days after the Bid/ Offer Closing Date.

Application Supported by Blocked

An application, whether physical or electronic, used by ASBA Bidders to make a Bid

Amount or ASBA and authorize an SCSB to block the Bid Amount in the specified bank account
maintained with such SCSB and will include amounts blocked by SCSB upon
acceptance of UPI Mandate Request by RIBs using the UP1 Mechanism.

ASBA Account A bank account maintained with an SCSB which may be blocked by such SCSB or the

account of the RII blocked upon acceptance of UPI Mandate Request by the RIls using
the UP1 Mechanism.

ASBA Bidders

All Bidders except Anchor Investors.

ASBA Form An application form, whether physical or electronic, used by ASBA Bidders which will
be considered as the application for Allotment in terms of this Red Herring Prospectus
and the Prospectus.

AXis Axis Capital Limited

Banker(s) to the Offer

Collectively, the Escrow Collection Bank(s), Refund Bank(s), Sponsor Bank and
Public Offer Account Bank(s).

Basis of Allotment

Basis on which Equity Shares will be Allotted to successful Bidders under the Offer, as
described in “Offer Structure” beginning on page 515.

Bid

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

Bid Amount

The highest value of optional Bids indicated in the Bid cum Application Form and
payable by the Bidder or blocked in the ASBA Account of the Bidder, as the case may
be, upon submission of the Bid.

However, Eligible Employees applying in the Employee Reservation Portion can apply
at the Cut-off Price and the Bid amount shall be the Cap Price net of Employee
Discount, if any, multiplied by the number of Equity Shares Bid for by such Eligible
Employee and mentioned in the Bid cum Application Form.

Bid cum Application Form

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

Bid Lot

[e] Equity Shares and in multiples of one Equity Share thereafter.

Bid/Offer Closing Date

Except in relation to any Bids received from the Anchor Investors, the date after which
the Designated Intermediaries will not accept any Bids, being July 17, 2020, which
shall be published in all editions of the English national newspaper Financial Express,
all editions of Hindi national newspaper Jansatta, and Maharashtra edition of Marathi
daily newspaper Tarun Bharat (Marathi being the regional language of Mumbai, where
our Registered Office is located).

In case of any revisions, the extended Bid/Offer Closing Date will be widely
disseminated by notification to the Stock Exchanges, by issuing a press release.




Term

Description

Bid/Offer Opening Date

Except in relation to any Bids received from the Anchor Investors, the date on which
the Designated Intermediaries shall start accepting Bids, being July 15, 2020, which
shall be published in all editions of the English national newspaper Financial Express,
all editions of Hindi national newspaper Jansatta and Maharashtra edition of Marathi
daily newspaper Tarun Bharat (Marathi being the regional language of Mumbai, where
our Registered Office is located).

Bid/Offer Period

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 can submit their Bids, including any revisions thereof, in accordance with the
SEBI ICDR Regulations.

Bidder

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

Bidding Centers

Centers at which at the Designated Intermediaries shall accept the ASBA Forms, i.e.,
Designated SCSB Branches for SCSBs, Specified Locations for Syndicate, Broker
Centres for Registered Brokers, Designated RTA Locations for RTAs and Designated
CDP Locations for CDPs.

BoFA

DSP Merill Lynch Limited

Book Building Process

Book building process, as provided in Schedule X111 of the SEBI ICDR Regulations, in
terms of which the Offer is being made.

Book Running Lead Managers or
BRLMs

The book running lead managers to the Offer namely, Kotak Mahindra Capital
Company Limited, SBI Capital Markets Limited*, Axis Capital Limited, Citigroup
Global Markets India Private Limited, DSP Merrill Lynch Limited, HSBC Securities
and Capital Markets (India) Private Limited, ICICI Securities Limited, and YES
Securities (India) Limited*.

*In compliance with the proviso to Regulation 21A(1) of the Securities and Exchange
Board of India (Merchant Bankers) Regulations, 1992, as amended, read with proviso
to Regulation 121 (3) of the SEBI ICDR Regulations, SBI Capital Markets Limited and
YES Securities (India) Limited will be involved only in marketing of the Offer.

Broker Centres

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

“CAN” or “Confirmation of | Notice or intimation of allocation of the Equity Shares sent to Anchor Investors, who
Allocation Note” have been allocated the Equity Shares, on/after the Anchor Investor Bidding Date.
Citi Citigroup Global Markets India Private Private Limited

“Collecting Registrar and Share
Transfer Agents” or “CRTAs”

Registrar and share transfer agents registered with SEBI and eligible to procure Bids at
the Designated RTA Locations in terms of the UPI Circular.

Cap Price

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.

Cash Escrow and Sponsor Bank
Agreement

Agreement dated July 7, 2020 entered into by our Bank, the Registrar to the Offer, the
BRLMs, Syndicate Members, the Banker(s) to the Offer, including the Sponsor Bank
in accordance with the UPI Circular for the collection of the Bid Amounts from Anchor
Investors, transfer of funds to the Public Offer Account and where applicable, refunds
of the amounts collected from Bidders, on the terms and conditions thereof.

Client ID

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

“Collecting Depository Participant”
or “CDP”

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 number CIR/CFD/POLICYCELL/11/2015 dated November 10, 2015 issued by
SEBI.

Cut-off Price

Offer Price, finalised by our Bank, in consultation with the BRLMs, which shall be any
price within the Price Band.

Only Retail Individual Bidders and Eligible Employees Bidding in the Employee
Reservation Portion are entitled to Bid at the Cut-off Price. QIBs (including Anchor
Investors) and Non-Institutional Bidders are not entitled to Bid at the Cut-off Price.

Demographic Details

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, where
applicable.

Designated CDP Locations

Such locations of the CDPs where Bidders can submit the ASBA Forms. The details of
such Designated CDP Locations, along with names and contact details of the CDPs
eligible to accept ASBA Forms are available on the respective websites of the Stock
Exchanges (www.bseindia.com and www.nseindia.com).
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Term

Description

Designated Date

The date on which funds are transferred from the Escrow Account and the amounts
blocked are transferred from the ASBA Accounts, as the case may be, to the Public
Offer Account or the Refund Account, as appropriate, in terms of this Red Herring
Prospectus and the Prospectus, after the finalisation of the Basis of Allotment in
consultation with the Designated Stock Exchange.

Designated Intermediaries

In relation to ASBA Forms submitted by RIls and Eligible Employees authorising an
SCSB to block the Bid Amount in the ASBA Account, Designated Intermediaries shall
mean

SCSBs.

In relation to ASBA Forms submitted by Rlls and Eligible Employees where the Bid
Amount will be
blocked upon acceptance of UPI Mandate Request by such RIl using the UPI
Mechanism, Designated Intermediaries shall mean Syndicate, sub-syndicate,
Registered Brokers, CDPs and RTAs.

In relation to ASBA Forms submitted by QIBs Nlls,
Designated  Intermediaries shall mean SCSBs, Syndicate, sub-syndicate,
Registered Brokers, CDPs and RTASs.

Designated RTA Locations

Such locations of the RTAs where Bidders can submit the ASBA Forms to RTAs.

The details of such Designated RTA Locations, along with names and contact details of
the RTAs eligible to accept ASBA Forms are available on the respective websites of
the Stock Exchanges (www.bseindia.com and www.nseindia.com).

Designated SCSB Branches

Such branches of the SCSBs which shall collect the ASBA Forms, a list of which is
available on the website of SEBI at
http://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.

Designated Stock Exchange

BSE Limited

Eligible Employees

All or any of the following:

(a) a permanent employee of our Bank, working in India or outside India, (excluding
such employees who are not eligible to invest in the Offer under applicable laws) as of
the date of this Red Herring Prospectus and who continues to be a permanent employee
of our Bank, as of the date of submission of the Bid cum Application Form; and

(b) a Director of our Bank, whether whole time or not, who is eligible to
apply under the Employee Reservation Portion under applicable law as on the
date of this Red Herring Prospectus and who continues to be a Director of our Bank, as
of the date of submission of the Bid cum Application Form, but not including Directors
who either themselves or through their relatives or through any body corporate, directly
or indirectly, hold more than 10% of the outstanding Equity Shares of our Bank.

The maximum Bid Amount under the Employee Reservation Portion by an
Eligible Employee shall not exceed ¥ 500,000. However, the initial Allotment to an
Eligible Employee in the Employee Reservation Portion shall not exceed
% 200,000. Only in the event of under-subscription in the Employee Reservation
Portion, the unsubscribed portion will be available for allocation and Allotment,
proportionately to all Eligible Employees who have Bid in excess of X 200,000, subject
to the maximum value of Allotment made to such Eligible Employee not exceeding X
500,000.

Eligible NRI(s)

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 this Red
Herring Prospectus will constitute an invitation to subscribe to or to purchase the
Equity Shares.

Employee Discount

Our Bank, in consultation with the BRLMs, may offer a discount to Eligible
Employees and which shall be announced at least one Working Days prior to the Bid /
Offer Opening Date.

Employee Reservation Portion

The portion of the Offer being up to [e®] Equity Shares aggregating up to 32,000
million, available for allocation to Eligible Employees, on a proportionate basis.

Escrow Account(s)

Account opened with the Escrow Collection Bank(s) and in whose favour the Anchor
Investors will transfer money through direct credit/NEFT/RTGS/NACH in respect of
the Bid Amount when submitting a Bid.
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Term

Description

Escrow Collection Bank(s)

Bank(s) which are clearing members and registered with SEBI as bankers to an issue
and with whom the Escrow Account(s) will be opened, in this case being YES Bank
Limited.

First Bidder

Bidder whose name shall be 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.

First Underwriting Agreement

The agreement dated July 7, 2020 among the our Bank, SBICAP and the Registrar.

Floor Price

The lower end of the Price Band, subject to any revision thereto, at or above which the
Offer Price and the Anchor Investor Offer Price will be finalised and below which no
Bids will be accepted.

General Information Document

The general information document for investing in public issues prepared and issued in
accordance with the circular (SEBI/HO/CFD/DIL1/CIR/P/2020/37) dated March 17,
2020, notified by SEBI.

HSBC HSBC Securities and Capital Markets (India) Private Limited
I-Sec ICICI Securities Limited
KMCC Kotak Mahindra Capital Company Limited

Maximum RIB Allottees

Maximum number of RIBs who can be allotted the minimum Bid Lot. This is
computed by dividing the total number of Equity Shares available for Allotment to
RIBs by the minimum Bid Lot, subject to valid Bids being received at or above the
Offer Price.

Mutual Fund Portion

5% of the QIB Portion (excluding the Anchor Investor Portion), or [e] Equity Shares
which shall be available for allocation to Mutual Funds only on a proportionate basis,
subject to valid Bids being received at or above the Offer Price.

Mutual Funds

Mutual funds registered with SEBI under the Securities and Exchange Board of India
(Mutual Funds) Regulations, 1996.

Net Offer

The Offer less the Employee Reservation Portion.

Net QIB Portion

The portion of the QIB Portion less the number of Equity Shares Allotted to the
Anchor Investors.

Net Proceeds

Proceeds of the Offer that will be available to our Bank, less Offer Expenses to the
extent applicable to the Offer. For further details, plese see “Objects of the Offer”
beginning on page 118.

“Non-Institutional ~ Bidder”

“NIBs”

or

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

Non-Institutional Portion

The portion of the Offer being not less than 15% of the Net Offer consisting of [e]
Equity Shares, which shall be available for allocation on a proportionate basis to Non-
Institutional Bidders, subject to valid Bids being received at or above the Offer Price.

Non-Resident

A person resident outside India, as defined under FEMA.

Offer Agreement

The agreement dated July 7, 2020 amongst our Bank, and the BRLMs, pursuant to
which certain arrangements are agreed to in relation to the Offer.

Offer

Further public offering of up to [e] Equity Shares for cash at a price of X [®] per Equity
Share (including share premium of X [®] per Equity Share) aggregating up to X 150,000
million by way of a fresh issue by our Bank. The Offer includes a reservation of up to
[#] Equity Shares aggregating up to 32,000 million, in favour of Eligible Employees.

Offer Price

The final price at which the Equity Shares will be Allotted to successful Bidders, other
than Anchor Investors. The Offer Price will be decided by our Bank, in consultation
with the BRLMs on the Pricing Date, in accordance with the Book Building Process
and in terms of this Red Herring Prospectus.

A discount may be offered to Eligible Employees bidding in the Employee
Reservation Portion. This Employee Discount, if any, will be decided by our
Bank, in consultation with the BRLMs

Price Band

Price band of a minimum price of X [e] per Equity Share (Floor Price) and the
maximum price of X [®] per Equity Share (Cap Price) including any revisions thereof.
The Price Band and the minimum Bid Lot for the Offer will be decided by our Bank, in
consultation with the BRLMs, and will be advertised in all editions of Financial
Express, all editions of Jansatta and in the Maharashtra edition of Tarun Bharat (which
are English, Hindi and Marathi newspapers, respectively, Marathi also being the
regional language of Maharashtra, wherein the registered and corporate office of our
Bank is located) at least one Working Day prior to the Bid/Offer Opening Date, with
the relevant financial ratios calculated at the Floor Price and at the Cap Price, and shall
be made available to the Stock Exchanges for the purpose of uploading on their
respective websites.

Pricing Date

The date on which our Bank in consultation with the BRLMs, will finalise the Offer
Price.




Term

Description

Prospectus

The prospectus to be filed with the RoC in accordance with the Companies Act, 2013,
and the SEBI ICDR Regulations containing, inter alia, the Offer Price that is
determined at the end of the Book Building Process, the size of the Offer and certain
other information, including any addenda or corrigenda thereto.

Public Offer Account

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

Public Offer Account Bank(s)

The bank with which the Public Offer Account is opened for collection of Bid
Amounts from Escrow Account and ASBA Account on the Designated Date, in this
case being YES Bank Limited.

“QIB Category” or “QIB Portion”

The portion of the Offer (including the Anchor Investor Portion) being up to 50% of
the Net Offer consisting of [e] Equity Shares which shall be allocated on a
proportionate basis to QIBs, 5% of which shall be allocated to Mutual Funds.

“Qualified Institutional Buyers” or
“QIBs” or “QIB Bidders”

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

“Red Herring Prospectus” or|The This red herring prospectus issued in accordance with Section 32 of the

“RHP” Companies Act, 2013 and the provisions of the SEBI ICDR Regulations, which does
not have complete particulars of the price at which the Equity Shares will be offered
and the size of the Offer including any addenda or corrigenda thereto.

Refund Account(s) The account(s) opened with the Refund Bank(s), from which refunds, if any, of the
whole or part of the Bid Amount to the Anchor Investors shall be made.

Refund Bank(s) The Banker(s) to the Offer with whom the Refund Account(s) will be opened, in this
case being YES Bank Limited.

Registered Brokers Stock brokers registered with the stock exchanges having nationwide terminals, other
than the BRLMs and the Syndicate Members eligible to procure Bids.

Registrar Agreement The agreement dated July 4, 2020 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 | Registrar and share transfer agents registered with SEBI and eligible to procure Bids at

Agents” or “RTAs” the Designated RTA Locations in terms of circular no.
CIR/CFD/POLICYCELL/11/2015 dated November 10, 2015 and the UPI circular, as
per the lists available on the websites of BSE and NSE.

“Registrar to the Offer” or|KFIN Technologies Private Limited.

“Registrar”

“Retail Individual Bidder(s)” or
“RIB(s) or “RII(s)”

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

Retail Portion

The portion of the Offer being not less than 35% of the Net Offer consisting of [e]
Equity Shares which shall be available for allocation to Retail Individual Bidders in
accordance with the SEBI ICDR Regulations, subject to valid Bids being received at or
above the Offer Price.

Revision Form

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).

QIB Bidders and Non-Institutional Bidders are 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 and Eligible Employees can revise and / or withdraw their Bids
during the Bid/Offer Period, until the Bid/Offer Closing Date.

SBICAP

SBI Capital Markets Limited.

Second Underwriting Agreement

The agreement among the Underwriters and our Bank to be entered into at any time
after determination of the Offer Price but prior to, or as of, the date of the Prospectus.

“Self-Certified Syndicate Bank(s)”
or “SCSB(s)”

The banks registered with SEBI, offering services in relation to ASBA, a list of which
is available on the website of SEBI at
http://www.sebi.gov.in/sebiweb/other/OtherAction.do?doRecognised=yes and updated
from time to time and at such other websites as may be prescribed by SEBI from time
to time.

Specified Locations

Bidding centres where the Syndicate shall accept ASBA Forms from Bidders.

Sponsor Bank

The Banker to the Offer registered with SEBI, a list of which is available on the
website of SEBI at
https://www.sebi.gov.in/sebiweb/other/OtherAction.do?doRecognisedFpi=yes&intmld
=41 and update from time to time, which is appointed by our Bank to act as a conduit
between the Stock Exchanges and the NPCI in order to push the mandate collect
requests and / or payment instructions of the RIls into the UPI, the Sponsor Bank in
this Offer being Kotak Mahindra Bank Limited.

Stock Exchanges

Collectively, BSE Limited and National Stock Exchange of India Limited.
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Term

Description

Syndicate Agreement

Agreement dated July 7, 2020 entered into among our Bank, the Registrar to the Offer,
the BRLMs and the Syndicate Members in relation to collection of Bid cum
Application Forms by Syndicate.

Syndicate Members

Intermediaries registered with SEBI who are permitted to accept bids, applications and
place order with respect to the Offer and carry out activities as an underwriter, namely,
Investec Capital Services (India) Private Limited, Kotak Securities Limited and SBI
CAP Securities Limited.

Syndicate

Together, the BRLMs and the Syndicate Members.

Systemically  Important
Banking Financial Bank

Non- | Systemically important non-banking financial company as defined under Regulation

2(1)(iii) of the SEBI ICDR Regulations.

Underwriters

SBICAP and [e].

Underwriting Agreements

Collectively, the First Underwriting Agreement and the Second Underwriting
Agreement.

UPI

Unified Payment Interface which is an instant payment mechanism, developed by
NPCI.

UPI Circular

Circular bearing number SEBI/HO/CFD/DIL2/CIR/P/2018/138 dated November 1,
2018, circular bearing number SEBI/HO/CFD/DIL2/CIR/P/2019/50 dated April 3,
2019, circular bearing number SEBI/HO/CFD/DIL2/CIR/P/2019/76 dated June 28,
2019,circular bearing number SEBI/HO/CFD/DIL2/CIR/P/2019/85 dated July 26,
2019, circular no. (SEBI/HO/CFD/DCR2/CIR/P/2019/133) dated November 8, 2019,
and circular no (SEBI/HO/CFD/DIL2/CIR/P/2020/50) dated March 30, 2020 as
amended from time to time issued by SEBI.

UPI ID

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

UPI Mandate Request

A request (intimating the RIl by way of a notification on the UPI application and by
way of a SMS directing the RII to such UPI application) to the RII initiated by the
Sponsor Bank to authorise blocking of funds in the relevant ASBA Account through
the UPI application equivalent to Bid Amount and subsequent debit of funds in case of
Allotment.

UPI Mechanism

The mechanism that may be used by an RII to make a Bid in the Offer in accordance
with the UPI Circular.

Working Day

All days on which commercial banks in Mumbai are open for business; provided
however, with reference to (a) announcement of Price Band; and (b) Bid/Offer Period,
“Working Day” shall mean all days, excluding all Saturdays, Sundays and public
holidays, on which commercial banks in Mumbai are open for business; (c) the time
period between the Bid/Offer Closing Date and the listing of the Equity Shares on the
Stock Exchanges, “Working Day” shall mean all trading days of Stock Exchanges,
excluding Sundays and bank holidays, as per the circulars issued by SEBI.

Conventional and General Terms or Abbreviations

Term /Abbreviation

Description / Full Form

%/ Rs./Rupees/ INR

Indian Rupee

AlIF(s)

Alternative investment funds, as defined and registered with SEBI under the Securities and
Exchange Board of India (Alternative Investment Funds) Regulations, 2012

AS / Accounting Standards

The Accounting standards issued by the ICAI

ASBA Circulars

Collectively, SEBI circular SEBI/CFD/DIL/ASBA/1/2009/30/12 dated December 30, 2009,
SEBI circular CIR/CFD/DIL/1/2011 dated April 29, 2011 and SEBI circular
SEBI/HO/CFD/DIL2/CIR/P/2020/13 dated January 22, 2020

BSE BSE Limited

CAGR Compound Annual Growth Rate

CDSL Central Depository Services (India) Limited

Central Government Central Government of India

CEO Chief Executive Officer

CClI Competition Commission of India

CIN Corporate identity number

Companies Act, 1956 Erstwhile Companies Act, 1956 along with the rules made thereunder
Companies Act, 2013 /|Companies Act, 2013 along with the rules made thereunder
Companies Act

Competition Act Competition Act, 2002

Cr.PC Code of Criminal Procedure, 1973

CSR Corporate social responsibility

Depositories Act Depositories Act, 1996

Depository A depository registered with SEBI under the Securities and Exchange Board of India

(Depositories and Participants) Regulations, 1996
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Term /Abbreviation

Description / Full Form

DFS

Department of Financial Services, Ministry of Finance

DIN

Director identification number

DIPP

Department of Industrial Policy and Promotion, Ministry of Commerce and Industry,
Government of India

DP / Depository Participant

Depository participant as defined under the Depositories Act

DP ID

Depository participant identification

DPII Department for Promotion of Industry and Internal Trade, Ministry of Commerce and
Industry, Government of India, earlier known as Department of Industrial Policy and
Promotion

EBITDA Profit from operating activities before depreciation, amortisation and exceptional items as
presented in the statement of profit and loss in the Financial Statements

EPS Earnings per share

FCNR Account Foreign Currency Non-Resident Account

FDI Foreign direct investment

FDI Policy The extant Consolidated Foreign Direct Investment Policy notified by the DIPP (now DPII)
through notification dated August 28, 2017 effective from August 28, 2017

FEMA Foreign Exchange Management Act, 1999, read with rules and regulations thereunder

FEMA Rules Foreign Exchange Management (Non-debt Instruments) Rules, 2019, as amended

Financial Year / FY / Fiscal

Period of 12 months ended March 31 of that particular year

FPI

Foreign Portfolio Investor

FPO

Further Public Offering

Fugitive Economic Offender

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

FVCls Foreign venture capital investors as defined in and registered with the SEBI, under the SEBI
FVCI Regulations

GDP Gross domestic product

GIR General Index Register

Government / Gol Central Government and/or the State Government, as applicable

GST Goods and Services Tax

HUF Hindu Undivided Family

IBC Insolvency and Bankruptcy Code, 2016

ICAI Institute of Chartered Accountants of India

IFRS International Financial Reporting Standards

India Republic of India

Indian GAAP Generally Accepted Accounting Principles followed in India

Ind AS Indian Accounting Standards as referred to and notified under the Companies (Indian
Accounting Standards) Rules, 2015

IPC Indian Penal Code, 1860

IPO Initial Public Offering

ISIN International securities identification number allotted by the Depository

IT Information Technology

IT Act Information Technology Act, 2000

Income-tax Act Income-tax Act, 1961

LIBOR London Interbank Offered Rate

Listing Agreement

Equity listing agreements entered into between our Bank and the Stock Exchanges in terms
of the SEBI Listing Regulations read along with SEBI Circular No. CIR/CFD/CMD/6/2015
dated October 13, 2015

MICR Magnetic Ink Character Recognition

Mutual Fund Mutual fund registered with SEBI under the Securities and Exchange Board of India (Mutual
Funds) Regulations, 1996

N.A./ N/A Not applicable

NACH National Automated Clearing House

Net Worth Net worth as defined in the RBI circular dated August 18, 2005, being the aggregate value of
the paid-up share capital and all free reserves, including share premium but excluding
revaluation reserve, investment fluctuation reserve, credit balance in profit and loss account,
after deducing the aggregate value of the debit balance in profit and loss account,
accumulated losses, if any, and intangible assets.

NEFT National Electronic Fund Transfer

Net Debt It is computed by reducing the amounts of cash and cash equivalents from the aggregate of
long-term borrowings (including current maturities of long-term borrowings) and short-term
borrowings, all of which are as per the audited consolidated financial statements of
respective years/periods

NR / NRs Non-resident(s) or person(s) resident outside India, as defined under the FEMA

NRE Account Non-resident external account
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Term /Abbreviation

Description / Full Form

NRI

A person resident outside India, who is a citizen of India and shall have the same meaning as
ascribed to such term in the Foreign Exchange Management (Deposit) Regulations, 2016

NRO Account Non-resident ordinary account
NSDL National Securities Depository Limited
NSE The National Stock Exchange of India Limited

OCB / Overseas Corporate
Body

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
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.

p.a. Per annum

PAN Permanent Account Number

RBI Reserve Bank of India

Rule 144A Rule 144A under the U.S Securities Act

Registered Foreign Portfolio
Investors / Foreign Portfolio
Investors / FPIs

Foreign portfolio investors as defined under the SEBI FPI Regulations

Regulation S Regulation S under the U.S Securities Act

RTGS Real Time Gross Settlement

SCRA Securities Contracts (Regulation) Act, 1956
SCRR Securities Contracts (Regulation) Rules, 1957
SEBI Securities and Exchange Board of India

SEBI Act Securities and Exchange Board of India Act, 1992

SEBI AIF Regulations

Securities and Exchange Board of India (Alternative Investment Funds) Regulations, 2012

SEBI FPI Regulations

Securities and Exchange Board of India (Foreign Portfolio Investors) Regulations, 2019

SEBI FVCI Regulations

Securities and Exchange Board of India (Foreign Venture Capital Investors) Regulations,
2000

SEBI ICDR Regulations

Securities and Exchange Board of India (Issue of Capital and Disclosure Requirements)
Regulations, 2018

SEBI Listing Regulations

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

SEBI SBEB Regulations

Securities and Exchange Board of India (Share Based Employee Benefits) Regulations, 2014

SEBI Takeover Regulations

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

SEBI VCF Regulations

Erstwhile Securities and Exchange Board of India (Venture Capital Funds) Regulations,
1996

State Government

Government of a state of India

U.S. / USA / United States

United States of America, including the territories or possessions thereof

U.S Securities Act

U.S. Securities Act of 1933, as amended

VCFs

Venture capital funds as defined in and registered with the SEBI under the SEBI VCF
Regulations or the SEBI AIF Regulations, as the case may be

Industry Related Terms

Term

Description

Additional Tier I capital

Comprises of Innovative perpetual debt instruments and perpetual non-cumulative
preference shares eligible for inclusion in Tier I Capital which comply with the specified
current regulations as reduced by equity investments in subsidiaries, (under transition
provisions) reciprocal investments capital of banking, financial and insurance entities,
deferred tax assets (under transition provisions), intangible assets (under transition
provisions).

AEPS Aadhar Enabled Payment System.
AFS Auvailable for sale.

ALCO Asset liability committee.

ALM Asset liability management.

AML Anti-money laundering.

ANBC Adjusted net bank credit

API Application programming interface.
ATM Automatic teller machine.

AUM Assets under management.
Average yield on | Interest income on investments divided by average of month end balances of investments.
investments

Average cost of deposits

Interest expense on deposits divided by average of month end balances of deposits.
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Term

Description

Average cost of borrowings

Interest expense on borrowings divided by average of month end balances of borrowings.

Base Rate

Minimum lending rate set by our Bank in accordance with applicable laws and regulations.

Basel Committee

Basel Committee on Banking Supervision.

Basel Il Revised framework on “International Convergence of Capital Measurement and Capital
Standards” by RBI for International Settlements.

Basel 111 A global regulatory framework for more resilient banks and banking systems (December
2010 (rev. June 2011)) published by the Bank for International Settlements. RBI issued
guidelines on the implementation of Basel 1l capital regulations in India on May 2, 2012
and revised pursuant to Master Circular — Basel 1l Capital Regulations issued by RBI,
dated July 1, 2015

BCA Baseline credit assessment.

BCC Board Credit Committee.

BNA Bunch Note Acceptors/Recyclers.

BPLR Benchmark prime lending rate.

Bps Basis points.

BSM Bank-subsidiary model.

BSMG Balance sheet management group.

CAGR Compounded annual growth rate (calculated by taking the nth root of the total percentage
growth rate, where n is the number of years in the period being considered).

CAR Capital adequacy ratio.

CASA Ratio Ratio of current account (demand deposit) saving account to deposits

CCco Chief credit officer

CASA Current account (demand deposit) saving account.

CBLO Collateralised borrowing and lending obligations.

CBS Core banking solutions.

CD Certificate of deposit.

CDR Corporate debt restructuring.

CET1 Common equity tier 1.

CP Commercial paper.

CRAR Capital to risk-weighted asset ratio.

CRM Credit risk mitigation.

CRR Cash reserve ratio.

CRO Chief risk officer

CTS Cheque truncation system.

DICGC Deposit Insurance and Credit Guarantee Corporation

Director FIU Director, Financial Intelligence Unit, India.

DP Counter-cyclical (dynamic) provisioning.

DRI Differential rate of interest.

EaR Earnings at risk

ECC Executive Credit Committee

ECR Export credit refinance

ECS Electronic clearing services.

EEFC Exchange earners' foreign currency.

EFT Electronic funds transfer.

EL Expected loss.

ELC Emerging large corporates

EPDS Electronic Public Distribution System.

ERP Enterprise resource planning.

FCNR Account Foreign currency non resident account.

FCNR(B) Foreign currency non resident (banks).

FIMMDA Fixed Income Money Market and Derivative Association.

GIFT City Gujarat International Finance Tec-City, Gujarat.

Gross advances

Advances plus provision for NPA; please refer to the section entitled “Selected Statistical
Information” on page 457.

Gross NPA/ GNPAs

Gross non-performing assets/ Gross Non Performing Advances.

HFT Held for trading.

HQLAs High quality liquid assets.
HTM Held to maturity.

IAD Internal Audit Department.
IBA Indian Banks Association.
IBU International Banking Unit.
IMF International Monetary Fund.
IMPS Immediate Payment Service.
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Term

Description

IRACP Income recognition, asset classification and provisioning.

IST Indian Standard Time.

KYC Know your customer.

LAF Liquidity adjustment facility.

LC Letter of credit.

LCR Liquidity coverage ratio.

LE Large Exposure.

LFAR Long form audit report.

MCC Management Credit Committee.

MCLR Marginal cost of funds based lending rate.

Moody’s Moody’s Investors Services Limited

MSE Micro and small enterprises.

MSF Marginal standing facility.

MSME Micro, small and medium enterprises.

NBFC A Non-Banking Financial Company (NBFC) is a company registered under the Companies
Act, 1956 or Companies Act, 2013 engaged in the business of loans and advances,
acquisition of shares/stocks/bonds/debentures/securities issued by Government or local
authority or other marketable securities of a like nature, leasing, hire-purchase, insurance
business, chit business but does not include any institution whose principal business is that]
of agriculture activity, industrial activity, purchase or sale of any goods (other than
securities) or providing any services and sale/purchase/construction of immovable property.
A non-banking institution which is a company and has principal business of receiving
deposits under any scheme or arrangement in one lump sum or in installments by way of]
contributions or in any other manner, is also a non-banking financial company (Residuary
non-banking company).

NAV Net Worth as at the end of the year / number of equity shares outstanding at the end of the
year.

NDTL Net demand and time liabilities.

NEFT National electronic fund transfer.

Net interest income

Interest earned less interest expended; for the computation, please refer to the section
entitled “Our Business” on page 176.

Net interest margin

Ratio of interest earned less interest expended to daily average interest-earning assets, which
include daily average balances of advances, investments, balances with the banks and
money at call, and short notice and contribution made to Rural Infrastructure Development]
Fund by the Bank

Net NPA NPAs (net of provisions).

Net Total Income Net interest income and other income.

NNPA Net Non Performing assets/ Net Non performing advances.

NOCs National operating centers.

Non Interest Income Non interest income is presented as ‘Other Income’ in Financial Statements.
NPA Non-performing assets/ Non-performing advances.

NPA provisioning coverage

Ratio of NPA provision to gross NPA.

NPI

Non performing investments as defined by the Master Circular on Prudential Norms for
Classification, Valuation and Operation of Investment Portfolio by Banks dated July 1, 2015.

NRNR Non resident non repatriable.
NSFR Net stable funding ratio.
oTS One time settlement.

Operating Profit

Summation of Interest earned and Other Income less Interest expended and Operating
Expense

PCR Provisioning coverage ratio.

PFIC Passive foreign investment company.

PSBs Public sector banks.

PVBs Private sector banks.

RAROC Risk adjusted return on capital.

RBAP Risk Based Audit Plan.

RBI Basel 111 Capital Guidelines issued by RBI on the implementation of Basel Il capital regulations in India on
Regulations May 2, 2012, as revised.

RBS Risk Based Supervision.

Repo Rate Re-purchase option rate; the annual rate at which RBI lends to other banks in India.
Reverse Repo Rate The rate at which RBI borrows money from banks in India.

RFC Account Resident foreign currency account.

RIDF Rural infrastructure development fund

RMC Risk Monitoring Committee

RMD Risk Management Department.
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Term Description
ROA Return on assets (the ratio of net profit to monthly balances outstanding assets).
ROE Return on equity (the ratio of net profit to Monthly average shareholders’ equity).
RTGS Real time gross settlement.

RURBAN Banking

A dedicated rural and inclusive banking channel.

RWA

Risk-weighted assets

S&P Standard and Poor’s.

S4A Scheme for sustainable structuring of stressed assets
SCBs Scheduled commercial banks.

SDR Strategic Debt Restructuring Scheme

Shared Service Provider

A third party service provider appointed by Issuer.

SGL Subsidiary general ledger.
SLBC State Level Bankers’ Committee.
SLR Statutory liquidity ratio.

Slippage Ratio

New accretion to gross NPA for the period in proportion to standard advances at the|
beginning of the period.

SMEs Small and medium-sized enterprises.

SUCBs Scheduled urban co-operative banks.

TCFD Task Force on Climate related Financial Disclosures.

Tier | capital The core capital of a bank which provides the most permanent and readily available support
against unexpected losses. It comprises paid up capital and reserves consisting of statutory
reserves, free reserves and capital reserves representing surplus arising out of sale ofassets,
innovative capital instruments (like innovative perpetual debt instruments and perpetual non
cumulative preference shares eligible for inclusion in Tier | Capital which comply with the
specified regulatory requirements) as reduced by equity investments in subsidiaries, deferred
tax assets, intangible assets, and losses in the current period and those brought forward from
the previous period.

Tier Il bonds Unsecured subordinated bonds issued for Tier 11 capital adequacy purposes.

Tier Il capital The undisclosed free reserves, investment reserves, hybrid debt capital instruments (like

perpetual cumulative preference shares, redeemable non cumulative preference shares,
redeemable cumulative preference shares eligible for inclusion in Tier 1l Capital which
comply with the specified regulatory requirements) and subordinated debt eligible for
inclusion in Tier Il Capital which comply with the specified regulatory requirements,
revaluation reserves (at a discount of 55.0%), general provisions and loss reserves (allowed
up to a maximum of 1.2% of risk-weighted assets).

Total net income

Net interest income plus other income

VaR

Value at risk.

UPI

Unified Payment Interface.

Yield on advances

Interest income on advances divided by average of month end balances of advances.

YTM

Yield to maturity.
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CERTAIN COVENTIONS, PRESENTATION OF FINANCIAL, INDUSTRY AND MARKET DATA
Certain Conventions

All references to “India” contained in this Red Herring Prospectus are to the Republic of India. All references to
the “Government”, “Indian Government”, “GOI”, “Central Government” or the “State Government” are to the
Government of India, central or state, as applicable.

Unless stated otherwise, all references to page numbers in this Red Herring Prospectus are to the page numbers
of this Red Herring Prospectus.

Financial Data

Unless stated otherwise, the financial information in this Red Herring Prospectus is derived from our Restated
Financial Information. The Restated Financial Information included in this Red Herring Prospectus are as at and
for the Fiscals ended March 31, 2020, March 31, 2019 and March 31, 2018, and have been prepared in
accordance with Section 26 of Part | of Chapter 11l of the Companies Act, 2013, the SEBI ICDR Regulations
and the Guidance Note on Reports in Company Prospectuses (Revised 2019) issued by ICAI, as amended from
time to time.

We have prepared our Restated Financial Information in accordance with Indian GAAP, Companies Act, and
other applicable statutory and/or regulatory requirements. Our Bank publishes its financial statements in Rupees.
Indian GAAP differs in certain significant respects from International Financial Reporting Standards (“IFRS”)
and U.S. GAAP. Our Bank does not provide a reconciliation of its Financial Statements to IFRS or U.S. GAAP
financial statements. See “Risk Factors — Significant differences exist between Indian GAAP and other
accounting principles, such as U.S. GAAP and IFRS, which investors may be more familiar with and may
consider material to their assessment of our financial condition.” on page 71. Accordingly, the degree to which
the financial statements prepared in accordance with Indian GAAP included in this Red Herring Prospectus will
provide meaningful information is entirely dependent on the reader’s level of familiarity with the respective
accounting practices. Any reliance by persons not familiar with Indian accounting practices on the financial
disclosures presented in this Red Herring Prospectus should accordingly be limited.

In this Red Herring Prospectus, any discrepancies in any table between the total and the sums of the amounts
listed are due to rounding off. All figures in decimals have been rounded off to the second decimal and all
percentage figures have been rounded off to two decimal places. In certain instances, (i) the sum or percentage
change of such numbers may not conform exactly to the total figure given; and (ii) the sum of the numbers in a
column or row in certain tables may not conform exactly to the total figure given for that column or row.
Further, any figures sourced from third party industry sources may be rounded off to other than to the second
decimal to conform to their respective sources.

Our Bank’s financial year commences on April 1 and ends on March 31 of the next year. Accordingly, all
references to a particular financial year, unless stated otherwise, are to the 12 month period ended on March 31
of that year. Unless stated otherwise, or the context requires otherwise, all references to a “year” in this Red
Herring Prospectus are to a calendar year.

Unless the context otherwise indicates, any percentage amounts, as set forth in “Risk Factors”, “Our Business”
and “Management’s Discussion and Analysis of Financial Conditional and Results of Operations” beginning on
pages 24, 176 and 423, respectively, and elsewhere in this Red Herring Prospectus have been calculated on the
basis of our Restated Financial Information.

Currency and Units of Presentation

All references to:

. “Rupees” or “T” or “INR” or “Rs.” or “Re.” are to Indian Rupee, the official currency of the Republic
of India;
. “USD” or “US$” are to United States Dollar, the official currency of the United States; and

Our Bank has presented certain numerical information in this Red Herring Prospectus in “million” units. One
million represents 1,000,000 and one billion represents 1,000,000,000. However, where any references that may
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have been sourced from third party sources are expressed in denomination other than millions or billions, such
figures appear expressed in such denominations as provided in their respective industry sources.

Time

All references to time in this Red Herring Prospectus are to Indian Standard Time.

Exchange Rates

This Red Herring Prospectus contains conversion of certain other currency amounts into Indian Rupees. These
conversions should not be construed as a representation that these currency amounts could have been, or can be
converted into Indian Rupees, at any particular rate or at all.

The following table sets forth, for the periods indicated, information with respect to the exchange rate between

the Rupee and the US$ (in Rupees per US$):
(Amount in , unless otherwise specified)

Currency As at
March 31, 2020 March 31, 2019* March 31, 2018**
1US$ 75.39 69.17 65.07

Source: https://www.rbi.org.in/ and https://www.fbil.org.in/

* Exchange rate as on March 29, 2019, as FBIL Reference Rate is not available for March 30, 2019 being Saturday and March 31, 2019
being a Sunday.

** Exchange rate as on March 28, 2018, as FBIL Reference Rate is not available for March 29, 2018 and March 30, 2018 being public
holidays and March 31, 2018 being a Saturday.

Industry and Market Data

Information regarding market position, growth rates and other industry data pertaining to the businesses of our
Bank contained in this Red Herring Prospectus consists of estimates based on data reports compiled by
government bodies, professional organizations and analysts, data from other external sources and knowledge of
the markets in which our Bank competes. The statistical information included in this Red Herring Prospectus
relating to the various sectors in which our Bank operates has been reproduced from various trade, industry and
regulatory/government publications and websites, including that of the RBI.

This data is subject to change and cannot be verified with complete certainty due to limits on the availability and
reliability of the raw data and other limitations and uncertainties inherent in any statistical survey. In many
cases, there is no readily available external information (whether from trade or industry associations,
government bodies or other organizations) to validate market-related analysis and estimates, so our Bank has
relied on internally developed estimates.

Neither our Bank nor the Book Running Lead Managers have independently verified this data and neither our
Bank nor the Book Running Lead Managers make any representation regarding the accuracy or completeness of
such data. Similarly, while we believe that our internal estimates are reasonable, such estimates have not been
verified by any independent sources, and neither our Bank nor the Book Running Lead Managers can assure
potential investors as to their accuracy.

Accordingly, investment decisions should not be based solely on such information. For details in relation to the
risks involving the industry data, see “Risk Factors” beginning on page 24.

In accordance with the SEBI ICDR Regulations, see “Basis for Offer Price” beginning on page 122, which

includes information relating to our peer group companies. Such information has been derived from publicly
available sources, and neither we, nor the BRLMs have independently verified such information.
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FORWARD-LOOKING STATEMENTS

This Red Herring Prospectus contains certain “forward-looking statements”. These forward-looking statements
generally can be identified by words or phrases such as “aim”, “anticipate”, “believe”, “expect”, “estimate”,
“intend”, “objective”, “plan”, “propose”, “project”, “will”, “will continue”, “will pursue” “seek to”, “shall” or
other words or phrases of similar import. Similarly, statements whether made by us or any third parties that
describe our strategies, objectives, plans or goals are also 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.

CEINT

Actual results may differ materially from those suggested by forward-looking statements due to risks or
uncertainties associated with expectations relating to, inter alia, regulatory changes pertaining to the industries
in India in which we operate 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 which have an impact on its business activities or investments, the monetary and
fiscal policies of India, inflation, deflation, unanticipated turbulence in interest rates, foreign exchange rates,
equity prices or other rates or prices, the performance of the financial markets in India and globally, changes in
domestic laws, regulations and taxes and changes in competition in the industries in which we operate.

Certain important factors that could cause actual results to differ materially from our expectations include, but
are not limited to, the following:

e the impact of an outbreak of any contagious diseases (including the prolonged outbreak of COVID-19);

e our ability to manage our portfolio of NPAs or NPIs;

e any non-compliance with laws, rules and regulations applicable to us (including the observations or
guidelines by RBI);

e our indebtedness and conditions imposed by our financing arrangements (including any exercise of rights
by our lenders for any of our breaches of restrictive covenants contained in our financing arrangements);

e any material default by our borrowers;

e the impact of any negative publicity which may affect customers’ confidence (including the receipt of any
whistle blower complaints); and

e general political economic and business conditions in India.

For further discussion on factors that could cause actual results to differ from expectations, see “Risk Factors”,
“Our Business” and “Management’s Discussion and Analysis of Financial Condition and Results of Operations”
beginning on pages 24, 176 and 423, 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 gains or
losses could materially differ from those that have been estimated.

There can be no assurance to 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 to be a guarantee of our future performance.

Forward-looking statements reflect current views as of the date of this Red Herring Prospectus and are not a
guarantee of future performance. These statements are based on our management’s beliefs and assumptions,
which in turn are based on currently available information. Although we believe the assumptions upon which
these forward-looking statements are based are reasonable, any of these assumptions could prove to be
inaccurate, and the forward-looking statements based on these assumptions could be incorrect. Neither our
Bank, our Directors, the BRLMs nor 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 SEBI
ICDR Regulations, our Bank and the BRLMs will ensure that the investors in India are informed of material
developments pertaining to our Bank from the date of this Red Herring Prospectus until the time of the grant of
listing and trading permission by the Stock Exchanges.
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SUMMARY OF THE OFFER DOCUMENT

This section is a general summary of certain disclosures included in this Red Herring Prospectus and is not
exhaustive, nor does it purport to contain a summary of all the disclosures in this Red Herring 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 Red Herring Prospectus, including the
sections titled “Risk Factors”, “Industry Overview”, “Our Business”, “Capital Structure”, “The Offer” and
“Outstanding Litigation and Material Developments” beginning on pages 24, 146, 176, 91, 81 and 479,

respectively.
Summary of business

Our Bank, is a high quality, customer centric and service driven bank. Since inception in 2004, our Bank has
grown into a ‘Full Service Commercial Bank’ providing a complete range of products, services and technology
driven digital offerings, catering to corporate, MSME & retail customers. Our Bank operates its investment
banking, merchant banking & brokerage businesses through YSIL, and its mutual fund business through
YAML, both wholly owned subsidiaries of our Bank. Headquartered in Mumbai, it has a pan-India presence
across all 28 states and 8 Union Territories in India including an IBU at GIFT City, and a Representative Office
in Abu Dhabi.

Summary of industry

The Indian banking industry is affected by the Indian and global economy. The Indian banking industry is
constituted by several players, including, the RBI, public and private sector banks, foreign banks and
cooperative banks. The RBI is the central regulatory and supervisory authority for Indian banks and non-
banking finance companies. Following several governmental reforms beginning in 1991, the industry became
increasingly liberalized, intensifying competition within the industry. Recent structural reforms within the
industry and new policy changes, including relief packages introduced by the government to mitigate the impact
of the COVID-19 pandemic, continue to affect the banking industry.

Names of Promoters

Pursuant to SEBI’s letter dated June 9, 2020, bearing reference no. SEBI/HO/CFD/CMD1/0OW/2020, and
approvals issued by the Stock Exchanges, each dated June 12, 2020, pursuant to Regulation 31A of the SEBI
Listing Regulations, our Bank is professionally managed, and is a 'listed entity with no promoters’ in terms of
the SEBI Listing Regulations. For details, see “History and Certain Corporate Matters’ beginning on page
232.

Persons who have the right to appoint director(s) on our Board

Pursuant to the Reconstruction Scheme, the (i) State Bank of India has the right to nominate two officers as
Directors on the Board of the Bank, (ii) RBI may appoint one or more persons as Additional Directors, as it
may consider necessary, and (iii) any of Housing Development Finance Corporation Limited, ICICI Bank
Limited, Axis Bank Limited, Kotak Mahindra Bank Limited, The Federal Bank Limited, Bandhan Bank Limited
and IDFC First Bank Limited, who is permitted by the RBI to have voting rights of 15% shall have the right to
nominate one Director on the Board. For further details, see “History and Certain Corporate Matters” and “Our
Management” on pages 232 and 243, respectively.

Offer size

Further public offering of up to [®] Equity Shares for cash at a price of X [e] per Equity Share (including share
premium of X [e] per Equity Share) aggregating up to ¥ 150,000 million by way of a fresh issue. The Offer
includes a reservation of up to [e] Equity Shares aggregating up to 32,000 million, for subscription by Eligible
Employees. The Offer and the Net Offer shall constitute [#]% and [®]% of the post-Offer paid up equity share
capital of our Bank, respectively.

Objects of the Offer

The Net Proceeds are proposed to be used in accordance with the details set forth below:
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Particulars

Amount (In X million)

our solvency and capital adequacy ratio

Ensuring adequate capital to support growth and expansion, including enhancing

[e]

Total

[e]

Summary of Restated Financial Information*

(in ¥ million other than share data)

Particulars Fiscal 2020 Fiscal 2019 Fiscal 2018
Share capital 25,100.94 4,630.07 4,605.93
Net worth 216,949.60 268,874.10 257,525.07
Revenue 380,081.16 342,992.80 255,617.46
Profit after tax (164,325.80) 17,092.66 42,332.20
Earnings per share (basic) (56.11) 7.40 18.46
Earnings per share (diluted) (56.11) 7.33 18.09
Net asset value per Equity Share 17.29 116.14 111.82
Total borrowings 1,137,905.03 1,084,241.09 748,935.81

*on a consolidated basis.

Qualifications of the Statutory Auditors not given effect to in the Restated Financial Information

There are no qualifications of the Statutory Auditors which require adjustments in the Restated Financial
Information. For details of qualifications of the Statutory Auditors, please see “Financial Statements” on page

264.

Summary of Outstanding Litigation and Material Developments

A summary of outstanding litigation proceedings involving our Bank, Subsidiaries, Directors and our Group
Companies, as on the date of this Red Herring Prospectus as disclosed in the section titled “Outstanding
Litigation and Material Developments” in terms of the SEBI ICDR Regulations and the Materiality Policy is

provided below:

: Number of Amount”
Type of proceedings
cases (Z in million)
Cases against our Bank
Criminal proceedings 3 N.A
Actions taken by statutory or regulatory authorities 1 N.A
Claims related to direct and indirect taxes 15 48,474.95
Other pending material litigation” 10 205,788.50
Total 29 254,263.45
Cases by our Bank
Criminal proceedings 106 46,929.77
Actions taken by statutory or regulatory authorities Nil Nil
Claims related to direct and indirect taxes Nil Nil
Other pending material litigation 31 181,824.14
Total 137 228,753.91
Cases by our Subsidiaries
Criminal proceedings Nil Nil
Actions taken by statutory or regulatory authorities Nil Nil
Claims related to direct and indirect taxes Nil Nil
Other pending material litigation Nil Nil
Total Nil Nil
Cases against our Subsidiaries
Criminal proceedings Nil Nil
Actions taken by statutory or regulatory authorities Nil Nil
Claims related to direct and indirect taxes Nil Nil
Other pending material litigation Nil Nil
Total Nil Nil
Cases against our Directors
Criminal proceedings Nil Nil
Actions taken by statutory or regulatory authorities Nil Nil

21




Type of proceedings Number of Amount
Cases (% in million)
Direct and indirect taxes Nil Nil
Other pending material litigation 1 84,150
Total 1 84,150
Cases by our Directors
Criminal proceedings Nil Nil
Actions taken by statutory or regulatory authorities Nil Nil
Claims related to direct and indirect taxes Nil Nil
Other pending material litigation Nil Nil
Total Nil Nil
Cases involving the Group Companies which have a material impact on our Bank
NA Nil Nil
Total 167 567,167.36

*To the extent quantifiable

# Includes five writ petitions filed by different parties with respect to the same subject matter, i.e. write off of the AT-1
Bonds. While the amount involved in each of these writ petitions is T 84,150 million, the liability of our Bank under all five
petitions shall not exceed ¥ 84,150 million i.e. the amount of outstanding bonds.

For further details of the outstanding litigation proceedings, see “Outstanding Litigation and Material

Developments” on page 479.

Risk Factors

Investors should see “Risk Factors” on page 24 to have an informed view before making an investment

decision.

Summary of contingent liabilities of our Bank

(Z in million)
Particulars Fiscal 2020 Fiscal 2019 Fiscal 2018

Claims against the bank not acknowledged as debts 612.50 549.16 116.44

Liability for partly paid investments

Liability on account of outstanding forward exchange contracts 1,519,467.41 2,834,098.76 3,000,448.83

Liability on account of outstanding derivative contracts

- Single currency Interest Rate Swap 1,866,270.43 | 1,702,671.19 1,141,440.35

- Others 548,274.93 868,291.17 783,747.91

Guarantees given on behalf of constituents

- in India 420,131.38 437,248.91 314,307.93

- Outside India - - -

Acceptances, endorsement and other obligations 198,799.11 390,140.74 411,689.39

Other items for which the bank is contingently liable

- Purchase of securities pending settlement 836.63 3,622.75 9,068.98

- Capital commitment 3,213.83 2,984.86 2,942.93

- Amount deposited with RBI under Depositor Education and 53.68 32.83 13.53

Awareness Fund (DEAF)

- Foreign exchange contracts (Tom & Spot) 25,887.56 300,477.02 154,526.42

- Custody 1,727.88 - -

- Bills Rediscounting - 1,500.00 -

TOTAL 4,585,275.34 | 6,541,617.39 5,818,302.70
For further details of the contingent liabilities, see “Other Financial Information” on page 416.
Summary of Related Party Transactions

(2 in million)
Particulars Fiscal 2020 Fiscal 2019 Fiscal 2018

Deposits 600.98 530.77 495.44
Advances (Overdraft) 102.05 1,024.17 150.38
Investment 2,390.00 2,240.00 1,055.00
Interest received 145.87 41.02 3.88
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Interest paid 33.69 4481 9.32
Reimbursement of Cost incurred 54.06 17.57 25.43
Receiving of services 0.93 8.22 8.34
Payable to Subsidiary 1.33 2.70 1.07
Receivable from Subsidiary 34.29 3.11 3.10
Funded/Non Funded Exposure taken 1,375.00 - -
Sale of Asset (YSIL) 0.64 5.24
Dividend 270.00 -

For details of the related party transactions, as per the requirements under Indian GAAP ‘Related Party
Disclosures’ issued by the ICAI and as reported in the Restated Financial Information, see “Financial
Statements”” on page 264.

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 business of the
financing entity, during a period of six months immediately preceding the date of this Red Herring Prospectus.
Details of pre-Offer Placement

Our Bank shall not make any further issue of specified securities, in any manner, between the date of filing this
Red Herring Prospectus and the listing of the Equity Shares offered through the Prospectus or refund of
application monies. However, the foregoing restriction does not apply to any grant of employee stock options or
issuance of Equity Shares pursuant to the ESOP Schemes.

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

Our Bank has not issued any Equity Shares for consideration other than cash in the one year preceding the date
of this Red Herring Prospectus.

Split / Consolidation of equity shares of our Bank in the last one year

There has been no split or consolidation of the Equity Shares of our Bank in the last one year.
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SECTION II: RISK FACTORS

An investment in equity shares involves a high degree of risk. You should carefully consider each of the
following risk factors and all other information set forth in this Red Herring Prospectus, including the
risks and uncertainties described below, before making an investment in the Equity Shares. This section
should be read together with “Industry Overview”, “Our Business”, “Selected Statistical Information”
and “Management’s Discussion and Analysis of Financial Condition and Results of Operations” as well
as the financial statements, including the notes thereto, and other financial information included elsewhere
in this Red Herring Prospectus.

The risks and uncertainties described below are not the only risks that we currently face. Additional risks
and uncertainties not presently known to us, or that we currently believe to be immaterial, may also
adversely affect our business, prospects, financial condition and results of operations and cash flow. If any
or some combination of the following risks, or other risks that are not currently known or believed to be
material, actually occur, our business, financial condition and results of operations and cash flow could
suffer, the trading price of, and the value of your investment in, Equity Shares could decline and you may
lose all or part of your investment. In making an investment decision you must rely on your own
examination of us and the terms of this Issue, including the merits and risks involved.

This Red Herring Prospectus also contains forward-looking statements that involve risks and
uncertainties. Our results could differ materially from such forward-looking statements as a result of
certain factors including the considerations described below and elsewhere in this Red Herring
Prospectus.

Unless otherwise stated, references to “we”, “us”, “our” and similar terms are to YES Bank Limited on a
consolidated basis and references to “the Bank” are to YES Bank Limited on a standalone basis.

Internal Risks

Risks Relating to Our Business

1. Any increase in our portfolio of NPAs or NPIs, RBI-mandated provisioning requirements or
restructured advances could materially and adversely affect our business.
For the fiscal years 2018, 2019 and 2020, the Bank’s gross non-performing assets (“Gross NPAs”)
represented 1.28%, 3.22% and 16.80% of the Bank’s total gross advances, respectively, and NPAs
(net of provisions) (“Net NPAS”) represented 0.64%, 1.86% and 5.03% of the Bank’s net advances,
respectively. If there is any deterioration in the quality of security or further ageing of the assets after
being classified as non-performing, an increase in provisions will be required. Any such increase in
provisions may adversely impact our financial performance.
The Bank has recorded net provisions of ¥327,584.34 million for fiscal year 2020, representing a
466.99% increase as compared to the net provisions of ¥57,775.60 million for fiscal year 2019 and a
359.16% increase on CAGR basis as compared to the net provisions of 15,538.04 million for fiscal
year 2018. While the Bank has already made provision coverage for NPAs with respect to 50.02%,
43.10% and 73.77% of Gross NPAs as of March 31, 2018, 2019, and 2020, respectively, the Bank
may need to make further provisions if recoveries with respect to such NPAs do not materialize in
time or at all. Our loans in special mention account 1 and 2 amounted to ¥107,813.00 million and
%3,212.01 million, respectively, as of March 31, 2020. Any deterioration in the quality of security or
collateral or any delay in the recovery of security will result in an increase in our slippage ratio for
fiscal year 2021.
In addition, the ongoing COVID-19 pandemic has negatively impacted the global economy and led to
significant volatility in the global markets and this volatility may persist for some time. The effect of
the COVID-19 pandemic on market conditions has impacted our customer base and, as a result, there
is a greater likelihood that more of the Bank’s customers could become delinquent in respect of their
loan repayments or other obligations to the Bank, which, in turn, could result in a higher level of
NPAs in our corporate and retail loan portfolio, allowances for impairment losses and write-offs. Our
provision for NPAs as of March 31, 2020 reflected an increase in our allowance for loan losses due to
forecasted credit deterioration due to the COVID-19 pandemic. While we provide guidance of
slippages from time to time based on the management’s internal review and estimates, there can be no
assurance that such management’s estimates or that the Bank’s risk monitoring techniques may be
accurate or appropriately implemented. As a result, we may not be able to accurately anticipate the
impact of the COVID-19 pandemic or other economic and financial events on our customer base and
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credit quality. Any increase in NPAs would require us to increase our provisions, which could
materially adversely affect our net profits and financial position. Financial difficulties experienced by
our key customers or by particular sectors of the Indian economy to which we have exposure could
increase our level of NPAs and provisions and adversely affect our business, future financial
performance. For further information on our exposure to certain customers and sectors, see “Risk
Factors — We are vulnerable to deterioration in the performance of any industry sector in which we
have significant exposure.” Any default in the payment of interest or repayment of the principal by the
customers may have an adverse impact on our financial condition and cash flows. If the systems and
process laid by us to identify the NPAs fail or are not able to identify the NPAs correctly and in a
timely manner, it can adversely impact our financial position. Our NPAs may increase in the future
and any significant increase in NPAs may have a material adverse effect on our financial condition and
results of operations.

Any increase in NP1 could adversely affect our business and future financial performance. The Bank’s
gross non-performing investments were at <674.94 million, ¥1,154.08 million and %92,223.76 million
as of March 31, 2018, March 31, 2019 and March 31, 2020, respectively. The Bank’s provision
coverage ratio for investments (specific provisions as a percentage of gross non-performing
investments) as of March 31, 2020 was 74.01%, as compared to 85.59% and 89.82% as of March 31,
2019 and March 31, 2018, respectively. The rise in gross non-performing investments during the fiscal
year ending March 31, 2020 was largely on account of slippage of investments in the bonds of two
stressed corporate groups which were further impacted by the macroeconomic slowdown in the
infrastructure industry and liquidity constraints in the NBFC industry.

Our total outstanding standard restructured advances including advances under the former Strategic
Debt Restructuring (“SDR”), Sustainable Structuring of Stressed Assets (“S4A”) and 5:25 Flexible
Structuring Scheme (“5:25”) schemes were %3,376.49 million, %2,079.87 million and %1,716.80
million as of March 31, 2018, 2019 and 2020, respectively. We restructure assets based on a
borrower’s potential to restore its financial health. However, there can be no assurance that borrowers
will be able to meet their obligations under restructured advances and, even if they are able to do so,
certain assets classified as restructured may have to be subsequently re-classified as delinquent
according to regulatory requirements. Any resulting increase in delinquency levels may adversely
impact our business, financial condition and results of operations.

Our ability to resolve our loans and NPAs and enforce collateral and security is subject to inter-
creditor arrangements with other lenders, various regulations and multiple regulators with concurrent
jurisdiction, which may impact the timing of our enforcement actions as well as the total amount we
recover.

As previously observed by the RBI, the NPAs reported by us may be lower than the amount assessed
by the RBI, and such divergences in identification of NPAs had in the past impacted our financial
condition, including by way of increased provisioning requirements. The divergences in the Bank’s
gross NPAs as on March 31, 2016, 2017 and 2019 are %41,767.00 million, 263,551.99 million and
%32,770.00 million, respectively. In addition, we are required by applicable RBI regulations to extend
40.00% of our adjusted net bank credit or credit equivalent amount of off-balance sheet exposure,
whichever is higher, to certain “priority sectors” including, inter alia, the agriculture sector, education,
social infrastructure and housing.

Any economic difficulties or downturn under such priority sectors, would have material adverse effect
on our operations and financial situation. In addition, economic downturns experienced in these
priority sectors would likely have a material and direct adverse effect on our NPA levels and the
increasing number of ‘red flagged accounts’.

The RBI has, by way of its circular dated June 7, 2019, established a new regulatory framework for
resolution of stressed assets (“Revised Framework”). Pursuant to the Revised Framework, in case of
a restructuring, the accounts classified as ‘standard’ shall be immediately downgraded to ‘substandard’
as NPAs at the outset.

The NPAs, upon restructuring, would continue to have the same asset classification as prior to
restructuring. Such accounts may be upgraded only when all the outstanding loan and facilities in the
account demonstrate ‘satisfactory performance’, where payments in respect of the borrower entity are
not in default at any point in time, during the ‘specified period’ as defined in the Revised Framework.
For large accounts where the aggregate exposure of the lenders is more than %1 billion, any upgrade
shall be subject to an additional requirement of an “investment grade” credit rating of the borrower’s
credit facilities. Further, if the satisfactory performance is not demonstrated during the monitoring
period, any upgrade of the account shall be subject to implementation of a fresh restructuring/change
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in ownership under the Revised Framework and the bank shall make an additional provisioning, along
with other provisioning, in terms of the Revised Framework, which may have a material and adverse
effect on our business, financial condition, and results of operations.

Pursuant to the Revised Framework, existing guidelines and schemes for debt resolution such as
revitalising distressed assets, CDR, flexible structuring of existing long-term project loans, SDR,
change in ownership outside SDR, and S4A have been withdrawn. In addition, the guidelines and
framework for joint lenders” forum has also been discontinued. According to the Revised Framework,
the lenders must identify incipient stress in loan accounts immediately on default by classifying
stressed assets as special mention account.

Separately, the RBI pursuant to its circulars dated March 27, 2020, April 17, 2020 and May 23, 2020,
to mitigate the burden of debt servicing brought about by disruptions on account of COVID-19
pandemic and to ensure the continuity of viable businesses, has directed banks to maintain status quo
with regard to the classification of accounts of the borrowers as they existed on February 29, 2020 and
provide a moratorium from March 1, 2020 until August 31, 2020.

The RBI, pursuant to its circular dated April 17, 2020 on “COVID19 Regulatory Package — Review of
Resolution Timelines under the Prudential Framework on Resolution of Stressed Assets”, provided
instructions in relation to the extension of resolution timelines under the Revised Framework. For
details, please see “Key Regulations and Policies in India - Other Laws - COVID -19 Regulatory
Framework” on page 230.

Any of these factors could have a material adverse effect on our Bank's results of operations and
financial condition, including its revenues, costs structure, liquidity, cash flows, asset quality and
growth.

Our auditors have issued their report to the audited consolidated and standalone financial
statements with certain qualifications and highlighted that a material uncertainty exists relating to
our going concern.

Our auditors, in relation to our audited consolidated and standalone financial statements as of and for
the year ended March 31, 2020, issued a qualified opinion in their report to the audited consolidated
and standalone financial statements, including observations relating to our going concern.

The audit qualifications relate to the Bank’s breach of RBI requirements on minimum CET I and Tier |
capital ratios which was due to an increase in the provision for advances on a prudent basis. Despite
the write back of the Bank’s AT I bonds, the Bank is still in breach of its Tier I capital ratio as at
March 31, 2020. There is uncertainty around the RBI's potential action for such breaches. In addition,
the Bank had received whistle-blower complaints that alleged irregularities in the Bank's operations,
potential conflicts of interests in relation to the former Managing Director and Chief Executive Officer,
Rana Kapoor, and allegations of incorrect NPA classifications. The Bank conducted an internal
enquiry and commissioned an independent investigation by an external firm. An investigation was
launched by the Enforcement Directorate, which led to the arrest of Rana Kapoor. The impact of the
foregoing matters are uncertain given that the enquiries and investigations are ongoing. See also “Risk
Factors — We have received and may in the future receive multiple anonymous and whistle blower
complaints, which may adversely affect our reputation, business, financial condition and results of
operation.”

Our independent auditors also highlighted that as at March 31, 2020, a material uncertainty exists
relating to our going concern. The uncertainty arose from the following indicators of financial stress,
including inter alia, a significant decline in the Bank's deposit base due to the moratorium and the
increase in the Bank’s Net NPA ratios resulting in breach of loan covenants on its foreign currency
debt and credit rating downgrades resulting in partial prepayment of foreign currency debt linked to
external credit rating. The Bank also breached ef the RBI’s minimum SLR and LCR requirements and
accordingly created a provision for the potential penalty on the SLR breach. Measures were
implemented to ameliorate the situation, including a moratorium on the Bank which was imposed
effective March 5, 2020 and vacated on March 18, 2020, supersession of the Board and the YES Bank
Reconstruction Scheme, 2020. The Bank had also written down AT | bonds and this is now being
challenged. In the opinion of the Bank, based on the financial projections, capital infusion, lines of
liquidity provided by the RBI and the YES Bank Reconstruction Scheme, 2020, the Bank will be able
to realize its assets and discharge its liabilities in its normal course of business and the financial
statements have therefore been prepared on a going concern basis. However, as such assumption is
also dependent on the Bank's ability to achieve improvements in liquidity, asset quality and solvency
ratios, and mitigate the impact of COVID-19, a material uncertainty therefore exists.
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Our independent auditors’ report also included certain emphasis of matters, including that the Bank
has a deferred tax asset which has a reasonable opportunity of being realised and that the Bank made
an additional provision for NPAs, over and above the minimum RBI norms, on a prudent basis.

For more information on the auditors’ qualification, including the basis for the qualified conclusion,
please refer to the auditors’ examination report to the Restated Financial Statements and the auditors’
report to the audited consolidated and standalone financial statements See “Independent Auditors™ on
page 418 and “Financial Statements” on page 264.

If, at a future date, we are required to restate our historical financial statements to account for the
effects of matters highlighted by our auditors, the results of operations and financial position of our
Bank may be negatively impacted. There can be no assurance that these qualifications will not be
repeated in future, or that our auditors will not qualify their opinions on their audit reports on the
financial statements of our Bank in the future. Such a qualification in future audit reports, or any
restatement of our historical financial statements, may negatively impact investors” confidence in the
financial statements of our Bank, which could adversely affect the ability of our Bank to obtain
financing and, in turn, have a material adverse effect on our business, financial condition, results of
operations and cash flow.

Non-compliance with the RBI’s observations may have a material adverse effect on our reputation,
business, financial condition and results of operation.

We are subject to periodic inspections by the RBI under the Banking Regulation Act, based on which
the RBI may point out deficiencies in our operations and take necessary action. The last RBI
inspection was for fiscal year 2019. In the past, certain observations were made by the RBI during the
course of such inspections, and while we endeavour to comply with all regulatory provisions
applicable to us and to address any deficiencies identified by the RBI, in the event we are not able to
comply with the observations made by the RBI pursuant to such inspections, we could be subject to
supervisory actions and penalties which may have a material adverse effect on our reputation, business,
financial condition and results of operations.

We have previously been fined by the regulators due to non-compliance with the guidelines relating
to the recognition of NPAs.

The RBI assesses regulatory compliance by the banks with prudential standards on income recognition,
asset classification and provisioning (“IRACP”) as part of its supervisory processes. As a part of such
review, the RBI identified divergences in our asset classification and provisioning for the fiscal years
ended March 31, 2016, 2017 and 2019. The gross non-performing loans as of March 31, 2017,
September 30, 2017 and December 31, 2019 include the accounts highlighted in the RBI Risk Based
Supervision (“RBS”) exercise for the fiscal years ended March 31, 2016, 2017 and 2019, respectively.
The Bank has no disclosure requirements under the RBI regulations on disclosures of divergences in
asset classification and provisioning pursuant to the conclusion of its RBI Annual Supervisory Process
for the fiscal year ended March 31, 2018.

In connection with the divergences in asset classification for fiscal year ended March 31, 2016, the
RBI issued a show cause notice to us on July 6, 2017, followed by a supplementary notice on August
24, 2017, with respect to violations of various regulations issued by RBI, including for delayed
reporting of the information security incident involving our ATMs and non-compliance with directions
issued by RBI on the IRACP. Based on our replies and oral submissions at personal hearings before
RBI, the RBI had on October 23, 2017 imposed a monetary penalty of *60.00 million on us.

As part of the RBS exercise for fiscal 2016, 2017 and 2019, the RBI has pointed out certain
retrospective divergence in Gross NPAs of %¥41,767.00 million, ¥63,551.99 million and %32,770.00
million in our asset classification and provisioning. The net impact of the aforementioned retrospective
slippages due to divergence has been reflected in the annual financial statement for the year ended
March 31, 2017, in the results for the quarter and half year ended September 30, 2017, and in the
results for the quarter ended December 31, 2019. The net impact on the profits of fiscal year 2016,
2017 and 2019 are %5,610.63 million, ¥10,139.68 million and %6,362.48 million respectively.

From April 1, 2019, banks are required to disclose divergences, if either or both of the following
conditions is satisfied (a) the additional provisioning for NPAs assessed by RBI exceeds 10.00% of the
reported profit before provisions and contingencies for the reference period, and (b) the additional
gross NPAs identified by RBI exceed 15.00% of the published incremental gross NPAs for the
reference period.

Any such divergences identified by the RBI in its future review process, may lead to fines and an
increased level of NPAs and provisions in the subsequent fiscal year. This may in turn adversely
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impact our business, financial conditions and results of operations and may also materially adversely
affect the trading price of the Equity Shares. Any further review on asset quality by the RBI, during
specific or general inspection, can result in additional classification of our loans as NPAs. This may
therefore increase our provisioning requirements and materially impact our business, financial results,
results of operations and cash flows in the future.

Further, we have received queries from RBI, SEBI and NSE in relation to a press release issued by us
on February 13, 2019, where we indicated that there was nil divergence in our asset classification and
provisioning from the norms prescribed by the RBI, as was observed by the RBI in its risk assessment
report for fiscal year 2018. The queries were to clarify, amongst other things, the reasons for disclosure
of confidential information, and disclosure of selective information and not other lapses and regulatory
breaches which were also indicated in the RBI inspection report. We have received a show cause
notice dated May 28, 2019 from SEBI in relation to the above mentioned press release. On August 28,
2019, our Bank settled the matter with SEBI in accordance with the SEBI (Settlement of
Administrative and Civil Proceedings) Regulations 2014, pursuant to which the Bank paid %5.16
million as settlement charges.

Inspection by the RBI is a regular exercise and is carried out periodically by the RBI for all banks and
financial institutions based on which the RBI may point out deficiencies in our operations and take
necessary action. We have, in the past, received reports from the RBI on areas of deficiencies and their
recommendations based on the RBI’s norms. The RBI’s interpretation and application of such norms
and any new norms may be different from that of us. While we may channel additional resources to
liaise with the RBI on an ongoing basis to comply with its requirements, there can be no assurance that
we will be able to resolve the deficiencies to the RBI’s satisfaction which may result in a restriction on
our ability to conduct our business as currently conducted and may impact our financial condition and
results of operations. In the event we are unable to comply with the observations made by the RBI, we
could also be subject to penalties and restrictions which may be imposed by the RBI, which may have
a material adverse effect on our reputation, financial condition and results of operations.
Non-compliance with the RBI’s regulation on our exposure to our counterparties may subject us to
adverse actions by the RBI which may affect our business and operations

We are required to adhere to certain exposure norms as a bank’s exposure to its counterparties which
result in concentration of its assets to a single counterparty or a group of connected counterparties. The
RBI has, on June 3, 2019, amended the existing December 1, 2016°s guidelines on large exposures
framework to align the exposure norms for Indian banks with the Basel Committee on Banking
Supervision standards. Pursuant to the framework, the sum of all exposure values of a bank to a
counterparty or a group of connected counterparties is defined as a “Large Exposure” (“LE”), if it is
equal to or more than 10% of the bank’s eligible capital base (i.e., Tier | capital) and the bank is
required to report their LE to the RBI and Department of Banking Supervision, Central Office. Further,
exposure to a single counterparty or to a group of connected counterparties must not be higher than
20% (extendable up to an additional 5% by the board of the banks during exceptional circumstances)
and 25% of our available eligible capital base (increased to 30% for temporary period till June 30,
2021 pursuant to RBI notification dated May 23, 2020), respectively. For details, please see “Key
Regulations and Policies in India - Master Circulars and Directions of Reserve Bank of India —
Exposure Norms” on page 219.

Accordingly, the applicable single counterparty LE limits for the Bank as on March 31, 2020
amounted to ¥31,030.53 million and the applicable group counterparty LE limits for the Bank as on
March 31, 2020 amounted to %38,788.17 million. As on March 31, 2020, the Bank is in breach of its
exposure limits to eight groups of connected counterparties and two single counterparties. The Bank
was in breach of its exposure limits in three out of the eight groups of connected counterparties since
the time of implementation of this circular and the five incremental breaches were mainly due to loss
incurred by the Bank in the fiscal year 2020 resulting in lower eligible capital base. As of the date of
this Red Herring Prospectus, after considering the revised temporary applicable exposure limit of 30%
of the Bank’s eligible capital base for a group of connected counterparties, there are five groups of
connected counterparties in respect of which the Bank remains in breach of its stipulated exposure
limits. Further, as of the date of Red Herring Prospectus, the Bank is in breach of its exposure limits in
respect of one single counterparty.

In terms of the circular, any breach of the LE limits shall be under exceptional conditions beyond the
control of the bank and the breach is required to be reported to the RBI (Department of Banking
Supervision, Central Office) immediately and promptly rectified. The Bank continues to keep the RBI
informed on the status of the breaches and the detailed course of action towards regularizing these
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breaches. There can be no assurance that we will not be subject to adverse actions by the RBI which
may affect our business, financial condition, results of operations and prospects.

We are in breach of certain restrictive covenants contained in our financing arrangements and if
the lenders choose to exercise their rights for any such breach, it may have an adverse effect on our
business, cash flows, financial condition and results of operations.

Some of our agreements contain covenants that may be onerous and commercially restrictive in nature.
For example, some of our borrowing agreements impose a condition on us to inform the respective
counterparties in the case of any change in control or amalgamation, demerger/merger or restrict
payment of dividends if any event of default has occurred. Further, some of our borrowing agreements
also require us to obtain prior written consent for certain acts such as amendments to constitutional
documents or to create any security except in the normal course of business. The terms of our
outstanding debt require us to comply with various covenants and conditions, such as maintaining
certain financial ratios which are tested periodically.

As of the date of this Red Herring Prospectus, after taking into account the waivers that are currently
valid, we are in breach of seven facility agreements entered into with five of our lenders, in relation to
the covenants to maintain our credit ratings and certain financial ratios, including capital and asset
quality related ratios. As of the date of this Red Herring Prospectus, the aforesaid facility agreements
represent 354,439.43 million of our borrowings and 2.48% of our total indebtedness as at March 31,
2020. The Bank has reported the details of its financial ratios at the pre-defined intervals to each of the
seven lenders. We have been in breach of the covenants over the last 12 months. Pursuant to the terms
of these facility agreements, such breaches constitute events of default permitting the lenders to
declare the amounts outstanding under the corresponding documents to be due and payable prior to its
stated maturity. Further, such default or any acceleration of the amount outstanding by the lenders may
also result in cross-acceleration or cross-defaults under certain other facility agreements, resulting in
the outstanding amounts under such other facility agreements becoming capable of being declared due
and payable prior to its stated maturity. As of the date of this Red Herring Prospectus, none of the
lenders has declared the amounts outstanding under the relevant facility agreements to be due and
payable prior to its stated maturity.

In addition, pursuant to the terms of certain of our financing agreements, a decline in our external
credit ratings over a prescribed period had permitted the lenders under certain of the facility
agreements to declare the amounts outstanding to be due and payable prior to its stated maturity.
Accordingly, we have voluntarily prepaid U.S.$1,180 million of such borrowings during fiscal year
2020 before such mandatory prepayment event has occurred.

We have in the past received waivers for our breaches. As of the date of this Red Herring Prospectus,
we are in discussions with the relevant lenders and the bondholder to obtain waivers in respect of the
breaches under the facility agreements. We have received waiver from one of our lenders for the
breach of our covenants under the relevant facility agreement for the period from December 31, 2019
to June 30, 2020, and another facility agreement for the period up to September 30, 2020. We have
also received correspondence from the bondholder under our debt instrument to waive the existing
breach and a definitive letter of waiver will be delivered in due course. There can be no assurance that
we will be able to obtain waivers from other lenders for our existing breaches or the lenders under the
facilities will not declare the amounts outstanding under the relevant facility agreements and the debt
instrument to be due and payable prior to its stated maturity, which may result in further damage to our
liquidity position. Our lenders could seek to modify the terms of the existing financing arrangements in
ways that are commercially adverse to us. There is also no assurance that we will be in compliance
with our financial covenants in the future.

Payment of interest in relation to our outstanding hybrid debt capital instruments is subject to
certain regulatory restrictions prescribed by the Reserve Bank of India.

Pursuant to the regulatory requirements for hybrid debt capital instruments, approval from the RBI is
required for debt servicing (including principal repayments) in the event that the impact of the such
debt servicing may result in net loss or increase the net loss and is not liable to service the debt if its
breaches the minimum regulatory CRAR prescribed by the RBI.

The coupon payment amounting to ¥84 million with respect to our 820 million Basel II Tier I bonds
was due on March 5, 2020. While we submitted an application for the payment of interest on March 5,
2020, the RBI did not permit the payment of interest on account of lower capital ratio. Similarly,
interest payment amounting to 61.5 million with respect to our 2600 million Upper Tier Il bonds was
due on June 29, 2020 and while we submitted an application for the payment of interest on May 15,
2020, the RBI did not permit the payment of interest on account of lower capital ratio.
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There can be no assurance that there would be no breach in our regulatory capital ratios in future,
which could continue to result in non-payment on our debt servicing for some of our instruments
where payments are linked to capitalisation thresholds by existing regulations, increased coupon rate
(some of our bonds have a step-up option in the event the call option is not exercised by the call date),
affect scheduled or on-demand repayments of these debt obligations and, thereby, cause our credit
ratings to downgrade. As a consequence, the cost of incurring debt by our Bank in the future may go
up.

Further, we were required to obtain prior consent from the RBI before making the coupon payment
amounting to U.S.$2.60 million for our U.S.$75 million Upper Tier 1l bonds, due on March 15, 2020.
However, our Bank made the payment without obtaining such prior consent. There can be no
assurance that the RBI will not impose any penalty or take any action against the Bank in relation to
the technical non-compliance of the applicable requirements.

We are exposed to certain NPAs concentrations with respect to the size of our corporate loans, the
nature of our micro, small and medium-sized enterprises loans, and our loans to priority sectors, for
example, resulting in increased risk of higher NPAs levels.

Our gross NPA increased to %¥328,775.88 million in fiscal year 2020 from I78,825.59 million for the
fiscal year 2019. As the average size of corporate loans in our loan portfolio is substantially larger than
the average size of our retail loans, any major default in our corporate loan portfolio could
significantly impact our overall portfolio of assets. Moreover, not only are corporate loans larger in
size on average, but they also make up a larger portion of our overall loan portfolio than retail loans,
meaning the potential risk is increased by large loans making up a large portion of our portfolio.
Although we are in the process of rebalancing our portfolio for less corporate loans in favor of more
retail loans in order to diversify, there can be no assurance that we will complete this process in a
timely manner, or at all. Until such time, we have a disproportionate amount of exposure to corporate
loans. If we are unable to successfully monitor and manage our portfolio, in particular with respect to
corporate loans, including during economic downturns, our asset quality, financial condition and
results of operation, could be materially and adversely affected. Adverse asset quality, lower return on
equity and return on assets resulting from higher GNPA and NNPA may continue in the future and
have a material adverse effect on our business, financial condition and results of operations.

The Bank’s Medium Enterprises advances have decreased from ¥197,186.42 million as of March 31,
2018 to ¥134,186.61 million as of March 31, 2020 and had a gross NPA ratio of 2.06% as of March 31,
2020. Further, the Small & Medium Enterprises and Retail Banking advances portfolio of the Bank has
grown from %457,121.20 million as of March 31, 2018 to 2622,768.72 million as of March 31, 2020
and had a gross NPA ratio of 1.38% as of March 31, 2020. Given the nature of the targeted borrowers,
Retail Banking and Medium, Small and Micro Enterprises advances may carry a higher risk of
delinquency if there is a prolonged recession or a sharp rise in interest rates. As a result, we may be
required to increase our provision for defaulted advances.

In addition, we are required by RBI regulations to extend a minimum aggregate of 40.00% of our
adjusted net bank credit (“ANBC”) or credit equivalent amount of off-balance sheet exposure,
whichever is higher, to certain eligible “priority sectors”, such as agriculture, MSMEs, export credit,
education, housing, social infrastructure and renewable energy. Economic difficulties may affect
borrowers in priority sectors more severely. Economic downturns experienced in priority sectors could
further increase our level of NPAs. On May 8, 2020, the Food and Agriculture Organization of the
United Nations confirmed the spread of locust upsurge to India. The upsurge, if not controlled, can
pose serious threat to agriculture and is likely to affect borrowers in priority sectors. There can be no
assurance that the percentage of NPAs that we will be able to recover will be similar to our past
experience of the recoveries of NPAs. If we are not able to adequately control or reduce the level of
concentration of our NPAs, the overall quality of our loan portfolio could deteriorate, which may have
a material adverse effect on our business, financial condition and results of operations.

We also have investments in security receipts arising from the sale of assets to asset reconstruction
companies. These investments amounted to ¥15,532.65 million or 0.79% of our gross advances as of
March 31, 2020. There can be no assurance that asset reconstruction companies will be able to recover
these assets and redeem its investments in security receipts and that there will be no reduction in the
value of these investments.
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10.

In the course of our business, we are exposed to loan concentrations with respect to specific
borrowers and also corporate borrowers in general and defaults by them would adversely affect our
business, financial condition, results of operations and prospects.

As of March 31, 2018, 2019 and 2020, the Bank’s top 20 advances totalled ¥484,353.89 million,
%617,993.23 million and 439,799.02 million, respectively, which represented 12.72%, 13.28% and
11.62%, respectively, of the Bank’s total advances. For this purpose, advances are calculated in
accordance with the definition of “Credit Exposure” in RBI Master Circular on Exposure Norms
DBR.No0.Dir.BC.12/13.03.00/2015-16 dated July 1, 2015. The Bank’s top 20 exposures totalled
%556,575.44 million, X677,765.38 million and ¥497,206.14 million as of March 31, 2018, 2019 and
2020, respectively, which represented 13.68%, 13.54% and 12.56%, respectively, of our total
exposures. For this purpose, total exposures shall include credit exposure (funded and non-funded
credit limits) and investment exposure (including underwriting and similar commitments). The
sanctioned limits or outstandings, whichever are higher, shall be calculated for the purposes of
determining the exposure limit. Any deterioration in the credit quality of these assets could have a
significant adverse effect on the Bank’s credit portfolio quality and future financial performance.

In addition, as of March 31, 2018, 2019 and 2020, advances to the corporate sector totalled
%1,381,025.01 million, %1,583,428.24 million and %957,477.62 million, respectively, which
represented 67.85%, 65.57% and 55.85%, respectively, of our total advances. Several of our corporate
borrowers in the past suffered from low profitability because of subdued demand conditions, a sharp
decline in commodity prices, high debt burden, loan concentration in a few sectors and high interest
rates in the Indian economy at the time of their financing, among other things.

In the aftermath of the Infrastructure Leasing & Financial Services crisis in September 2018, the
financial sector had been heavily constrained from a liquidity stand-point. Furthermore, rising defaults
in power and infrastructure sectors in the second half of 2019 had taken a toll on the stressed book of
various banks and non-banking financial companies. In this macro environment, given its low capital
covers, the Bank has been adversely impacted on account of elevated slippages in its corporate book
especially in the power and infrastructure sector.

The Bank’s exposure to corporate borrowers is dispersed throughout various industry sectors, the most
significant sectors include construction, electricity (generation/transmission and distribution), iron and
steel, social and commercial infrastructure, gems and jewellery, telecommunication, vehicle parts and
transport equipment and vehicles, which represented 9.75%, 5.44%, 3.10%, 1.93%, 1.00%, 2.82% and
2.13%, respectively of our outstanding total balances as of March 31, 2020. An economic slowdown
and a general decline in business in any industry sectors, among other factors, could impose stress on
these corporate borrowers’ financial soundness and profitability. Accordingly, this concentration of
lending to the corporate sector exposes us to increased credit risk to these borrowers in particular and
may lead to an increase in the level of our NPAs, which could in turn adversely affect our business,
including our ability to grow, the quality of our assets, our financial condition and our results of
operations.

We are exposed to risk of significant deterioration in the performance of a particular sector which may
be driven by events not within our control and could increase the level of our NPAs. For instance, we
have had significant exposures to an infrastructure conglomerate, with such entities having defaulted in
several loan repayment obligations to us. There have also been certain reports and allegations against
other NBFCs in India, a sector experiencing tight liquidity in recent times. These instances have led to
volatility in the Indian debt and equity markets and heightened investors’ concern about the systemic
risks that Indian financial institutions face. Difficulties in the Indian banking sector may also affect the
ability of borrower-NBFCs to make timely repayments to us, or at all, which could increase the level
of our NPAs.

We have also experienced concentration risks resulting from excess exposure in terms of advances and
stressed assets to certain customers/borrower groups. While our portfolio contains loans to a wide
variety of businesses, there can be no assurance that financial difficulties in any of these industrial
sectors will not increase the level of NPAs and restructured assets, and will therefore adversely affect
our business, financial condition, results of operations and prospects.

We have received and may in the future receive multiple anonymous and whistle blower complaints,
which may adversely affect our reputation, business, financial condition and results of operation.
We have received and may in the future receive multiple anonymous and whistle blower complaints
that can have a material effect on our reputation, business, financial condition and results of operation.
For instance, the Bank became aware in September 2018 of an anonymous complaint made to the
stock exchange alleging, amongst other things, irregularities in the Bank’s operations including end
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use monitoring of loans, potential conflicts of interest in relation to the former Managing Director and
Chief Executive Officer, Rana Kapoor and allegations of incorrect NPA classification. The Bank
conducted an internal enquiry into these allegations, which was carried out by the Bank’s management
and supervised by the Board of Directors. The enquiry resulted in a report that was reviewed by the
Board in November 2018. Based on further inputs and deliberations in December 2018 and January
2019, the Audit Committee of the Bank engaged an external firm to independently examine the matter.
The Bank, at the direction of the Audit Committee and with the assistance of this external firm
analysed the allegations in the anonymous complaint. In April 2019, the Bank received the Phase 1
report from the external firm and based on further review and deliberations, the Bank directed a second
phase of investigation from the same firm. Further, during the fiscal year ended March 31, 2020, we
received forensic reports commissioned by other consortium bankers on certain borrower groups,
which provided more information regarding the abovementioned allegations. Our NRC also directed
us to obtain an independent legal opinion with respect to these matters. In February 2020, we received
the final Phase 2 report from the abovementioned external firm. We are in the process of evaluating all
the reports and concluding if any of the findings have a material impact on our financial statements
and processes and which require further investigation. We have presented all the available reports to
the newly constituted Board of Directors and the Audit Committee for guidance and recommendations
on further actions. The guidance and recommendations have also been discussed and form part of the
basis of the qualified audit opinion for the year ending March 31, 2020.

Further, the Bank has also received certain complaints from April to June of 2019, which amongst
other things, relate to certain tax practices of the Bank and certain management and governance related
aspects of the Bank, including the policies of the Bank on management remuneration, appointment of
certain directors on our Board and the management organization structure. In addition, the Bank also
received certain anonymous complaints from August to October 2019, December 2019 and February
2020 against certain directors on our former Board, and in November 2019 and March 2020 against
some employees, including members of the senior management as well as the then Managing Director
and Chief Executive Officer of the Bank, Ravneet Gill. The Nomination and Remuneration Committee
of the Bank in December 2019 noted the complaints and took appropriate actions to address the
complaints, including the appointment of internal committees to examine the substantive allegations of
such complaints. The said open complaints were placed at the Board meeting, Audit Committee and
NRC meetings in March 2020 and June 2020 and the NRC recommended that the said complaints
would be independently reviewed by an external firm and the report of the same would be placed at the
next NRC meeting. In January 2020, the then Chairman of the Audit Committee of the Bank, Uttam
Prakash Agarwal, highlighted certain concerns around corporate governance and other operational
matters. The Bank has received the report on the allegations made by the Chairman of the Audit
Committee from an external firm engaged by the Board. Based on the report, the Board of Directors
noted that neither technical errors were made during the board proceedings nor were there any
substance with respect to the allegations. The external firm has also submitted their report in relation to
the improvement of corporate governance practices, internal controls and processes of the Bank.

We have presented the reports to the newly constituted Board of Directors and the Audit Committee
for guidance and recommendations on further actions. The guidance and recommendations have also
been discussed and formed part of the basis of the qualified audit opinion for the year ending March 31,
2020. The final findings from the inquiries for these complaints, including 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.

The recent moratorium imposed on the Bank has adversely impacted our reputation.

The recent moratorium imposed on us has adversely influenced our reputation and caused a dent in
depositors’ confidence. Depositors concerned with our ability to return any money they have saved
with the Bank had the knee-jerk reaction to withdraw their deposits with the Bank, resulting in a
decrease in our deposits.

On March 5, 2020, the Board was superseded by the RBI in consultation with the Central Government
under section 36ACA of the Banking Regulation Act, 1949. A new Board of Directors, Chief
Executive Officer and Managing Director and Non-Executive Chairman have also been identified and
appointed pursuant to the “YES Bank Limited Reconstruction Scheme 2020”. While the
Reconstruction Scheme, including the aforesaid major changes to the Bank’s managerial personnel, is
put in place to restore confidence in the Bank, we cannot ensure that depositors, lenders and investors
will gain or regain their confidence in us and they may choose to deposit in, lend and invest in other
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banks instead. This could consequently adversely impact our business, financial condition, results of
operation and our competitive position in the industry. There can also be no assurance that the Bank
will not be subject to another moratorium in future.

We may not generate enough taxable profit to offset the outstanding Deferred Tax Asset (DTA) in
our accounts.

We have a total deferred tax asset of ¥82,809.96 million as at March 31, 2020. Although we reported a
loss of *164,325.80 million for the year ended March 31, 2020, we recorded a taxable profit for the
fiscal year 2020. Moreover, during the quarter ended September 30, 2019, we had elected to exercise
the option permitted under section 115BAA of the Income Tax Act, 1961 as introduced by the
Taxation Laws (Amendment) Ordinance, 2019. Accordingly, we recognised provision for income tax
and re-measured its deferred tax assets on the basis of the rate prescribed in the Income Tax Act and
recognized the effect of this change by revising the annual effective income tax rate. The rate of
income tax was revised from 34.944% to 25.168%. The re-measurement of accumulated deferred tax
asset resulted in a one-time additional charge of ¥7,086.10 million.

In addition, the Bank has a total deferred tax asset of ¥82,809.96 million as at March 31, 2020. We
continue to carry such deferred tax asset in our balance sheet. As per the requirements of AS 22 —
Accounting for Taxes on Income, based on the financial projections prepared by the Bank and
approved by the Board of directors, the Bank has assessed that there is reasonable certainty that
sufficient future taxable income will be available against which such deferred tax assets can be
realized. However, the assumptions used in the forecasts may not pan out as projected and we may not
generate enough taxable profits to realise the outstanding deferred tax asset. In the event that we may
have to write off the deferred tax asset, it may impact our profits during that period and may also result
in losses.

The audit reports issued by the independent auditors on the audited consolidated financial statements
and the audited standalone financial statements as at and for the year ended March 31, 2020 included
an emphasis of matter in relation to the foregoing matter.

A global outbreak of an infectious disease such as COVID-19 or any other serious public health
concerns in Asia or elsewhere could have a material adverse effect on our business, financial
condition and results of operations.

The outbreak of a pandemic or an infectious disease in Asia or elsewhere or any other serious public
health concern, such as swine influenza, around the world could have a negative impact on economies,
financial markets and business activities worldwide and which in turn could have a material adverse
effect on our business, financial condition and results of operations. Since December 2019, there is an
ongoing outbreak of the 2019 novel coronavirus (“COVID-19”) which has affected countries globally.
On January 30, 2020, the World Health Organization declared the COVID-19 outbreak a “Public
Health Emergency of International Concern” and on March 11, 2020, it was declared a pandemic.
Between January 30, 2020 and the date of this Red Herring Prospectus, the COVID-19 disease has
spread to many other countries, with the number of reported cases and related deaths increasing daily
and, in many countries, exponentially.

There have been border controls, lockdowns and travel restrictions imposed by various countries,
including India, as a result of the COVID-19 outbreak. Several countries” governments and numerous
companies have imposed increasingly stringent restrictions to help avoid, or slow down, the spreading
of COVID-19, including, for example, restrictions on international and local travel, public gatherings
and participation in meetings, as well as imposition of lockdown measures such as closure of non-
essentials services, universities, schools, stores, restaurants and other key services providers, with
some countries imposing strict curfews. Such outbreak of an infectious disease together with these
restrictions and measures have resulted in protracted volatility in domestic and international markets
and/or may result in a global recession and may adversely impact our operations, revenues, cashflows
and profitability. In particular, the COVID-19 outbreak has caused stock markets worldwide to lose
significant value and has impacted global economic activity. A number of governments have revised
gross domestic product growth forecasts for 2020 downwards in response to the economic slowdown
caused by the spread of COVID-19, and it is possible that the outbreak of COVID-19 will cause a
prolonged global economic crisis or recession.

A countrywide lockdown to contain the spread of COVID-19 has been in force in India since March
24, 2020, which was further extended, with certain modifications, till July 31, 2020. While the
restrictions imposed during the lockdown are slowly being liberalised, there can be no assurance that
this lockdown will not be extended further or that the relaxations provided will not be withdrawn if the
spread of COVID-19 is not contained. The lockdown has, amongst others, forced factories, shops and
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offices in India to close down, resulting in a fall in power consumption, as industrial, trading,
construction and many other economic activities have remained largely suspended. As a result, we
may face delays associated with collection of payments from our clients, which are in the power
infrastructure sector, due to such lockdown or economic slowdown caused by COVID-19, which may
adversely affect our cashflows. This may be coupled with difficulty in accessing sources of financing
as a consequence of volatility in domestic and international markets and/or a global recession. Further,
we may also be required by the Government of India and/or RBI to provide loans to our clients at
reduced rates, and/or restructure our loans, or agree to moratoriums with them. For instance, the RBI
has permitted all commercial banks, co-operative banks, all-India financial institutions, and non-
banking financial companies (including housing finance companies) to grant a moratorium of three
months in respect of term loans made by them, on payment of all “instalments” falling due between
March 1, 2020 and May 31, 2020. The RBI has also clarified that the asset classification of term loan
accounts which benefit from this moratorium period will be determined on the basis of revised due
dates and the revised repayment schedule. For fiscal year 2020, we recognised a general provision for
COVID-19 deferment cases amounting to ¥2,378.42 million. If we had not availed of the benefit of the
standard asset classification on advances which have availed the moratorium granted by the RBI, our
GNPA as of March 31, 2020 would have been higher by %27,129.45 million. There can be no
assurance that the payments due on such loans will be made or these loans will not be classified as
NPAs in the future. Further, pursuant to the circular dated May 23, 2020, the RBI permitted the
extension of the moratorium period by another three months to August 31, 2020. In accordance with
the RBI guidelines relating to COVID-19 regulatory package, the Bank has offered a moratorium of
six months on the payment of all unpaid instalments and/or interest, applicable, falling due between
March 1, 2020 and August 31, 2020, to all eligible borrowers classified as “Standard” as at February
29, 2020. Such eligible borrowers had overdue exposures with a total outstanding amount of
%150,105.54 million as of March 31, 2020, which may require us to make higher provisions and
impact our overall profitability and growth. We may be required to recognise higher loan loss
provisions in future periods, on account of the uncertainty in the external environment due to COVID-
19, which may adversely impact our asset quality, potential recoveries, collateral monetization and
profitability in future periods. Among customers who have opted in for the moratorium, the indicative
ranges for corporate customers, micro, small or medium enterprises, and retail customers are 15% to
20%, 15% to 20%, and 20 to 25%, respectively. The value terms for corporate customers, micro, small
or medium enterprises, and retail customers range from 40% to 45%, 35% to 40%, and 40 to 45%,
respectively.
We continue to monitor developments closely as the COVID-19 pandemic develops. The impact of the
COVID-19 pandemic on our business, cash flows, results of operation and financial condition,
including liquidity, asset quality and growth, will depend on a range of factors which we are not able
to accurately predict, including the duration, severity and scope of the pandemic, the geographies
impacted, the impact of the pandemic on economic activity in India and globally, and the nature,
severity , timeliness and effectiveness of measures adopted by governments. These factors include, but
are not limited to:

. the deterioration of socio-economic conditions;

. disruptions to operations, including logistical disruptions, which have or may have impacted,
amongst other things, our ability to monitor any new litigation or proceedings that may be
initiated against us;

° reductions in customer demand for our products due to quarantine or other travel restrictions,
economic hardship, or illness, which may impact our revenue and market share;
ability of borrowers to repay instalments and/or loans;
significant volatility in financial markets (including exchange rate volatility) and measures
adopted by governments and central banks that further restrict liquidity, which may limit our
access to funds, lead to shortages of cash or increase the cost of raising such funds;

° an adverse impact on our ability to engage in new initiatives, strategic transactions on agreed
terms and timelines or at all;
. our ability to ensure the safety of our workforce and continuity of operations while conforming

with measures implemented by the Central Government and the state governments in relation to
health and safety of our employees, which may result in increased costs; and
an adverse impact on our ability to meet compliance or legal reporting requirements in a timely
manner. For instance, in the past, we had been unable to file the relevant forms with the Registrar of
Companies, Maharashtra at Mumbai with respect to changes in our Board of Directors on account of
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technical issues. A rapid increase in severe cases and deaths due to COVID-19 may cause
unprecedented economic disruption in India and in the rest of the world. Risks arising on account of
COVID-19 can also threaten the safe operation of our facilities, cause disruption of operational
activities, environmental harm, loss of life, injuries and impact the wellbeing of our employees. These
risks could have an adverse effect on our business, results of operations, cash flows and financial
condition.

On May 12, 2020, India’s Prime Minister announced a 20-trillion-rupee stimulus package worth 10%
of the country’s GDP to boost labourers and small businesses in India. For further details of other
regulatory measures taken to mitigate the economic effects of COVID-19, please see “Industry
Overview” on page 146.

However, the aforementioned factors and any other measures, which may be announced by the
Government of India or the RBI, may have an adverse effect on our operating results, businesses,
assets, financial condition, performance or prospects.

As of the date of this Red Herring Prospectus, there is significant uncertainty relating to the severity of
the near- and long-term adverse impact of the COVID-19 pandemic on the global economy, global
financial markets and the Indian economy. We are unable to accurately predict the duration or scope of
the COVID-19 pandemic or the near-term or long-term impact of the COVID-19 pandemic on our
business. To the extent the COVID-19 pandemic adversely affects our business and financial results, it
may also have the effect of heightening many of the other risks described in this Red Herring
Prospectus, including those relating to cash flows.

In addition, influenza A H5N1 has had a profound effect on the poultry industry and Nipah virus
encephalitis, is an emerging infectious disease of public health importance in Asia. India’s southern
state of Kerala was put under a lot of stress in May 2018 due to an outbreak of the Nipah virus. Asia is
home to dynamic systems in which biological, social, ecological, and technological processes
interconnect in ways that enable microbes to exploit new ecological niches. These processes include
population growth and movement, urbanisation, changes in food production, agriculture and land use,
water and sanitation, and the effect of health systems through generations of drug resistance.

There can be no assurance that the ongoing situation caused by the COVID-19 pandemic or a future
outbreak of an infectious disease among humans or animals (if any) or any other serious public health
concern will not have a material adverse effect on our business, financial condition and results of
operations.

We are currently involved and in the future may be involved in legal proceedings, which may
materially and adversely affect us.

We are, and may in the future be, a party to various legal proceedings incidental to our business and
operations. For further details in relation to the material legal proceedings involving our Bank, see
“Qutstanding Litigations and Defaults” on page 479. We cannot assure existing and prospective
investors that these legal proceedings will be decided in our favor. Such litigation could divert
management time and attention, and consume financial resources in their defense or prosecution. In
addition, should any new developments arise, such as changes in Indian law or rulings against us by
the regulators, appellate courts or tribunals, we may need to make provisions in our financial
statements, which could increase our expenses and current liabilities. If we fail to successfully defend
our claims or if our provisions prove to be inadequate, our business, financial condition, reputation and
results of operations could be adversely affected.

On March 14, 2020, we had fully written down, as per the Basel Ill regulations, our Unsecured
Perpetual Subordinated Basel 111 Compliant Additional Tier | Bonds issued on December 23, 2016 for
an amount of ¥30,000 million and our Unsecured Perpetual Subordinated Basel III Compliant
Additional Tier I Bonds issued on October 18, 2017 for an amount of 54,150 million. Subsequent to
this decision, some of the bondholders, and the debenture trustee have filed writ petition challenging
the decision of write down for proceedings and the matter is currently sub judice. Our Bank has also
received complaints from certain retail bondholders alleging mis-selling of these written down bonds
and the same has also been asserted in the writ petition filed by debenture trustee and bondholders. The
matter currently is sub judice in the Bombay and Madras High Courts. For further details in relation to
these proceedings, please see disclosure 5 under “Outstanding Litigation and Material Development —
Litigation involving our Bank — Litigation initiated against our Bank — Other pending proceedings” on
page 480. Further, brief details of material outstanding litigation that have been initiated by and against
our Bank, Subsidiaries, Directors and Group Companies are set forth below.

Type of proceedings Number of Amount®
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cases

(X in million)

Cases against our Bank

Criminal proceedings 3 N.A
Actions taken by statutory or regulatory authorities 1 N.A
Claims related to direct and indirect taxes 15 48,474.95
Other pending material litigation® 10 205,788.50
Total 29 254,263.45
Cases by our Bank
Criminal proceedings 106 46,929.77
Actions taken by statutory or regulatory authorities Nil Nil
Claims related to direct and indirect taxes Nil Nil
Other pending material litigation 31 181,824.14
Total 137 228,753.91
Cases by our Subsidiaries
Criminal proceedings Nil Nil
Actions taken by statutory or regulatory authorities Nil Nil
Claims related to direct and indirect taxes Nil Nil
Other pending material litigation Nil Nil
Total Nil Nil
Cases against our Subsidiaries
Criminal proceedings Nil Nil
Actions taken by statutory or regulatory authorities Nil Nil
Claims related to direct and indirect taxes Nil Nil
Other pending material litigation Nil Nil
Total Nil Nil
Cases against our Directors
Criminal proceedings Nil Nil
Actions taken by statutory or regulatory authorities Nil Nil
Direct and indirect taxes Nil Nil
Other pending material litigation 1 84,150
Total 1 84,150
Cases by our Directors
Criminal proceedings Nil Nil
Actions taken by statutory or regulatory authorities Nil Nil
Claims related to direct and indirect taxes Nil Nil
Other pending material litigation Nil Nil
Total Nil Nil
Cases involving the Group Companies which have a material impact on our Bank

NA Nil Nil

Total 167 567,167.36
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Note:

(1) To the extent quantifiable.

(2) Includes five writ petitions filed by different parties with respect to the write off of the AT I bonds. While the amount
involved in each of these writ petitions is ¥84,150 million, the liability of our Bank under all five petitions shall not
exceed 84,150 million i.e. the amount of outstanding bonds.

There can be no assurance that the decision of the court in these matters will not be adverse against the
Bank, which could adversely affect our business, financial condition, reputation and results of
operations could be adversely affected.

We are currently in breach of certain statutory requirements as to our financial ratios and may
continue to be in breach of the same.

As at March 31, 2020 and as on the date of this Red Herring Prospectus, the Bank has breached the
regulatory requirement of maintaining the minimum CET | ratio as per the requirements of the RBI.
The Bank’s CET I ratio as at March 31, 2020 was 6.3% as compared to the minimum requirement of
7.375%. This continuing breach is primarily on account of the increase in the provision for advances
during the year ended March 31, 2020 as the Bank has decided, on a prudent basis, to enhance its PCR
on its NPA /NPI over and above RBI required provisioning.

The Bank also breached the minimum SLR and LCR requirements of the RBI during the year ended
March 31, 2020. We provided for %3,344.38 million for the probable penalty on the breach of the
regulatory minimum SLR during fiscal year 2020. On March 17, 2020, RBI granted us a 90-day
special liquidity facility and as a result, our SLR as at March 31, 2020 satisfied the regulatory
requirement. Further, due to the on-demand clause under the terms of the special liquidity facility, we
continued to be in breach of our LCR as at March 31, 2020. Subsequent to March 31, 2020, our
deposit base was further reduced to 31,027,179 million as at May 3, 2020. Thereafter, the Bank was
granted another 90-day special liquidity facility by the RBI on June 15, 2020 till September 12, 2020.
Since the new special liquidity facility is not repayable on demand, the Bank is compliant with its
minimum regulatory LCR requirements. The Bank has also raised Certificates of Deposit of 372,000
million as at March 31, 2020. Accordingly, while the Bank is not in breach of the regulatory minimum
LCR and SLR requirements as of the date of this Red Herring Prospectus, there can be no assurance
that we will not breach the regulatory minimum LCR and SLR requirements in future or upon
repayment of the special liquidity facility by RBI.

The Bank'’s loss after tax and AT | write back (exceptional income) for the year ended March 31, 2020
is *164,180.31 million. The Bank’s CET I ratio is 6.3% (regulatory requirement with CCB of 7.375%
which will increase to 8.0% from October 1, 2020) and Tier | capital ratio is 6.5% (regulatory
requirement of 8.875% which will increase to 9.5% from October 1, 2020) as at March 31, 2020. The
Bank has enhanced its PCR and strengthened its balance sheet. As of March 31, 2020, our CRAR
under the RBI Basel 111 Capital Regulations was 8.5%, which was below the RBI’s minimum CRAR
requirement of 10.875% (Tier Il ratio capped at 2%). The RBI’s current framework on Prompt
Corrective Action (“PCA”) considers regulatory breaches in CET and CRAR, inter alia, as potential
triggers. Accordingly, the Bank remains in constant communication with RBI on the various
parameters and ratios. The RBI has not imposed any fine on the Bank for the regulatory breaches yet.

If the Bank does not raise capital or increase our level of deposits and liquid assets, we may breach our
SLR requirements and continue to breach the statutory requirements of CET | ratio. There can be no
assurance that there will be no future breaches of our statutory requirements. Such breaches may have
an adverse impact on our business growth and, as a result, impact our business, financial condition and
results of operations, especially if PCA is triggered.

In addition, the Central Government had on March 5, 2020, based on the RBI's application imposed a
moratorium under section 45 of the Banking Regulation Act, 1949 with effect from March 5, 2020 up
to and inclusive of April 3, 2020. The RBI, in consultation with the Central Government and in
exercise of the powers under section 36ACA of the Banking Regulation Act 1949, superseded our
Board of Directors on March 5, 2020. The write-down of certain Basel Il additional tier | Bonds
issued by the Bank was triggered pursuant to the decision to reconstitute the Bank under Section 45 of
the Banking Regulation Act. Moreover, no depositor was permitted to withdraw more than 350,000
during the period of moratorium and the Bank was not allowed to grant new credit facilities to
customers. While the moratorium has ended, the Bank is still in breach of various regulatory
requirements and has also seen deposits withdrawal after the moratorium. There can be no assurance
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that the RBI will not undertake any action under the Prompt Corrective Action framework or that the
RBI will not activate PONV under the Master Circular on Basel 11l Capital Regulations. There can
also be no assurance that a further moratorium will not be imposed under section 45 of the Banking
Regulation Act, 1949 resulting in potential losses to the Bank’s equity or its creditors.

If the shareholding or control of government-controlled entities in our Bank increases, the
regulatory environment in which we operate may change and may subject us to additional costs,
obligations or compliance requirements

As of June 30, 2020, SBI directly holds 48.21% of the equity share capital of our Bank. While we
continue to be a private sector enterprise, any increase in the equity shareholding or extent of control
of government-controlled entities in our Bank may require us to comply with additional regulatory
requirements that public sector entities or government-controlled companies are required to follow.
Such compliances typically entail, amongst other things, a higher level of scrutiny by the Government
of India or other authorities, which may lead to additional cost of compliances and may restrict our
ability to conduct our business in line with our current practices, which may affect our business,
financial condition and results of operation.

There is no assurance that our growth will continue at a rate similar to what we have experienced in
the past, or at all. Our failure to manage growth effectively may adversely affect our business and
we may be unable to sustain our recent level of financial performance and/or further improvements
in our results of operations.

While the Bank has experienced contraction in its balance sheet and business in the fiscal year ending
2020, it has experienced healthy growth rates from 2017 to 2019. The Bank’s advances increased from
%1,322,626.77 million as of March 31, 2017 to %2,414,996.02 million as of March 31, 2019 at a
compounded annual growth rate (“CAGR”) of 35.13%. The Bank’s total deposits have increased from
%1,428,738.57 million as of March 31, 2017 to %2,276,101.82 million as of March 31, 2019 at a CAGR
of 26.21%. For year ended March 31, 2019, total assets increased from %2,150,599.18 million as of
March 31, 2017 to %3,808,261.65 million as of March 31, 2019 at a CAGR of 33.07%. The Bank’s
current deposits and savings deposits (“CASA”) decreased from X731,761.76 million as of March 31,
2018 to 280,268.36 million as of March 31, 2020 at a CAGR of (38.07)%. Similarly, our total net
income has decreased from 3129,608.93 million for fiscal year ended March 31, 2018 to
%1,027,467.25 million for fiscal year ended March 31, 2020 at a CAGR of (11.08)%. Our operating
profit (before provisions and contingencies) decreased from 77,481.13 million for fiscal year ended
March 31, 2018 to ¥35,175.14 million for fiscal year ended March 31, 2020 at a CAGR of (32.62)%.
However, the CASA ratio of the Bank (the ratio of our CASA deposits to total deposits, expressed as a
percentage) was 26.63% as of March 31, 2020, which represented a decrease as compared to 33.06%
as of March 31, 2019 and 36.45% as of March 31, 2018. The above parameters have seen a reduction
in fiscal year 2020 due to the steep deposit outflow in early October 2019 on the account of a
combination of events such as the significant decrease in the Bank’s stock price due to invocation of
the former promoter’s pledged shares, IT glitches in our, as well as other financial institutions’ mobile
banking and online banking portals which resulted in customers not being able to complete their
transactions, financial distress of another cooperative bank and the moratorium imposed on the Bank
and other measures taken by the RBI including changes in management and the board in March 2020.
Our total net income and operating profits were lower in fiscal year 2020 mainly due to significant
increase in NPA and lower non-interest income driven by lower fee income.

As part of our growth strategy, our transaction banking group has been identified as our key area of
growth. We will continue to invest resources to diversify our corporate, MSME and retail banking
portfolio, with a focus on the retail and MSME business segments. We aspire to gain market share in
strategically-selected customer segments, knowledge sectors and geographies while improving our
productivity, profitability and efficiency. We will continue to develop products and services in order to
become more competitive and develop a more balanced portfolio. Although our growth initiatives have
contributed to our financial results in recent years, there can be no assurance that we will be able to
continue to successfully implement this strategy. Any inability on our part to successfully diversify
from a corporate bank to a diversified bank with a focus on retail driven growth may increase the risk
that we may face from corporate defaults or any increases in non-performing assets (“NPAs”) as a
result of such industry concentration. Conversely, for the past few quarters, the Bank has strategically
muted growth in lending due to capital conservation needs. We have, in the past, set targets for our
growth and will continue to do so in the future. However, there can be no assurance that we will meet
our current targets or any future targets. Our ability to execute our growth strategies and sustain our
financial performance is influenced by market growth and depends primarily upon our ability to
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manage key issues such as selecting and retaining skilled personnel, establishing additional branches,
raising adequate capital, maintaining a secure and efficient technology platform that can be regularly
upgraded, developing a knowledge base to face emerging challenges and ensuring a high standard of
customer service. In addition, our growth and financial performance is dependent upon the
implementation of a successful risk management strategy. While we have a Risk Monitoring
Committee that seeks to establish policies, frameworks and systems to effectively manage various
risks, there is no assurance that such policies, frameworks and systems will adequately address the
risks that we may face in the future, or that new risks will not arise which have not been anticipated.
Sustained growth may put pressure on our ability to effectively manage and control historical and new
risks, and our potential inability to effectively manage any of these issues may materially and
adversely affect our business growth and, as a result, impact our business, financial condition and
results of operations.

We also intend to continue to increase and diversify our customer base and delivery channels. In recent
years, we have increased our branch network. Our number of branches has increased from 1,100 as of
March 31, 2018 to 1,135 as of March 31, 2020. Our number of ATMs has decreased from 1,724 as of
March 31, 2018 to 1,423 as of March 31, 2020. Our business correspondent agents grew from over
190,000 as of March 31, 2018 to more than 500,000 as of March 31, 2020. Such expansion will
increase the size of our business and the scope and complexity of our operations, and will involve
significant capital expenditure. We may not be able to effectively manage this growth or achieve the
desired profitability in the expected timeframe, or at all, or meet the expected increase in our CASA
ratio or improvement in other indicators of financial performance from the expansion. Some of our
newly added branches are currently operating at a lower efficiency level compared with our
established branches, and achieving our benchmark level of efficiency and productivity will depend on
various internal and external factors, some of which are not under our control.

We have opened a representative office in Abu Dhabi and an International Finance Service Centre
banking unit (“IBU”) in GIFT City, Gandhinagar, Gujarat in 2015. Further, we incorporated YES
Securities (India) Limited (“YSIL”) in 2013, YES Asset Management (India) Limited (“YAMIL”)
and YES Trustee Limited (“YTL”) as wholly-owned subsidiaries in 2017. YAMIL offers the services
of an investment manager and YTL acts as a Trustee to YAMIL. Our subsidiary, YSIL, will complete
seven years of operation in fiscal year 2020. Introducing these new businesses and expanding into new
jurisdictions may expose us to a number of risks and challenges, including incurring capital
expenditure, hiring and retaining skilled personnel, and developing an adequate knowledge base. In
particular, our IBU in GIFT City is not a domestic banking branch and is therefore subject to different
rules and regulations as compared to our domestic banking branches. As of March 31, 2020, we failed
to maintain the minimum prescribed regulatory capital in terms of the RBI Circular on Scheme for
setting up of IFSC Banking Units (IBU) by Indian Banks dated April 1, 2015, as amended (“IBU
Circular”). As of the date of this Red Herring Prospectus, the IBU is in compliance with the minimum
prescribed regulatory capital, however, the IBU may still be subject to adverse actions by the RBI for
failing to maintain the minimum prescribed regulatory capital at all times. In addition, as at March 31,
2020, the IBU is also in breach of its minimum regulatory LCR requirements. As on the date of Red
Herring Prospectus, IBU is in compliant with the LCR ratio. Any failure by our Bank to comply with
the terms of the IBU Circular could result in penalties such as fines, suspension, withdrawal or
termination of the licence, thereby, affect our business, financial conditions, operations and/or
prospects. Further, as on March 31, 2020, the IBU was in breach of its exposure ceiling prescribed
under the IBU Circular. In terms of the IBU Circular, exposure ceiling for IBUs shall be 5% of the
parent bank’s Tier | capital in case of a single borrower and 10% of parent bank’s Tier | capital in the
case of a borrower group. Accordingly, the applicable single and the borrower group limits for the IBU
as of March 31, 2020 were X7,750 million and 15,510 million, however, the IBU has breached the
applicable limit in relation to four single borrowers and one borrower group. While the IBU, pursuant
to its letter dated June 8, 2020 has reported the breaches to the RBI along with the detailed remediation
plan, the IBU may still be subject to adverse actions by the RBI. Further, the RBI, pursuant to its letter
dated May 22, 2020, has directed that the IBU is no longer permitted to access Foreign Currency Non-
Resident (Bank) deposits raised by the Bank or any other banks in India, and has required it to comply
with the direction by May 22, 2021. This may impact the IBU’s ability to disburse loans and meet its
borrowing repayment related requirements and consequently, further affect its business, financial
conditions, operations and/or prospects.
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We have incurred loss in the fiscal year 2020 and have consequently recorded negative EPS in the
fiscal year 2020. In the event that we continue to record negative EPS, it may adversely affect our
business and financial condition.

Financial
year ended
March 31,
Particulars 2020
3
Earnings per Share (BASIC) ........coviiiiiiiiriiieiirieeee st (56.11)
Earnings per share (DIilUted) ..........coooiiiiiiiiiicce s (56.11)

We have recorded a loss of ¥164,325.80 million as of March 31, 2020. There can be no assurance that
we will not record a loss or negative EPS in the future, which may adversely affect our business and
financial condition.

Some of our subsidiaries have been incurring losses for the past three years and our subsidiaries’
auditors have expressed that a material uncertainty exists relating to going concerns of our
subsidiaries.

Our subsidiary, YAMIL, has been incurring losses over the past three years. Pursuant to the RBI
master circular on Prudential Norms for Classification, Valuation and Operation of Investment
Portfolio by Banks, we have provided ¥403.30 million for the impairment of investment in our
subsidiaries and we are accordingly required to provide more capital. The auditors of these subsidiaries,
YAMIL and YTL, have also expressed that a material uncertainty exists relating to going concerns of
our subsidiaries in their respective audit reports to the financial statements as of and for the year ended
March 31, 2020. There can be no assurance that we will be able to provide sufficient capital infusion to
our subsidiaries in the event that their regulatory capital requirements breach statutory limits. We may
be required to undertake capital infusion into our subsidiaries to maintain their regulatory capital
requirements, which will result in the outflows of our capital reserves and could potentially impact our
ability to maintain our capital ratios above the statutory regulatory limits.

There can be no assurance that the amount of deposits with the Bank will increase or even remain
at comparable levels.

Our deposit base has seen a reduction from %2,275,579.03 million as at March 31, 2019 to
%1,053,111.68 million as at March 31, 2020. Due to the steep deposit outflow in early October 2019 on
the account of a combination of events such as the significant decrease in the Bank’s stock price due to
invocation of the former promoter’s pledged shares, IT glitches in our, as well as other financial
institutions’ mobile banking and online banking portals which resulted in customers not being able to
complete their transactions, financial distress of another cooperative bank. Also, in March 2020 on
account of changes in management, the moratorium imposed on the Bank and other measures taken by
the RBI. Decrease in credit rating, rising NPA level and uncertainty around capital raising leading to
greater chances of breaching regulatory capital limits, there was a continuing breach in SLR and LCR
during the fiscal year 2020. The Bank was granted a second 90-day special liquidity facility by the RBI
on June 15, 2020 till September 12, 2020 to support its deposits among other things. The special
liquidity facility is not repayable on demand. Accordingly, as of the date of this Red Herring
Prospectus, the Bank is not in breach of the regulatory minimum LCR and SLR requirements.
However, there can be no assurance that the amount of deposits with the Bank will increase or even
remain at comparable levels in future.

There can be no assurance that we will be able to access capital as and when we need it.

Unless we are able to mobilise the necessary amounts of additional capital, any incremental capital
requirement may adversely impact our ability to grow our business and may even require us to curtail
or withdraw from some of our current business operations. Our capital adequacy ratio decreased from
18.4% as at March 31, 2018 to 16.5% as at March 31, 2019, and to 8.5% as at March 31, 2020, due to
higher provisioning requirements. The inability to raise adequate capital in time may also further
adversely affect our financial ratios, such as SLR and LCR. The RBI, pursuant to its letter dated June
15, 2020, granted the second 90-day special liquidity facility to the Bank for support of deposits and
SLR maintenance, on account of measures being taken by the Bank to raise capital. For details, see
“Risk Factors - We are currently in breach of certain statutory requirements as to our financial ratios
and may continue to be in breach of the same” on page 37. The inability to raise adequate capital in
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time may also prevent us from rectifying our breach of LEF limits, in particular, Bank has proposed
raising additional equity as part of its remediation plan to rectify the breach of the exposure ceiling
limits by the IBU. For details, see “Risk Factors - There is no assurance that our growth will continue
at a rate similar to what we have experienced in the past, or at all. Our failure to manage growth
effectively may adversely affect our business and we may be unable to sustain our recent level of
financial performance and/or further improvements in our results of operations.” on page 38. On
March 14, 2020, we allotted 10,000 million equity shares to the State Bank of India, Housing
Development Finance Corporation Limited, ICICI Bank Limited, Axis Bank Limited, Kotak Mahindra
Bank Limited, The Federal Bank Ltd, Bandhan Bank Ltd, and IDFC First Bank Limited, aggregating
%100 billion. There can also be no assurance that we will be able to raise adequate additional capital in
the future on terms favourable to us, or at all, and this may hamper our growth plans (apart from those
that can be funded by internal accruals) and adversely impact our financial ratios.

Availability of funding and increases in funding costs could adversely affect our financial
performance.

Our current sources of funding (other than equity share capital and share premium) are primarily
institutional and retail customer deposits, long-term Tier Il debt, inter-bank borrowing, borrowings
from RBI and perpetual debt instruments. Failure to obtain these sources of funding or replace them
with fresh borrowings or deposits may materially and adversely affect our business, financial condition
and results of operations.

Our cost of funds is sensitive to interest rate fluctuations, which exposes us to the risk of reduction in
spreads, which is the difference between the returns that we earn on our advances as well as our
investments and the amounts that we must pay to fund them, on account of changing interest rates. In
the fiscal year 2020, our cost of funds was 6.74% in comparison to 6.34% for the fiscal year 2019.

The pricing on our issuances of debt or borrowings is also dependent on our perceived credit rating.
The recent moratorium imposed on the Bank, the writing down of our AT I bonds and any downgrade
or potential downgrade on our credit ratings by rating agencies may negatively influence the
perception of our credit ratings. This would increase our financing costs, and adversely affect our
future issuances of debt and borrowing and our ability to raise new capital on a competitive basis. In
addition, any adverse revisions to India’s credit ratings for domestic and international debt by
international rating agencies may have a similar effect on our ability to raise additional financing and
the terms at which such financing is available. This could have an adverse effect on our business,
profitability and the ability to fund our growth.

In addition, attracting customer deposits in the Indian market is competitive. If we fail to sustain or
achieve the growth rate of our deposit base, including our CASA, our business may be adversely
affected. The rates that we must pay to attract deposits are determined by numerous factors, such as the
prevailing interest rate structure, competitive landscape, RBI monetary policy and inflation. For
example, in October 2011, the RBI deregulated interest rates on savings bank deposits, which resulted
in certain banks increasing their interest rates, leading to increased competition in this area. In the
event that our spreads decrease, it may have a material adverse effect on our business, financial
condition, results of operations and cash flow. Further, there can be no assurance that our Bank will be
able to raise deposits and or other sources of liquidity, or repay or renew our existing liabilities, which
can adversely affect our funding costs.

Any downgrade of our debt ratings by international or domestic rating agencies could adversely
affect our business.

Our debt is rated by various domestic and international agencies. The Bank’s debt rating has recently
been downgraded by various notches.

While Moody's Investors Service (“Moody’s”) upgraded our long-term foreign currency issuer and
foreign currency senior unsecured MTN program ratings to Caal from Caa3 and (P)Caal from
(P)Caa3 , respectively, on March 16, 2020, Moody’s downgraded our long-term foreign currency
issuer rating to Caa3 from B2 and our foreign currency senior unsecured MTN program rating to
(P)Caa3 from (P)B2 on March 6, 2020 (“the previous round of assessment”). In addition, Moody’s
has confirmed our long-term foreign and local currency bank deposit ratings at Caal, which was
downgraded from B2 during the previous round of assessment. Moody’s has also confirmed our long-
term domestic and foreign currency Counterparty Risk Rating (“CRR”) and long-term Counterparty
Risk Assessment (“CR Assessment”) at Caal and Caal(cr) respectively, which was downgraded from
B1 and B1(cr) during the previous round of assessment. Lastly, Moody's has affirmed our Baseline
Credit Assessment (“BCA”) and adjusted BCA at ca, which was downgraded from ca and caa2 during
the previous round of assessment. The rating outlook is positive.
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On June 23, 2020, CARE Ratings Limited (“CARE”) has confirmed our Bank’s Infrastructure Bond
Rating and Lower Tier 1l Bonds at B which were downgraded from A- as on March 6, 2020 (“the
previous round of assessment”). In addition, CARE has confirmed our Bank’s Tier II Bonds (Basel
111) Rating at C which was downgraded from A- during the previous round of assessment. CARE has
downgraded the Upper Tier Il Bonds to D from C during the previous round of assessment. CARE has
confirmed our Bank’s Perpetual Bonds (Basel II) Rating at D which were downgraded from BBB- and
BBB+ respectively during the previous round of assessment.

On June 23, 2020, ICRA Limited (“ICRA”) has confirmed our Bank’s Infrastructure Bond Rating and
Lower Tier Il Bonds at BB+ and was reaffirmed at BB+ as on March 30, 2020 (“the previous round
of assessment”). In addition, ICRA has confirmed our Bank’s Tier I Bonds (Basel III) Rating at BB
(hyb) and was reaffirmed during the previous round of assessment. ICRA has downgraded the Upper
Tier Il Bonds Ratings to D from BB which was reaffirmed at BB during the previous round of
assessment. ICRA has confirmed our Bank’s Additional Tier I Bonds (Basel IIT) Ratings and Perpetual
Bonds (Basel Il) Rating at D (hyb) and D respectively which were reaffirmed at D (hyb) and D
respectively during the previous round of assessment. Further, ICRA, at the request of the Bank, has
withdrawn the ratings for our short term fixed deposit programme and Certificate of Deposit
programme.

On March 18, 2020, our rating by India Ratings and Research Private Limited was revised to WD for
Basel |1l Additional Tier | bonds, IND B+/RWE for Basel Il Tier Il bonds and IND BB-/RWE for
Infrastructure bonds and for Long-Term Issuer Rating.

On March 6, 2020, Brickwork Ratings downgraded our Bank’s Hybrid Tier I Bonds (Basel II), Upper
Tier 11 Bonds (Basel 1) and Innovative Perpetual Debt Instruments (Basel 1) from A- to D, and Lower
Tier 11 Bonds (Basel Il) from A to D.

There can be no assurance that the ratings for various debts of the Bank will not be further downgraded
in future. Any downgrade in our credit ratings may increase interest rates for refinancing our
outstanding debt, which would increase our financing costs, and adversely affect our future issuances
of debt and our ability to raise new capital on a competitive basis, which may adversely affect our
profitability and future growth. In addition, any downgrade in our credit ratings may constitute breach
of covenant under several of our borrowing agreements, thereby triggering a prepayment clause and
resulting in further damage to our liquidity position.

The Bank’s off-balance sheet liabilities could adversely affect our financial condition.

As of March 31, 2020, the Bank had total contingent liabilities of ¥4,585,260.89 million, amounting to
an equivalent credit exposure of ¥581,722.99 million. Our off-balance sheet liabilities consist of,
among other things, liability on account of forward exchange and derivative contracts, guarantees and
documentary credits given by it. In case of derivative contracts, the notional principal amounts are
significantly greater than the actual profit and loss, mark-to-market impact on us. If any of these
contingent liabilities materialise, our business, financial condition and results of operations may be
materially and adversely affected. See “Management’s Discussion and Analysis of Financial Condition
and Results of Operations — Financial Instruments and Off-Balance Sheet Arrangements”.

We could be adversely affected by operational risks, including cyber threats, which may disrupt our
businesses.

Our businesses are highly dependent on our ability to process, on a daily basis, a large number of
transactions across numerous and diverse markets and our transactions and processes have become
increasingly complex. Consequently, we rely heavily on our financial, accounting and other data
processing systems. We are therefore directly and indirectly exposed to operational risks arising from
errors made in the confirmation or settlement of transactions not being properly recorded, evaluated or
accounted for. For example, in January 2014, the RBI imposed a penalty of 20.5 million (which has
been recorded in our books of account during fiscal year 2014) for a shortfall of security in our
principal subsidiary general ledger (“SGL”) account. The shortfall was due to operational errors
during settlement. While we have tightened operational controls in response to this incident, there can
be no guarantee that such operational errors will not occur in the future. We have also received a show
cause notice dated March 31, 2018 from the Enforcement Directorate, alleging violation of certain
provisions of FEMA arising out of the opening of a bank account for a non-resident foreign national.
The Bank has responded to the Enforcement Directorate and as of the date of this Red Herring
Prospectus, we have not heard back from the Enforcement Directorate. The potential inability of our
systems to accommodate an increasing volume of transactions could also constrain our ability to
expand our businesses. If any of our systems do not operate properly or are disabled, we could suffer
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financial loss, a disruption of businesses, liability to clients, regulatory intervention or damage to
reputation, which may materially and adversely affect our business, financial condition and results of
operations.

Further, we offer internet banking and other services to our customers. We are therefore directly and
indirectly exposed to various cyber-threats such as phishing and trojans (targeting our customers,
where fraudsters send unsolicited mails to our customers seeking account-sensitive information or to
infect customer machines to search and attempt exfiltration of account-sensitive information), hacking
(where attackers seek to hack into our website with the primary intention of causing reputational
damage to us by disrupting services) and data theft (where cyber-criminals may attempt to intrude into
our network with the intention of stealing our data or information). There is also the risk our customers
may terminate their accounts with us for any cyber-incidents that occur on our own system or an
unrelated third party’s system. Accordingly, as we continue to grow our business, we will remain
exposed to increased operational risks, which may materially and adversely affect our business,
financial condition and results of operations.

A portion of our collections from customers is in cash, exposing us to certain operational risks.

A portion of our collections from our customers is in cash. Large cash collections expose us to the risk
of theft, fraud, misappropriation or unauthorized transactions by employees responsible for dealing
with such cash collections. These risks are exacerbated by the high levels of responsibility we delegate
to our employees and the geographically dispersed nature of our network. While we have implemented
technology that tracks our cash collections, taken insurance policies, including fidelity coverage and
coverage for cash in safes and in transit, and undertaken measures to detect and prevent unauthorized
transactions, fraud or misappropriation, this may not be sufficient to prevent or deter such activities in
all cases, which may adversely affect our operations and profitability. Further, we may be subject to
regulatory or other proceedings in connection with any unauthorized transactions, fraud or
misappropriation by our representatives and employees, which could adversely affect our reputation.
We may also be party to criminal proceedings and civil litigation related to our cash collections. Our
business is also susceptible to fraud by dealers, distributors and other agents through the forgery of
documents, multiple financing of the same vehicle and unauthorized collection of instalments on
behalf of our Bank. Given the high volume of transactions involving cash processed by us, certain
instances of fraud and misconduct by our representatives or employees may go unnoticed for some
time before they are discovered and successfully rectified. Even when we discover instances of fraud
and other misconduct and pursue legal recourse or file claims with our insurance carriers, there can be
no assurance that we will recover any amounts lost through such fraud or other misconduct. Our
dependence upon automated systems to record and process transactions may further increase the risk
that technical system flaws or employee tampering or manipulation of such systems will result in
losses that may be difficult to detect or rectify.

We have had major changes to our managerial personnel and shareholders, and our inability to
retain or replace key and talented personnel may have an adverse effect on our business, reputation,
financial condition and results of operation.

We have experienced major changes in key members of the management team and shareholder
composition. Our future success is highly dependent on the services of our management team who was
recently appointed and our ability to attract and retain suitable candidates. Our shareholders also have
the ability to determine certain business decisions submitted to them for approval. Our ability to
maintain our strategic direction, manage our current operations and meet future business challenges
depends, among other things, on the continued employment and ability of our managerial personnel to
formulate new strategic policies, and our ability to attract and recruit talented and skilled personnel in
key managerial positions throughout our organization.

Our employment agreements with these personnel do not obligate them to work for us for any
specified period and do not contain non-compete or non-solicitation clauses in the event of termination
of employment. Further, we do not maintain any “key man” insurance. If one or more of these key
personnel are unwilling or unable to continue in their present positions, we may not be able to replace
them promptly with persons of comparable skills and expertise, which could have a material adverse
effect on our operations and performance.

In addition, should the banking industry move towards relatively higher incentive-based pay schemes,
we may not be as competitive as other banks. This may increase the possibility of our skilled personnel
moving to more attractive employment opportunities. There is no assurance that we will be able to
continue our successful hiring of talented and key personnel in the future. The loss of such personnel
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or our inability to replace such personnel effectively may materially and adversely affect our ability to
grow and operate our various business functions in an efficient manner.

Furthermore, the new management team and shareholders may introduce policies that may not be
favourable among other employees in the Bank, resulting in a higher attrition rate. This may affect the
operations of the Bank, especially if the Bank has to continuously expend time and money to train new
employees.

Negative publicity could damage our reputation and adversely impact our business and financial
results.

Reputational risk, or the risk to our business, earnings and capital from negative publicity, is inherent
in our business. Most recently, the Enforcement Directorate (“ED”) and Central bureau of
Investigation (“CBI”) had in March 2020 launched an investigation into certain transactions involving
one of the Bank’s former promoters, and the former Managing Director and Chief Executive Officer,
Rana Kapoor, and alleged links between him and certain borrower groups, following allegations of
money laundering and fraud. Investigations are still ongoing as of the date of this Red Herring
Prospectus.

The recent moratorium imposed by the RBI, together with our falling stock price caused by the selling
by our former promoters, have impacted the reputation of the Bank. Depositors’ confidence has been
consequently affected, which resulted in an increase in deposit withdrawal. The long-term impact of
the said moratorium on the depositor confidence is unascertainable.

We have also faced negative publicity following allegations of corporate governance issues and the
resignations of a few of our directors from the Board, as well as claims that certain of members of our
management team were sought to be replaced. For instance, Uttam Prakash Agarwal resigned from our
Bank on January 10, 2020, raising certain concerns, including over standards of corporate governance
of our Bank. Claims and complaints that allude to any form of wrongdoing or portray an adverse
situation within our Bank may further result in negative publicity, lawsuits or investigations by the
regulators or government agencies.

Further, the Board of Directors of the Bank had, at their meeting held on September 25, 2018,
considered and approved the clawback of 100% of the performance bonus paid to Rana Kapoor, our
former Managing Director and Chief Executive Officer, for fiscal year 2015 and 2016, net of taxes.
The amount of bonus that was clawed back was 26,217,823 for fiscal year 2015 and 8,245,416 for
fiscal year 2016. Responding to directions from the regulators and/or negative publicity arising from
any of the above circumstances can divert the time and effort of the Bank’s management from our
business. Any negative impact on our reputation arising from the above circumstances could materially
and adversely affect our business, financial condition, results of operations and prospects.

In addition, our Bank has in the past received certain show cause notices from SEBI, in relation to non-
compliance with certain securities laws. For further details, please see “Outstanding Litigation and
Material Developments - Violation of securities laws settled through the consent or settlement
mechanism by our Bank during three years immediately preceding the date of filing of this Red
Herring Prospectus” on page 490. While these notices are no longer outstanding, in the event the Bank
receives such notices in the future, it may have a negative impact on the Bank’s reputation and may
result in us being liable to some regulatory fines.

The financial services industry in general has been closely monitored by various regulators due to the
global financial crisis and other matters affecting the financial services industry. Negative public
opinion about the financial services industry generally, or us specifically, could adversely affect our
ability to attract and retain customers, and may expose us to litigation and regulatory action. Negative
publicity can result from our actual or alleged conduct in any number of activities, including lending
practices, foreclosure practices, corporate governance, regulatory compliance, mergers and
acquisitions, and related disclosure, sharing or inadequate protection of customer information, and
actions taken by government regulators and community organisations in response to that conduct. We
distribute several third-party products, including life insurance, health insurance and general insurance.
We also work in partnership with third parties, including business correspondents in the micro-finance
sector. We have no control over the actions of such third parties. Any failure on the part of such third
parties, including any failure to comply with applicable regulatory norms, any regulatory action taken
against such parties or any adverse publicity relating to such party could, in turn, result in negative
publicity about us and adversely impact our brand and reputation. Although we take steps to minimize
reputational risk in dealing with customers and other constituencies, we, as a large financial services
organization with a high industry profile, are inherently exposed to this risk.

44



29.

30.

31.

Our business is dependent on the ‘YES”’ brand name. Our subsidiaries leverage the ‘YES’ brand
name, any negative publicity around the subsidiary can also impact the Bank.

We believe that we have established a reputation as one of the leading private sector banks in India,
and the “YES” brand is widely recognised by our customers. We have invested significantly in
developing and promoting our brand, and we expect to continue maintaining and increasing brand
awareness among our current and prospective customers. We believe that, as the market becomes
increasingly competitive, maintaining and enhancing our brand, in a cost-effective manner, will
become more important for our business. Customer’s perception of our brand depends on various
factors, such as the range of our product offerings, quality of services offered by the Group and our
advertising, public relations and marketing activities. If we are unable to consistently manage our time
and costs on brand-building initiatives, our ability to compete in the financial services sector may be
negatively impacted and have a material adverse effect on our business. In addition, if our customers
perceive that any of the products or services offered by the Group under the “YES” brand is
inadequate, our reputation may be affected, which may materially and adversely affect our business,
financial condition, results of operations and prospects.

For example, we sell investment products and offer services through our subsidiaries, YSIL, YAMIL
and YTL. Under certain circumstances, customers may claim that our sales process is inadequate or
that there was misconduct by our employees or intermediaries at the time of signing of the policy
contract or during the course of customer service. Such misconduct could include activities such as
making non-compliant or fraudulent promises of high returns on investments or recommending
inappropriate products and fund management strategies. In the event that we are subject to claims by
customers for such alleged instances of mis-selling, our brand image will deteriorate which may
materially and adversely affect our business, financial condition, results of operations and prospects.
Any non-compliance with applicable AML, CFT and KYC policies could expose us to additional
liability and harm our business and reputation.

In accordance with the requirements applicable to banks, we are mandated to comply with applicable
anti- money laundering (“AML”), combating the financing of terrorism (“CFT”) and know your
customer (“KYC”) regulations in India. These laws and regulations require us, among other things, to
adopt and enforce AML and KYC policies and procedures. While we have adopted policies and
procedures aimed at collecting and maintaining all AML and KYC related information from our
customers in order to detect and prevent the use of our banking networks for illegal money-laundering
activities, there may be instances where we may not be able to detect, in a timely manner or at all, or
may be used by other parties in attempts to engage in, money-laundering and other illegal or improper
activities.

Pursuant to an inspection by SEBI, we received a letter dated September 6, 2016 in relation to certain
non-compliances with SEBI regulations for depository participants, such as non-compliance with
certain KYC procedures, and missing or incomplete documentation. We have also received an
administrative warning and deficiency letter dated May 9, 2017 from SEBI, wherein SEBI had
highlighted certain deficiencies including, in relation to KYC and AML compliance, handling of
dematerialised accounts of customers and procedure for bank account closure. SEBI had instructed us
to take corrective measures and ensure future compliance. We may, in the future, become subject to
regulatory scrutiny, investigation, penalty or other action.

Although we believe that we have adequate internal policies, processes and controls in place to prevent
and detect AML activity and ensure KYC compliance, and have taken the necessary corrective
measures, there can be no assurance that we will be able to fully control instances of any potential or
attempted violation by other parties and may accordingly be subject to regulatory actions including
imposition of fines and other penalties by the relevant government authorities to whom we report. Our
business and reputation 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.

We were not in compliance with certain provisions of the Companies Act 2013 with respect to the
appointment of the requisite number of directors liable to retire by rotation and have been delayed
in compliance with certain provisions of the SEBI Listing Regulations with respect to, inter alia,
submission of financial results.

Prior to the allotment of Equity Shares pursuant to the Reconstruction Scheme, our Board did not have
the requisite number of directors liable to retire by rotation, as required under section 152 of the
Companies Act, 2013. Pursuant to the recent Reconstruction Scheme, a new Board has been
constituted and until one year from the Reconstruction Scheme or until an alternate Board is
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constituted, whichever is later, the composition of our Board is, and shall be, governed by the
provisions of the Reconstruction Scheme. Accordingly, Banking Regulation Act and various corporate
governance provisions of the Companies Act, the SEBI Listing Regulations and our Articles of
Association, will not be applicable to our Bank. Additionally, our Bank has (i) submitted its financial
results for the quarter ended December 31, 2019 with the Stock Exchanges on March 14, 2020, instead
of on or before February 14, 2020, and (ii) there have been instances of delay in filing of intimations
with respect to analyst meetings under SEBI Listing Regulations. While the Board has been re-
constituted pursuant to the Reconstruction Scheme, necessary monetary fines have been paid to the
Stock Exchanges with respect to this delay in submission of financial results, and we have made the
relevant intimations with respect to the analyst meetings in accordance with Regulation 30(6) of the
SEBI Listing Regulations, we cannot assure you that we will not be subject to action under the
Companies Act, 2013 and/or under the SEBI Listing Regulations, including being subject to any
regulatory fines or penalty in relation to our procedural delay in (i) assessing and ensuring compliance
prior to such re-constitution, (ii) submission of financial results.

We have entered into certain related party transactions for certain of our business functions.

We have entered, and may continue to enter, into transactions with related parties, including but not
limited to, the sale of our corporate loan book to our related parties as part of our portfolio
management strategy. In addition, we had engaged with BW Businessworld Media Private Limited in
connection with the Bank’s marketing activities and Apex Club India Private Limited in connection
with the Bank’s training and conference related activities.

For the year ended March 31, 2019, BW Businessworld Media Private Limited and Apex Club India
Private Limited, whose shareholders are the relatives of our former Managing Director and Chief
Executive Officer, Rana Kapoor, are related parties pursuant to AS 18 “Related Party Disclosures”
notified under Section 133 of the Companies Act, 2013, read together with paragraph 7 of the
Companies (Accounts) Rules 2014.

There can be no assurance that any of our future transaction would be deemed as arm’s-length or the
Bank’s related parties will not take actions that favour their interest over our Bank’s interests. The
internal controls regarding the management of various related party transactions can be challenging
and demanding for the Bank. Failure to adequately control and manage its related party transaction
would have an adverse effect on our Bank’s business, financial condition and results of operations.
Some of our Directors and Key Managerial Personnel had interest in our Bank that were in
addition to their normal remuneration or benefits and reimbursement of expenses incurred

Some of our Directors and Key Managerial Personnel had interests in our Bank that are in addition to
reimbursement of expenses and normal remuneration payable to them. Further, certain of our Directors
and Key Managerial Personnel may also be deemed to be interested to the extent of Equity Shares and
stock options held by them, as well as to the extent of any dividends, bonuses or other distributions on
such Equity Shares. For further details in relation to such interests of Directors, see “Our
Management” beginning on page 243.

We face maturity and interest rate mismatches between our assets and liabilities.

We meet our funding requirements in part through short and long-term deposits from retail and
corporate depositors as well as inter-bank deposits; however, a significant portion of our assets (such
as advances) have maturities with longer terms than our liabilities (such as deposits). In addition, the
Bank was granted a short-term special liquidity facility on March 17, 2020 for 90 days by the RBI to
meet the demands of the depositors for repayment of deposits post the lifting of the moratorium,
amongst other things, which was repaid on June 15, 2020. The RBI granted the Bank a second 90-day
special liquidity facility till September 12, 2020.

As of March 31, 2020, we had negative liquidity gaps for certain maturity periods up to one year. If we
have an asset-liability gap, our liquidity position could be adversely affected and we may be required
to pay higher interest rates in order to attract or retain further deposits, which may have a material
adverse effect on our business, financial condition and results of operations. As of March 31, 2018,
2019 and 2020, a substantial portion of our advances had tenors exceeding one year. The long tenor of
these advances may expose us to risks arising out of economic cycles. In addition, some of these
advances are project finance advances and there can be no assurance that these projects will perform as
anticipated or that such projects will be able to generate sufficient cash flows to service commitments
under the advances. We are also exposed to infrastructure projects that are still under construction and
are open to risks arising out of delay in execution, the failure of borrowers to execute projects on time,
delay in getting approvals from necessary authorities and breach of contractual obligations by
counterparties, all of which may adversely impact our projected cash flows. There can also be no
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assurance that these projects, once completed, will perform as anticipated. Risks arising out of a
recession in the economy and/or a delay in project implementation or commissioning could lead to a
rise in delinquency rates and, in turn, may materially and adversely affect our business, financial
condition and results of operations. See also “Selected Statistical Information — Residual Maturity
Profile”.

As of March 31, 2020, approximately 70% of our loan book (net of provision) is floating rate in nature
which allows us to reprice the loan on the back of deposit rate repricing. We, however, may not always
be in a position to pass on the increased rates to the borrowers which may result in a decline in net
interest income and could materially and adversely affect our business, financial condition and results
of operations.

Further, on September 4, 2019, the RBI introduced external benchmark-linked loans which was
brought into effect on October 1, 2019. This exposes the Bank to the basis risk of being unable to
manage the gaps arising on account of the repricing of assets and liabilities given the different
underlying pricing variables.

We face volatility in income generated from investments.

Our profit on sale of investments (net) comprised 3.94%, 2.19% and 5.94% of our total net income
(excluding the extraordinary income of AT | bond write down), which comprises net interest income
(interest earned less interest expended) plus other income for the fiscal years 2018, 2019 and 2020,
respectively. These figures include entering into trades for our own account, which exposes us to the
risk that we may lose money on these trades on account of corporate and Government securities held
by us in the regular course of business.

Our income from these treasury operations is subject to volatility due to, among other things, changes
in interest rates and foreign currency exchange rates as well as other market fluctuations. In addition,
there is risk on mark-to-market from downgrades and widening spreads. For example, an increase in
interest rates may have a negative impact on the value of certain investments such as Government
securities and corporate bonds. Although we have risk and operational controls and procedures in
place for our treasury operations, such as sensitivity limits, value at risk (“VVaR”) limits, position limits,
stop loss limits and exposure limits that are designed to mitigate the extent of such losses, there can be
no assurance that we will not lose money in the course of our proprietary trading on our fixed income
book held for trading and available for sale portfolio. Any such losses could adversely affect our
business, financial condition and results of operations.

We also have a primary dealership business which involves underwriting of government securities and
therefore subjects us to interest rate risk.

We are not in compliance with the terms of our primary dealership licence.

The terms of our primary dealership licence require us to be in compliance with the Master Direction —
Operational Guidelines for Primary Dealers dated July 1, 2016. The Master Direction requires the
Bank to, inter alia, maintain a Minimum Capital to Risk Weighted Assets Ratio (CRAR) of 9%, net
non-performing assets of less than 3% and a profit-making record for last three years. As of the date of
this Red Herring Prospectus, we are not in compliance with the foregoing terms. Any failure by our
Bank to comply with the terms of the primary dealership licence could result in penalties such as fines,
suspension, withdrawal or termination of the licence. Any failure to secure renewal, or loss, of our
primary dealership licence, would materially adversely affect our business, results of operations and/or
prospects.

Our financial performance may be materially and adversely affected by fluctuating interest rates.
Our results of operations depend, to a great extent, on our net interest income. Net interest income
(which comprises of interest earned deducted by interest expended) amounted to 59.38%, 67.73% and
65.74% (excluding gain on the write down of AT | bonds) of our total net income for the fiscal years
2018, 2019 and 2020, respectively, where total net income comprises the sum of our net interest
income and other income. We could be materially and adversely impacted by a rise in generally
prevailing interest rates on deposits, especially if the rise were sudden or sharp. If such a rise in interest
rates were to occur, our net interest margin could be adversely affected because the interest paid by us
on our deposits could increase at a higher rate than the interest received by us on our advances and
other investments. The requirement that we maintain a portion of our assets in fixed income
Government securities could also negatively impact our net interest income and net interest margin
because we typically earn interest on this portion of our assets at rates that are generally less favorable
than those typically received on other interest-earning assets.

Since the onset of the COVID-19 pandemic in early 2020, emerging markets have seen significant
capital outflows from both debt and equity markets, including India, which has impacted bond yields.
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At the same time, the Government and the Central Bank have taken several steps to minimize the
economic impact of the pandemic, including cutting statutory interest rates and providing additional
liquidity measures which have helped cool down interest rates. During the same time period, our 1-
year MCLR rates have been reduced from 9.70% on January 3, 2020 to 9.30% as effective from July 1,
2020. While this represents reduction in our asset yields, it is also indicative of reduction in our
incremental cost of funding as MCLR is a function of our funding mix and marginal cost of our
funding sources such as deposits and borrowings.

If the yield on our interest-earning assets does not increase at the same time or to the same extent as
our cost of funds, or if our cost of funds does not decline at the same time or to the same extent as the
decrease in the yield on our interest-earning assets, our net interest income and net interest margin
would be adversely impacted. Any systemic decline in low-cost funding available to banks in the form
of current and savings account deposits would adversely impact our net interest margin. In December
2015, the Reserve Bank of India released guidelines on the computation of lending rates based on the
marginal cost of funds methodology, which is applicable on incremental lending from April 1, 2016.
Further, on December 5, 2018, the RBI published a report recommending referencing floating rate
advances to certain external benchmarks which came into effect on October 1, 2019. This change in
the methodology for calculating the cost of funds may lead to lower lending rates, and more frequent
revisions in lending rates due to the prescribed monthly review of cost of funds. This may impact the
yield on our interest-earning assets, our net interest income and our net interest margin.

Interest rates are highly sensitive to factors beyond our control, including India’s GDP growth,
inflation, liquidity, the RBI’s monetary policies and domestic and international economic and political
conditions and other factors. Our cost of funding is interest-rate sensitive and our ability to pass along
any increase in interest rates depends on our borrowers’ ability and willingness to pay higher rates and
the competitive landscape in which we operate. Volatility and changes in interest rates could affect the
interest rates we charge on our interest-earning assets in a manner different from the interest rates we
pay on our interest-bearing liabilities because of the different maturity periods applying to our assets
and liabilities and also because liabilities generally re-price faster than assets. An increase in interest
rates applicable to our liabilities, without a corresponding increase in interest rates applicable to our
assets, will result in a decline in net interest income.

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 their advances with
us if they are able to switch to more competitively priced advances offered by other banks. In the event
of falling interest rates, we may face more challenges in retaining our customers if we are unable to
switch to more competitive rates as compared to other banks in the market. In addition, any volatility
or increase in interest rates may also adversely affect the rate of growth of certain sectors of the Indian
economy. All these factors may have a material adverse effect on our business and financial condition
and results of operations.

Our financial performance may be materially and adversely affected by our inability to generate and
sustain other income.

We generated commission, exchange and brokerage income of ¥42,070.72 million, *36,352.66 million
and %15,259.28 million for the fiscal years 2018, 2019 and 2020, respectively. This represents 32.28%,
25.09% and 8.14% of our total net income for the fiscal years 2018, 2019 and 2020, respectively.

We earn fee-based income from corporate banking and advisory services, which include origination
and syndication of loans, structured finance and loan processing fees, and are provided to large and
medium-sized companies. Our corporate banking activities are generally susceptible to sustained
adverse economic conditions in India or abroad. In fiscal year 2020, we witnessed a decrease in
corporate banking fees, which may record slower growth going forward. We have, in the past, made a
reversal of fees that were booked during the previous financial periods due the cancellation of a facility
by our customer. There can be no assurance that there will not be any such similar events that are
beyond our control in future, which may materially and adversely affect our business, financial
condition and results of operations. In addition, with effect from April 1, 2019, any upfront fees that
are collected are also subjected to amortization over the remaining period to maturity. Such
amortization will be reflected in our financial results for such future period.

We also earn fee-based income from our foreign exchange and treasury operations business, which
include origination and syndication of debt, management of foreign currency and interest rate exposure
of our corporate and business banking customers. As part of our foreign exchange and treasury
operations business, we may from time to time hold assets on our balance sheet which may subject us
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to market risk and credit risk. There can be no assurance that we will be able to sustain current levels
of income from, or effectively manage the risks associated with, these businesses in the future.

Further, as part of our growth strategy, we have been diversifying and expanding our product and
service offerings to retail customers in order to build a more balanced portfolio. New initiatives,
products and services entail a number of risks and challenges, including risks relating to execution, the
failure to identify new segments, the inability to attract customers and the inability to make
competitive offerings. If we are unable to successfully diversify our products and services while
managing the related risks and challenges, returns on such products and services may be less than
anticipated, which may materially and adversely affect our business, financial condition and results of
operations.

Indian banking regulation is extensive, and any change in regulations could materially affect our
business.

The banking and financial sector in India is highly regulated and extensively supervised by authorities
such as the RBI. Our business could be directly affected by any changes in laws, regulations and
policies for banks. For example, in October 2011, the RBI deregulated interest rates on savings bank
deposits, which resulted in certain banks increasing their interest rates, leading to increased
competition in this area. Further, we may be compelled to increase lending to certain sectors or
increase our cash reserve ratios and statutory liquidity ratios. We are also subject to regular financial
inspection by the RBI. In the event that we are unable to meet or adhere to the guidance or
requirements of the RBI, the RBI may impose strict enforcement of its observations on us, and we may
be subject to monetary fines and other penalties which may have an adverse effect on our business,
financial condition and results of operations.

For example, in connection with the divergences in asset classification for fiscal year ended March 31,
2016, the RBI issued a show cause notice to us on July 6, 2017, followed by a supplementary notice on
August 24, 2017, with respect to violations of various regulations issued by RBI, including for delayed
reporting of the information security incident involving our ATMs and non-compliance with directions
issued by RBI on the IRACP. Based on our replies and oral submissions at personal hearings before
RBI, the RBI had on October 23, 2017 imposed a monetary penalty of <60.00 million on us.. Further,
the RBI, by way of its order dated April 22, 2019 imposed a penalty of X1.13 million for certain non-
compliances under the Payment and Settlement Systems Act, 2007, Master Direction on Issuance and
Operation of Prepaid Payment Instruments dated October 11, 2017 (as amended and updated from
time to time) and circular on domestic money transfer relaxations dated October 5, 2011. The RBI also
passed an order on January 31, 2019 against our Bank and other banks, imposing a monetary penalty
of 210 million on our Bank for non-compliance with various directions issued by RBI on time-bound
implementation and strengthening of SWIFT-related operational controls. Accordingly, we have
implemented all of the control points and audits have also been conducted to review the
implementation of RBI prescribed control points. No deviation has been observed.

The laws and regulations governing the banking sector in India, including those governing the
products and services that we provide or propose to provide such as brokerage services, could change
in the future. Such changes may also affect foreign investment limits in the banking industry or our
ability to invest in certain businesses. Any such changes may require us to modify our business, which
may adversely affect our financial performance. We are also required to obtain approvals from the RBI
for undertaking certain activities. Failure to obtain such approvals may result in the incurrence of
substantial compliance and monitoring costs and restrict our growth or the viability of our businesses.
For instance, our applications for setting up an infrastructure debt fund as well as our application to set
up a financial technology subsidiary were rejected by the RBI. The RBI guidelines and provisions of
the Banking Regulation Act also restrict our ability to pay dividends. The RBI also requires banks to
maintain certain CRR and SLR, and increases in such requirements could affect our ability to extend
and expand credit. Any requirements by the RBI that specify changes in risk weighting and capital
adequacy may adversely affect our business, financial condition and results of operations. Further, any
action by any regulator to curb fund inflows into India could negatively affect our business.

Within the 40% Total Priority Sector requirement, the RBI specifies sub-allocation requirements,
including a minimum of 18.00% of the ANBC or equivalent credit amount of off-balance sheet
exposure, whichever is higher, to the agriculture sector (of which 8.00% is allocated to small and
marginal farmers), 7.50% of the ANBC or equivalent credit amount of off-balance sheet exposure,
whichever is higher, to micro enterprises and 10.00% of the ANBC or equivalent credit amount of off-
balance sheet exposure, whichever is higher, to weaker sections. In the case of any shortfall by us in
meeting lending requirements, we are required to place the difference between the required lending
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level and our actual priority sector lending in an account with the National Bank for Agriculture and
Rural Development under the Rural Infrastructure Development Fund Scheme, or funds with other
financial institutions specified by the RBI, from which we earn lower levels of interest as compared to
loans made to the priority sector. We are permitted to buy/sell priority sectors lending certificates
(“PSLC”) up to 50.00% of our previous year’s priority sectors lending (“PSL”) in lieu of directly
lending to the priority sectors. Further, banks in India are required to comply with priority sector
lending requirements on a quarterly basis which can also result in lower levels of interest income and
reduced profitability. Any requirements by the RBI that specify changes in priority sector lending may
adversely affect our business, financial condition and results of operations. The RBI had, in the past,
observed that we had failed to meet priority sector lending targets in certain financial years.

Further, the RBI is empowered to supersede any decision of the board of directors of a bank and
appoint an administrator to manage the bank for a period of up to 12 months. The RBI may exercise
such power where it is satisfied, in consultation with the Central Government, that it is in the public
interest to do so, to prevent the affairs of any bank from being conducted in a manner that is
detrimental to the interest of the depositors, or for securing the proper management of any bank.

In November 2012, the RBI published guidelines titled “Liquidity Risk Management by Banks” in
accordance with the Basel Committee on Banking Supervision’s document on “Principles for Sound
Liquidity Risk Management and Supervision”. These guidelines prescribe certain ratios to measure
liquidity risk and are designed to measure, among other things, the extent to which volatile money
supports a bank’s basic earning assets, the extent to which assets are funded through a stable deposit
base, the degree of illiquidity embedded in the balance sheet, and the extent of available liquid assets.
Banks are also required to adhere to certain prescribed limits to reduce the extent of concentration of
their liabilities.

In June 2014, the RBI issued guidelines in relation to Liquidity Coverage Ratio (“LCR”), liquidity risk
monitoring tools and LCR disclosure standards pursuant to the publication of the “Basel I1l: The
Liquidity Coverage Ratio and liquidity risk monitoring tools” in January 2013 and the “Liquidity
Coverage Ratio Disclosure Standards” in January 2014 by the Basel Committee on Banking
Supervision. The LCR is intended to ensure that banks maintain an adequate level of high-quality
liquid assets (“HQLAS”) to survive an acute stress scenario lasting for 30 days. Pursuant to the
guidelines, banks are required to maintain an LCR of 70.00%, 80.00%, 90.00%, 100.00% and
100.00% with effect from January 1, 2016, January 1, 2017, January 1, 2018, January 1, 2019 and
January 1, 2020 respectively. On April 17, 2020, RBI has reduced the LCR requirement of all
scheduled commercial banks from 100% to 80%. The LCR requirement will be increased in phases
with a target of 90% LCR by October 1, 2020 and 100% by April 1, 2021. Such requirement to
maintain HQLA has adversely affected our profitability and any increase in the requirement will
further adversely affect our profitability.

The increase in NPA as a consequence of additional slippages and increase in PCR has resulted in
higher provisioning and a loss in our results for fiscal year 2020. The aforesaid loss netted off from the
existing core capital has resulted in a CET | ratio of 6.3%, which is lower than the regulatory
requirement of 7.375% as at March 31, 2020. Our deposit base has seen a reduction from
%2,275,579.03 million as at March 31, 2019 to 31,053,111.68 million as at March 31, 2020. The delay
in capital raising triggered the downgrade of our various ratings. The cash outflows on account of the
above has resulted in our quarterly average LCR falling to 40.0% for the fiscal year ended March 31,
2020, which was lower than the regulatory requirement of 100% as of March 31, 2020. Since then, the
regulatory requirement has been lowered to 80%. Subsequent to March 31, 2020, our deposit base was
further reduced to %1,027,178.48 million and our LCR further fell to 34.8% as at May 2, 2020. We
provided for 3,344.38 million for the probable penalty on the breach of our SLR requirements during
fiscal year 2020.

In addition, the Bank was granted a short-term special liquidity facility on March 17, 2020 for 90 days
from the RBI to meet the demands of the depositors for repayment of deposits post the lifting of the
moratorium, which was repaid on June 15, 2020. The RBI granted the Bank a second 90-day special
liquidity facility till September 12, 2020. The liquidity facility is not repayable on demand.
Accordingly, as of the date of this Red Herring Prospectus, the Bank is not in breach of the regulatory
minimum LCR requirements. However, revocation or cancellation of this facility will have a material
impact on the Bank’s operations.

The RBI issued the guidelines on Net Stable Funding Ratio (“NSFR™) on May 17, 2018 with the
objective of ensuring that banks maintain a stable funding profile in relation to the composition of their
assets and off- balance sheet activities. The RBI has, by way of a circular dated November 29, 2018,
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decided that the NSFR guidelines shall come into effect from April 1, 2020. On March 27, 2020, the
RBI has notified that the NSFR guidelines shall come into effect from October 1, 2020. For
compliance with NSFR norms, the Bank may have to borrow long term to fund long-term assets
resulting in an increase in interest expense.

Any increase in regulatory scrutiny can also have a negative impact on our reputation with our
customers, and on the morale and performance of our employees, which could adversely affect our
business, financial condition and results of operations.

Compliance with regulations by the RBI including the new liquidity risk management guidelines may
result in the incurrence of substantial compliance and monitoring costs and restrict our growth or the
viability of certain businesses, and 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 or our business, operations and financial conditions. In the event that the Bank’s capital or
NNPA breaches the regulatory requirement, or the Bank reports persistent losses, the Bank may be
subject to stringent supervisory review and enforcement actions by the RBI. On April 13, 2017, the
RBI revised the Prompt Corrective Action (“PCA”) framework for banks. The new PCA framework
stipulated the thresholds for capital ratios, NNPAs, profitability, and leverage for banks. When the
PCA is triggered, the RBI would have a range of discretionary actions it can take to address the
outstanding issues. These discretionary actions include conducting special supervisory meetings,
reviews, inspections, and special audits of the bank, advising banks’ boards in relation to altering the
banks’ business strategy, review of capital planning, restricting staff expansion, imposing restrictions
on directors’ or management’s compensation, removing of managerial persons, and superseding the
board of directors. If we were to violate the RBI’s rules and regulations and the PCA is triggered, it
could materially and adversely affect our business, financial condition, results of operations, and cash
flows.

With the material uncertainty on capital infusion and the depletion of deposits, there can be no
assurance that we will be able to continue as a going concern. In addition, the breach of the regulatory
minimum capital ratio requirement may trigger PCA. We have also been in constant communication
with the RBI and the RBI has not imposed any fine for the regulatory breaches yet.

We may not be able to renew or maintain our statutory and regulatory permits and approvals
required to operate our business.

We have a license from the RBI which requires us to comply with certain terms and conditions for us
to continue our banking operations. In the event that we are unable to comply with any or all of these
terms and conditions, or seek waivers or extensions of time for complying with these terms and
conditions, it is possible that the RBI may revoke this license or may place stringent restrictions on our
operations. This may result in the interruption of all or some of our operations and may have a material
adverse effect on our business, financial condition, results and cash flow.

We also have other statutory licenses including a license from SEBI to act as a Category | merchant
banker, and a license from the Insurance Regulatory and Development Authority of India to act as an
agent to distribute life and general insurance products. Further, our branches are spread across various
states and are required to obtain registration certificates under the shops and establishments
legislations in the respective states. In some of these states, our branches are exempted from
registration as a matter of practice (which is at variance with the legislation). Further, the shops and
establishments registration of our branches located in Punjab was valid up to March 31, 2020. We have
not been able to seek renewal of the registration due to the lock-down imposed on account of COVID-
19. Therefore, some of our branches may be in breach of the shop and establishments legislations. For
details, see “Government and Other Approvals” beginning on page 492.

Failure to renew or maintain such statutory licenses or approvals or comply with applicable regulations
may result in the interruption of all or some of our operations, imposition of penalties and may have a
material adverse effect on our business, financial results and results of operation.

We are required to maintain cash reserve ratios (“CRRs”) and statutory liquidity ratios (“SLRs”).
Any increase in these requirements could adversely affect our business.

Under RBI regulations, we are subject to a CRR requirement. The CRR is a bank’s balance held in a
current account with the RBI calculated as a specified percentage of its net demand and time liabilities,
excluding interbank deposits. The CRR currently applicable to banks in India is 3.00% and banks do
not earn any interest on those reserves.

In addition, under the Banking Regulation Act, all banks operating in India are required to maintain an
SLR. The SLR is a specified percentage of a bank’s net demand and time liabilities by way of liquid
assets such as cash, gold or approved unencumbered securities. Approved unencumbered securities
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consist of unencumbered Government securities and other securities as may be approved from time to
time by the RBI and would earn lower levels of interest as compared to advances to customers or
investments made in other securities. In its Statement on Developmental and Regulatory Policies dated
December 5, 2018, as a part of a transition to comply with the LCR requirement of 100.00% by
January 1, 2019, the RBI reduced the SLR by 0.25% every calendar quarter from 19.50% of net
demand and time liabilities to 19.25% from January 5, 2019 and to 18% from April 11, 2020. For the
fiscal year 2020, all Government securities held by us comprised fixed income bonds. In an
environment of rising interest rates, the value of Government securities and other fixed income
securities may depreciate. Our large portfolio of Government securities may limit our ability to deploy
funds into higher yielding investments. Further, a decline in the valuation of our trading book as a
result of rising interest rates may adversely affect our financial condition and results of operations. As
a result of the statutory requirements imposed on us, we may be more structurally exposed to interest
rate risk as compared to banks in other countries. While our SLR as at March 31, 2020 satisfied the
regulatory requirement, we breached the regulatory minimum SLR during the fiscal year ended March
31, 2020. Subsequent to March 31, 2020, our deposit base was further reduced to ¥1,027,178.48
million and our LCR further fell to 34.8% as at May 2, 2020. We provided for X3,344.38 million for
the probable penalty on the breach of our SLR requirements during fiscal year 2020. We had also
breached the RBI mandated minimum Tier | ratio of 8.875% and CET | ratio of 7.735% with our Tier |
and CET | ratio of 6.5% and 6.3% as at March 31, 2020. This was further exacerbated by our decision
to enhance our PCR on our NPA loans over and above the RBI loan level provisioning requirements
on a prudent basis for the year ended March 31, 2020.

Further, the RBI may increase the CRR and SLR requirements to significantly higher proportions as a
monetary policy measure. Any increase in the CRR from the current levels could affect our ability to
deploy our funds or make investments, which could in turn have a negative impact on our results of
operations. If we are unable to meet the requirements of the RBI, the RBI may impose penal interest or
prohibit us from receiving any further fresh deposits, which may have a material adverse effect on our
business, financial condition and results of operations.

We are subject to capital adequacy norms and are required to maintain a CRAR at the minimum
level required by the RBI for domestic banks.

According to the terms and conditions of our banking license, the RBI requires us to maintain a
minimum CRAR of 10.875% (including capital conservation buffer). In addition, the RBI issued the
RBI Basel Il Capital Regulations on May 2, 2012 pursuant to the Bank for International Settlement’s
Basel Il international regulatory framework and was implemented on April 1, 2013. The RBI Basel 1l
Capital Regulations require, among other things, higher levels of Tier | capital and common equity,
capital conservation buffers, maintenance of a minimum prescribed leverage ratio on a quarterly basis,
higher deductions from common equity and Tier | capital for investments in subsidiaries and changes
in the structure of non-equity instruments eligible for inclusion in Tier | capital. The RBI Basel IlI
Capital Regulations also set out elements of regulatory capital and the scope of the capital adequacy
framework, including disclosure requirements of components of capital and risk coverage. The
transitional arrangements for the implementation of Basel Il capital regulations in India began on
April 1, 2013 and the guidelines are required to be fully implemented by September 30, 2020. In
accordance with the Basel 111 capital regulations, we are required to maintain a minimum CET | capital
ratio of 5.50%, a minimum Tier | CRAR of 7.00% and a capital conservation buffer of 1.875% of its
risk weighted assets.

As of March 31, 2020, our CRAR under the RBI Basel Il Capital Regulations was 8.5%, with a Tier |
capital adequacy ratio of 6.5%, a Tier Il capital adequacy ratio of 2.0% and CET | capital adequacy
ratio of 6.5%. Our CRAR under the RBI Basel 111 Capital Regulations as of March 31, 2018, 2019 and
2020 were 18.4%, 16.5% and 8.5% with a Tier | capital adequacy ratio of 13.2%, 11.3% and 6.5%, a
Tier Il capital adequacy ratio of 5.2%, 5.2% and 2.0% and CET I capital adequacy ratio of 9.7%, 8.4%
and 6.5%, respectively. The Bank in breach of regulatory requirements of RBI regarding maintaining
the minimum CET | and Tier | capital ratios (including CCB) which indicates the position of capital
adequacy of a bank. The breach is primarily on account of the increase in the provision for advances
during the year ended March 31, 2020 as the Bank has decided, on a prudent basis, to enhance its
provision coverage ratio on its non-performing asset (NPA) loans over and above minimum RBI loan
level provisioning. Notwithstanding the write back of the AT I bonds on 14 March 2020, the Bank was
in breach of its Tier | capital ratio as at March 31, 2020.

We are exposed to the risk of the RBI increasing the applicable risk weight for different asset classes
from time to time. In addition, with the approval of the RBI, banks in India may migrate to advanced
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approaches for calculating risk-based capital requirements in the medium term. If we fail to meet
capital adequacy requirements, the RBI may take certain actions, including restricting our lending and
investment activities, and the payment of dividends by us.
Further, continued compliance requirements with Basel Il or other capital adequacy requirements
imposed by the RBI may result in the incurrence of substantial compliance and monitoring costs.
Moreover, if the Basel Committee releases additional or more stringent guidance on capital adequacy
norms which are given the effect of law in India in the future, we may be forced to raise or maintain
additional capital in a manner which could materially adversely affect our business, financial condition
and results of operations. 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 have a material adverse
effect on our business, financial condition and results of operations.

The objects of the Offer have not been appraised by any bank or financial institution and the

deployment of the proceeds is at our discretion and is not subject to monitoring by any independent

agency.

The objects of the Offer have not been appraised by any bank or financial institution. Further, as we

are a bank, in accordance with the SEBI ICDR Regulations, we are not required to appoint a

monitoring agency. Hence, deployment of the proceeds will be at our discretion, as disclosed on page

119 of this Red Herring Prospectus. As a result, we cannot assure you that we will be able to monitor

the deployment of the proceeds in a manner similar to if we had appointed a monitoring agency.

Our business and financial performance are dependent on maintaining a successful branch

network.

As part of our growth strategy, our transaction banking group has been identified as a key area of

growth. We will continue to invest resources to diversify our corporate, MSME and retail banking

portfolio, with a focus on the retail and SME business segments. As a result, we have increased our

branch network from 1,100 branches as of March 31, 2018 to 1,135 branches as of March 31, 2020.

The expansion and effectiveness of our retail banking business is dependent on our branch network.

Pursuant to changes in the RBI’s licensing requirements, banks have general permission to open

branches in Tier 1 to Tier 6 cities without obtaining prior licensing approval from the RBI, unless

specifically restricted.

Banks are required to open 25% of their proposed branches during a particular year in unbanked rural

(Tier 5 and Tier 6) centres. The opening of branches is subject to the delays and risks associated with

obtaining suitable real estate in appropriate locations and setting up relevant infrastructure, including

fitting-out premises. Our inability to optimize the operating performance of existing branches may
materially and adversely affect our branch banking business and consequently our business, financial
condition and results of operations.

We face challenges in developing new products and services.

As part of our growth strategy, we have been diversifying and expanding our products and services for

retail and micro, small and medium-sized enterprises (MSMES) to include retail asset products,

prepaid cards, travel cards, gold distribution and a remittance platform. In addition, we have expanded

our network into semi-urban and rural areas. Such new initiatives and products and services entail a

number of risks and challenges, including but not limited to the following:

° cost overhead including start-up expenditure;

. insufficient knowledge of and expertise applicable to the new businesses, which may differ
from those required in our current operations, including management skills, risk management
procedures, guidelines and systems, credit appraisal, monitoring and recovery systems;
lower growth or profitability potential than we anticipate;
failure to identify new segments and offer attractive new products and services in a timely
fashion, putting us at a disadvantage to our competitors;

° competition from similar offerings or products and services by our competitors in the banking
and non- banking financial services sectors;

° inability to attract customers from our competitors in our new businesses, as they may have
substantially greater experience and resources in such businesses;

. failure to appropriately value collateral, including property and infrastructure assets, in order to

lend on a secured basis;

failure to attain requisite approvals from any regulatory authority;

failure to accurately determine and monitor the creditworthiness of borrowers in our newer
businesses and increases in the rate of defaults, including in our unsecured loans businesses;
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. changes in regulations or Government policies that may restrict or cap the interest rates or fees
and commissions that we may charge customers in any of our new businesses or compel
changes to our business models that threaten the viability of our businesses;

. any negative publicity arising due to regulatory or other actions against third parties with whom
we are associated and over whom we have no control;
° inability to enhance our risk management, internal controls and information technology systems

to support a broader range of products and services, a higher scale of operations and an
increased retail customer base;

. inability to attract and retain personnel who are able to implement, supervise and conduct the
new business activities on commercially reasonable terms; and
. inability to respond promptly to new technology developments and be in a position to dedicate

resources to upgrade our systems and compete with new players entering the market.
Even if we are able to successfully diversify our products and services while managing the associated
risks and challenges, our returns on such products and services may be less than anticipated. In
addition, if our competitors are able to better anticipate the needs of customers within our target
market, our market share could decrease.
There will also be increased expenditure as a result of our strategy to expand into new geographies,
including those planned for our branch network expansion, and newer businesses, such as retail assets,
where our brand is not well known in the market. There is no assurance that we will be able to increase
awareness of our brand and even if we are successful in our branding efforts, such efforts may not be
cost-effective. If we are unable to maintain or increase awareness of or otherwise enhance our brand in
a cost-effective manner, this could negatively impact our ability to expand our business or compete
effectively, which may materially and adversely affect our business, financial condition and results of
operations.
We are vulnerable to deterioration in the performance of any industry sector in which we have
significant exposure.
We calculate customer and sector exposure, as required by the RBI. The Bank’s exposure to corporate
borrowers is dispersed throughout industry sectors, the most significant sectors include construction,
electricity (generation/transmission and distribution), iron and steel, social and commercial
infrastructure, gems and jewellery, telecommunication, vehicle parts and transport equipment and
vehicles, which represented 9.75%, 5.44%, 3.10%, 1.93%, 1.00%, 2.82% and 2.13%, respectively, of
our outstanding total balances as of March 31, 2020. Further to our exposures, see “Our Business —
Asset Quality and Composition” on page 208.
We also have exposure in the real estate sector, including through home loans, loan against property,
lease rental discounting, and loans to developers and commercial real estate loans which are
particularly vulnerable to completion risk. Accordingly, we are exposed to the effects of volatility in
real estate prices. Any sudden or sharp movement in housing or commercial real estate prices may
adversely affect the demand and the quality of our portfolio which may have an adverse impact on our
business and growth strategy. Any adverse impact on the real estate sector due to changing regulations
may diminish the value of our collateral which may affect our business, cash flows and results of
operations in the event of a default in repayment by borrowers. Also, if any of the projects which form
part of our collateral are stalled for any reason for any length of time, the same may affect our ability
to enforce its security, thereby effectively diminishing the value of such security.
Despite monitoring our level of exposure to sectors and borrowers, any significant deterioration in the
performance of a particular sector driven by events not within our control, such as natural calamities,
regulatory action or policy announcements by central or state government authorities, or a slowdown
in a particular sector, would adversely impact the ability of borrowers within that industry to service
their debt obligations to it. As a result, we would experience increased delinquency risk which may
have a material adverse effect on our business, financial condition, results of operations and cash flow.
Any decrease in the value of the collateral securing our advances to borrowers or our inability to
foreclose on collateral in the event of default may result in a failure to recover the expected value of
the collateral.
As of March 31, 2020, 75.89% of our advances were secured by tangible assets, including advances
secured by fixed deposits and book debts and 0.16% of our advances were secured by
Bank/Government Guarantees; in addition, for 2.20% of our advances, security creation was in
progress as of the same date. In certain cases, we obtain security by way of a first or second charge on
fixed assets, such as real property, moveable assets, and financial assets, such as marketable securities,
corporate guarantees and personal guarantees. In addition, project advances or long-term advances to
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corporate customers are secured by a charge on fixed assets and other security. The value of the
collateral securing our loans may significantly fluctuate or decline due to factors beyond our control.
Any decrease in the realizable value of collateral at the time of recovery will have an adverse impact
on the amounts we recover.

In India, foreclosure on collateral generally requires filing a suit or an application in a court or tribunal.
Although special tribunals have been set up for expeditious recovery of debts due to banks, any
proceedings brought may be subject to delays and administrative requirements that may result in, or be
accompanied by, a decrease in the value of the collateral. The SARFAESI Act and the Recovery of
Debts Due to Banks and Financial Institutions Act 1993, as amended, have strengthened the ability of
lenders to recover NPAs by granting them greater rights to enforce security and recover amounts owed
from secured borrowers. However, there can be no assurance that this legislation will have a favorable
impact on our efforts to recover NPAs as the full effect of such legislation is yet to be determined in
practice. Any failure to recover the expected value of collateral would expose us to potential loss.

The Prudential Framework for Resolution of Stressed Assets (the “Revised Framework”) introduced
by the RBI on June 7, 2019 requires banks to put in place a board approved policy for resolution of
stressed assets where banks are required to, within a period of 30 days from the date of occurrence of a
default (“Review Period”), review the account of the borrower and determine a strategy for
implementing a resolution plan or choose to initiate legal proceedings or recovery. The resolution plan
is to be implemented within 180 days from the end of the Review Period. Depending on the aggregate
exposure (including fund based and non-fund based) of the borrower towards the lender, the Review
Period is required to commence on the dates as mentioned in the Revised Framework. In light of
COVID-19, in respect of accounts which were within the Review Period as on March 1, 2020, the
period from March 1, 2020 to August 31, 2020 shall be excluded from the calculation of the 30-day
timeline for the Review Period. With the aim to alleviate the lingering impact of COVID-19 on
businesses and financial institutions in India, RBI has further extended the resolution timelines.

The Insolvency and Bankruptcy Code enacted in 2016 provides for a time-bound mechanism to
resolve stressed assets. While the Insolvency and Bankruptcy Code was enacted to provide an efficient
method for recovery of stressed assets, the process of resolution of accounts referred under the
Insolvency and Bankruptcy Code is still evolving, with periodic amendments being incorporated in the
framework through both legislation and judicial decisions. This could delay the resolution of accounts
that have been referred. Should the resolution of accounts not be achieved, the borrowers will go into
liquidation, and the market value of the collateral may come down thus impacting the recovery of dues
by lenders. Any significant changes to the resolution process under the Insolvency and Bankruptcy
Code may also affect investors’ confidence in the Indian financial banking sector. In light of COVID-
19, the Government of India has declared that there will be no fresh additions under the IBC code for
one year and this may affect the recoveries for the Bank.

While the SARFAESI Act in 2002 granted lenders greater rights to enforce security and recover
amounts owed from secured borrowers, without the intervention of the court or tribunal, the legislation
affirmed the right of a defaulting borrower to appeal to the Debt Recovery Tribunal (“DRT”). The
SARFAESI has been recently amended and the key amendments include: (a) Debenture Trustees
registered with SEBI have now been included in the definition of ‘secured creditor’, and can take
enforcement action under Section 13 of the SARFAESI, as the remedies under SARFAESI have been
extended to apply to listed debt securities. The scope of SARFAESI has been widened to include hire
purchase, financial leasing and conditional sale transactions; (b) the process of taking possession over
collateral against which a loan has been provided by a secured creditor, with the assistance of the Chief
Metropolitan Magistrate or District Magistrate, has been made time-bound, requiring an order to be
passed within 30 days from the date of the application by the secured creditor; and (c) amendments in
relation to registration of security interest have been introduced, including inter alia setting up of a
central database to integrate records of security registered under various registration systems.

The DRT has the power to issue a stay order prohibiting lenders from selling the assets of a defaulted
borrower. As a result, there can be no assurance that any foreclosure proceedings would not be stayed
by the DRT. In addition, there is also no assurance that the Insolvency and Bankruptcy Code will
continue to have a favourable impact on our efforts to resolve NPAs.

In addition, we may not be able to realise the full value of the collateral as a result of, among other
factors:

. defects or deficiencies in the perfection of collateral (including obtaining required approvals
from third parties);
. fraud by borrowers;
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. depreciation in the value of the collateral, illiquid market for the disposal of and volatility in the
market prices of the collateral; and
. current legislative provisions or changes thereto and future judicial pronouncements.
There can be no assurance that our Bank will be able to realise our collateral fully or at all and we may
be compelled to restructure our loans. Our ability to realise the value of our collateral may also be
exacerbated due to the impact of COVID-19. A failure to recover the expected value of collateral
security could expose us to a potential loss and could have a material adverse effect on our business,
financial condition, results of operations and cash flow.
The level of restructured advances in our portfolio may increase and the failure of such
restructured advances to perform as expected could affect our business, financial condition and
results of operations.
Our standard assets include total outstanding standard restructured advances. Our total outstanding
standard restructured advances, including the former SDR, S4A and 5:25 schemes, amounted to
¥1,716.80 million, or 0.09% of gross advances, as of March 31, 2020 and 3,376.49 million, ¥2,079.87
million or 0.16%, 0.08% as of March 31, 2018, 2019 respectively. The quality of our long-term project
finance loan portfolio could be adversely impacted by several factors. Economic and project
implementation challenges, in India and overseas, could result in additions to restructured advances
and we may not be able to control or reduce the level of restructured advances in our project and
corporate finance portfolio.
The RBI has, through the Revised Framework, pursuant to which existing guidelines and schemes for
debt resolution such as revitalising distressed assets, CDR, flexible structuring of existing long-term
project loans, SDR, change in ownership outside SDR, and S4A have been withdrawn. In addition, the
guidelines/framework for joint lenders’ forum has also been discontinued. According to the Revised
Framework, the lenders must identify incipient stress in loan accounts immediately on default by
classifying stressed assets as special mention account. Under the Revised Framework, banks are
required to put in place a board approved policy for resolution of stressed assets. Upon the occurrence
of a default, banks are required to within the Review Period, review the account of the borrower and
determine a strategy for implementing a resolution plan or choose to initiate legal proceedings or
recovery. Depending on the aggregate exposure (including fund based and non-fund based) of the
borrower towards the lender, the Review Period is required to commence on such dates as mentioned
in the Revised Framework. However, with the aim to alleviate the lingering impact of COVID-19 on
businesses and financial institutions in India, RBI has currently extended the resolution timelines.
The combination of changes in regulations regarding restructured advances, provisioning, and any
substantial increase in the level of restructured assets and the failure of these structured advances to
perform as expected could adversely affect our business and future financial performance.
We are exposed to fluctuations in foreign exchange rates.
As a financial intermediary, we are exposed to exchange rate risk in our foreign exchange transactions
and related derivative transactions. As of March 31, 2018, 2019 and 2020, our credit exposure on
account of outstanding gross forward exchange contracts amounted to %93,577.45 million,
%101,707.60 million and %57,079.44 million, respectively. Further, as of March 31, 2020, our
borrowings outside India were X130,949.56 million, which constituted 5.08% of our total liabilities,
thereby resulting in foreign currency risk in respect of our ability to service such debt. We hedge these
liabilities to mitigate the impact of fluctuations in foreign currency rates. However, we may maintain
unhedged foreign currency exposure up to the net overnight open position limit (“NOOPL”) that is
exposed to foreign currency rate fluctuations. We have in the past breached our approved NOOPL.
There is no assurance we may not breach our approved NOOPL in future which may expose us to
further fluctuations in foreign exchange rates and/or subject us to RBI scrutiny. Further, hedged
exposures where the relevant counterparty fails to perform their obligations are also exposed to foreign
currency fluctuations. Volatility in foreign exchange rates may be further accentuated due to other
global and domestic macroeconomic developments. Adverse movements in foreign exchange rates
may also affect our borrowers negatively, which may in turn affect the quality of our exposure to these
borrowers. Volatility in foreign exchange rates may materially and adversely affect our business,
financial condition and results of operations.
We operate in a highly competitive environment and our ability to grow depends on our ability to
compete effectively. The grant of new banking licenses to private sector entities may materially and
adversely affect our business, financial condition and results of operations.
The Indian banking industry is highly competitive. We face strong competition in all our lines of
business from much larger Indian and foreign commercial banks, non-banking financial companies,
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insurance companies, mutual funds, financial service firms and other entities operating in the Indian
financial sector. We compete directly with large Government-controlled public sector banks, major
private sector banks and foreign banks with branches in India. As of March 31, 2020, there were 86
scheduled commercial banks in India, including 18 public sector banks, 22 private sector banks
(including the Bank) and 46 foreign banks with branches in India.

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. Mergers
among public sector banks may result in enhanced competitive strengths in pricing and delivery
channels for the merged entities. Further, a number of the private sector banks in India have a larger
customer base and greater financial resources than us, giving them a substantial advantage by enabling
economies of scale and improving organizational efficiencies.

The RBI has liberalized the licensing regime and intends to issue licenses on an ongoing basis, subject
to the RBI’s qualification criteria. The RBI has also released guidelines with respect to a continuous
licensing policy for universal banks in August 2016. As of March 31, 2020, seven payment banks have
commenced operations. Any such existing or new competitor banks could have a substantial advantage
over us in enabling economies of scale, such as in purchasing technology and other capabilities,
improving organizational efficiencies, marketing and promotion and pricing, as well as more
developed bases of consumer financing customers.

We also compete with foreign banks with operations in India. These competitors include a number of
large multinational banks and financial institutions as well as non-banking financial companies and
housing finance companies. In November 2013, the RBI released a framework for the setting up of
wholly-owned subsidiaries in India by foreign banks. The framework encourages foreign banks to
establish a presence in India by granting rights similar to those received by Indian banks, subject to
certain restrictions and safeguards. Under the current framework, wholly-owned subsidiaries of foreign
banks are allowed to raise Rupee resources through issue of non-equity capital instruments. Further,
wholly-owned subsidiaries of foreign banks may be allowed to open branches in Tier 1 to Tier 6
centres (except at a few locations considered sensitive on security considerations) without having the
need for prior permission from the RBI in each case, subject to certain reporting requirements.

Further, technology innovations in mobilization and digitization of financial services require banks to
continuously develop new and simplified models for offering banking products and services. This
could increase competitive pressures on banks, including us, to adapt to new operating models and
upgrade back- end infrastructure on an ongoing basis. There is no assurance that we will be able to
continue to respond promptly to new technology developments, and be in a position to dedicate
resources to upgrade our systems and compete with new players entering the market. Please see “Risk
Factors — We rely extensively on our information technology systems and the telecommunications
network in India which require significant investment and expenditure for regular maintenance,
upgrades and improvements” on page 61.

In addition, we may face attrition and difficulties in hiring at senior management and other levels of
appropriate skill and expertise due to competition from existing Indian and foreign banks, as well as
new banks entering the market. Due to such intense competition, we may be unable to execute our
growth strategy successfully and offer competitive products and services that generate reasonable
returns, reduce our currently high operating costs and retain our competitive advantage, which could
negatively impact our profit margins and materially and adversely affect our business and financial
results.

All of the foregoing factors may result in a material adverse effect on our business, financial condition
and results of operations.

New payment banks and certain financial technology companies are being granted licenses to conduct
business as small finance banks and payment banks. With the new entrants in the payment space, the
competition in the payments landscape is likely to increase. If we are unable to sustain our technology
investments or if there is any increased competition within the payment space, there may be a material
adverse effect on our business, financial condition and results of operations.

In addition, new entrants into the financial services industry, including companies in the financial
technology sector, may further intensify competition in the business environments, especially in the
digital business environment, in which we operate. As a result, we may be forced to adapt our business
to compete more effectively. There can be no assurance that we will be able to respond effectively to
current or future competition or that the technological investments we make in response to such
competition will be successful. Due to competitive pressures, we may be unable to successfully
execute our growth strategy and offer products and services (whether current or new offerings) at
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reasonable returns and this may adversely impact our business. If we are unable to retain and attract
new customers, our revenue and net profits will decline, which could materially adversely affect our
financial condition.

Regulations in India require us to extend a minimum level of advances to certain sectors, including
agriculture. These may subject us to higher delinquency rates, impacting our business and the
market price of our Equity Shares. Our inability to comply with Indian priority sector lending
requirements may require it to invest in funds with a lower return than it would otherwise obtain in
the market, thereby impacting our profitability.

The RBI mandates all banks that are operating in India to direct a certain portion of their lending to
specified “Priority Sectors” such as agriculture, MSEs, housing and education, and has specified a
target for domestic banks as a percentage of their previous fiscal year’s ANBC. RBI regulations
specify that priority sector requirements should be met on the basis of the credit equivalent of off-
balance sheet exposure rather than ANBC, if such off-balance sheet exposure by a bank is higher than
its ANBC. For the fiscal years 2018, 2019 and 2020, our priority sector lending accounted for 39.47%,
40.26% and 31.42% of our ANBC, respectively. These percentages comprise our direct lending to
priority sectors and the purchase of PSLCs in lieu of the lending, as permitted by the RBI. In the case
of any shortfall by us in meeting priority sector lending requirements, we would subsequently be
required to place the difference between the required lending level and our actual priority sector
lending in an account with the National Bank for Agriculture and Rural Development under the Rural
Infrastructure Development Fund Scheme, or with other financial institutions specified by the RBI,
from which we would earn lower levels of interest compared to advances made to the priority sector.
We had recorded shortfall in overall PSL targets and certain sub-sections. We placed an aggregate
Z71.25 hillion in fiscal year 2020 with the following institutions on account of the shortfall: NABARD
(%46.35 billion), SIDBI (%23.28 billion), National Housing Bank (0.54 billion) and Mudra (X1.08
billion).

Further, subsequent deposits placed by banks on account of non-achievement of priority sector lending
targets or sub-targets are not eligible for classification as indirect finance to agriculture or MSEs, as
the case may be. Moreover, the RBI is required to take into account any shortfall in meeting specific
priority sector lending targets, at the time of granting any approvals sought by a bank, from time to
time. Such circumstances could materially and adversely affect our business, financial condition and
results of operations.

Any change in RBI regulations may require us to increase our lending to relatively higher risk
segments, which may result in an increase in our NPAs under our directed lending portfolio. Any
increase in our direct lending to certain sectors will result in an increase in our exposure to the
payment risks inherent in such sectors, which could materially and adversely impact our business,
financial condition and results of operations. Any requirements by the RBI that specify changes in
priority sector lending may adversely affect our business, financial condition and results of operations.
In addition to the PSL requirements, the RBI encouraged banks in India to have a financial inclusion
plan for expanding banking services to rural and unbanked centres and to customers who currently do
not have access to banking services. The expansion into these markets involves significant investments
and recurring costs. The profitability of these operations depends on our ability to generate business
volumes in these centres and from these customers. Future changes by the RBI in the directed lending
norms may result in our inability to meet the PSL requirements as well as require us to increase our
lending to relatively more risky segments and may result in an increase in non-performing loans.

We rely on accuracy and completeness of information about customers and counterparties and such
information can be inaccurate or materially misleading.

We rely on accuracy and completeness of information about customers and counterparties while
carrying out transactions with them or on their behalf. We may also rely on representations as to the
accuracy and completeness of such information. For example, we may rely on reports of independent
auditors with respect to financial statements, and decide to extend credit based on the assumption that
the 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
the customer. Our financial condition and results of operations could be negatively impacted by such
reliance on information that is inaccurate or materially misleading. This may affect the quality of
information available to it 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.
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Any significant disruption in or unauthorized access to our computer systems or those of third
parties that we utilize in our operations, including those relating to cybersecurity or arising from
cyber-attacks, could result in a loss or degradation of service, unauthorized disclosure of data,
which could adversely impact our business.

Our reputation and ability to attract, retain and serve our consumers is dependent upon the reliable
performance and security of our computer systems and those of third parties that we utilize in our
operations. These systems may be subject to damage or interruption from earthquakes, adverse
weather conditions, other natural disasters, terrorist attacks, power loss, telecommunications failures,
and cybersecurity risks. Interruptions or malfunctions (including those due to equipment damage,
power outages, computer viruses and a range of other hardware, software and network problems) in
these systems, or with the internet in general, could make our service unavailable or degraded or
otherwise hinder our ability to deliver streaming content. Service interruptions, errors in our software
or the unavailability of computer systems used in our operations could diminish the overall
attractiveness of our service to existing and potential subscribers. Our computer systems and those of
third parties we use in our operations are vulnerable to cybersecurity risks, including cyber-attacks,
both from state-sponsored and individual activity, such as computer viruses, denial of service attacks,
physical or electronic break-ins and similar disruptions. These systems periodically experience
directed attacks intended to lead to interruptions and delays in our service and operations as well as
loss, misuse or theft of data or intellectual property. Any attempt by hackers to obtain our data, disrupt
our service, or otherwise access our systems, or those of third parties we use, if successful, could harm
our business, be expensive to remedy and damage our reputation.

We have devoted and will continue to devote significant resources to the security of our computer
systems; however, we cannot guarantee that we will not experience such malfunctions, attacks or
interruptions in the future. A significant or large-scale malfunction, attack or interruption of one or
more of our computer or database systems could adversely affect our ability to keep our operations
running efficiently.

Any shift in focus of our existing corporate strategy may not be successful and may have an adverse
effect on our business, reputation, financial condition and results of operation.

In light of the changing macroeconomic landscape which is increasingly competitive, we have recently
adopted a change in focus of our corporate strategy that seeks to generate long-term value for our
customers, employees, investors and the community. Our transaction banking group has been
identified as a key area of growth as we continue to expand our retail and SME business segments. We
have also shifted from an asset-led operating model to a liability-led operating model, which will allow
us to reduce operating costs and carefully consider any asset growth opportunities. There can be no
assurance that we will be able to scale our liability franchise at the same rate as our asset growth,
which may result in higher cost of borrowing. While these strategies are implemented to ensure that
we remain well-positioned to ride on the economic trends to deliver sustainable business growth, we
may see lower profitability in the short term during the transition phase. There can also be no
assurance that we will be able to achieve the aims of our growth strategies as the success of our plans
are also dependent on factors such as regulatory and economic conditions, some of which are beyond
our control. For example, one of our growth strategies involves the funding of our loans and advances
through deposits. There can be no assurance that we will generate enough deposits to meet our funding
requirements, which could have a material adverse effect on our operations and performance.

In addition, these strategies are also dependent on the continued employment and services of our senior
management team which continues to provide the strategic direction for our growth. In the event that
there are any changes to our senior management team, we may not be able to continue to successfully
implement these strategies, which could have a material adverse effect on our operations and
performance.

Decentralization of decision making may create several operational, reputational and regulatory
risks

At present, most of our core functions such as credit approval and risk management are handled
centrally at our head office. As we expand geographically and across a wider range of business
segments, our decision-making process may become increasingly de-centralized. There could be delay
in making key decisions and this may lead to operational and reputational risks such as frauds. In
addition, this could lead to diversification in risk management which may also increase our regulatory
risks.

59



56.

57.

58.

59.

We have purchased/sold securitised pools of retail assets and any deterioration of a pool’s
performance may adversely impact our financial performance.

We have purchased/sold securitised pools of retail assets, which are mostly credit enhanced and have
been rated by external rating agencies using pre-selection criteria. Any deterioration in the quality of
these pools could trigger an increase in our provisioning requirements and thus may materially and
adversely affect our business, financial condition and results of operations.

We could be adversely affected by the inability of our vendors to perform their contractual
obligations.

Where necessary, work may be outsourced to third parties who have expertise in the relevant area of
our operations. In selecting its partners, we will take into account the specific expertise and
competencies required for the project in question and the experience, historical track record and
financial standing of the partners concerned. However, there can be no assurance that there will be no
disruption in the services provided by our vendors, which may have an adverse effect on our business,
reputation, financial condition and results of operation.

For example, we are dependent on various vendors for certain non-core elements of our operations
including implementing IT infrastructure and hardware, branch roll-outs, managing our data center,
and back-up support for disaster recovery. Further, as part of our recent expansion into retail products
we have also outsourced certain activities, including the installation and management of our ATMs.
Generally, we have agreements with only one or two service providers for each outsourced activity and
such agreements are typically non- exclusive and short term. However, if such agreements are
terminated or not renewed or replaced in a timely manner, this may result in a disruption of our
operations. Further, non-compliance of applicable laws by such vendors may put us at risk of potential
legal liability. Failure to perform any of these functions by our vendors or service providers may
materially and adversely affect our business, financial condition and results of operations.

If we are unable to obtain, renew or maintain advantageous third party relationships, it may have a
material adverse effect on our business, financial condition and results of operations.

We have enjoyed competitive advantage due to some marquee relationships that the bank has fostered.
For example, the volume of transactions through our Unified Payment Interface (“UPI”), has grown by
eight times in fiscal year 2020 as compared to fiscal year 2019. For fiscal year 2020, we have
processed 4.51 billion transactions, 3.19 billion peer-to-peer transactions and 1.32 billion merchant
transactions. It was also consistently ranked first in merchant transactions with a market share of 36%
as of March 31, 2020. While we have, in the past, maintained our market share through our partnership
with a leading third-party payment application, there can be no assurance that our competitors will not
procure similar partnerships or that we are able to maintain such third-party partnerships, which may
have an adverse effect on our business, reputation, financial condition and results of operation. The
moratorium imposed by the RBI has created challenges in our relationships with our third-party
vendors with certain vendors moving to competing banks. When the moratorium was lifted, the Bank
was able to resume relationships with the vendors. However, there is no guarantee that such challenges
will not arise in the future.

We may not be able to effectively manage the growth of our retail asset portfolio and maintain the
quality of our retail loan portfolio.

Our net retail asset portfolio has experienced significant growth in recent years. Total retail advances
grew from 248,319.18 million as at March 31, 2018 to I403,045.58 million as at March 31, 2019, to
%407,549.38 million as at March 31, 2020. For fiscal year 2020, our retail portfolio gross NPA
increased to 1.23% while for the fiscal years 2018 and 2019, gross NPA stood at 0.51% and 0.42%,
respectively. In addition, our current growth strategy contemplates further growth in its retail asset
portfolio. Our Bank’s failure to effectively manage the recent or future growth of our retail portfolio
and maintain the quality of our retail loan portfolio could adversely affect our business, financial
condition and results of operation. Competition in the retail segment is intense and our ability to
effectively compete in this segment will depend, in part, on our ability to offer a diverse product mix
and expand its distribution capabilities. Although India has a credit bureau industry and we review
credit history reports whenever they are available from credit bureaus, adequate information regarding
loan servicing histories, particularly in respect of individuals and small businesses, is limited. As a
result, our credit risk exposure is higher compared with banks operating in more developed markets. In
addition, the economy in India is largely cash based, making it difficult for us to monitor the credit of
our retail customers, who frequently do not maintain formal financial records. Furthermore, retail loans
may carry a higher risk for delinquency if there is an increase in unemployment, prolonged
recessionary conditions or a sharp rise in interest rates. As a result, we are exposed to higher credit risk
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in the retail segments as compared to banks in more developed markets. If our screening process
proves to be inadequate, we may experience an increase in impaired loans and we may be required to
increase our provision for defaulted loans. If we are unable to maintain the quality of our retail loan
portfolio as we grow our retail business, our NPAs may increase, which could materially and adversely
affect our business, financial condition and results of operation.

Our unsecured loan portfolio is not supported by any collateral, and in the event of non-payment by
a borrower of one of these loans, we may not be able to collect the unpaid balance.

We offer unsecured personal loans and credit cards to the retail customer segment, including salaried
individuals and self-employed professionals, and unsecured loans to small businesses and individual
businessmen. In fiscal years 2018, 2019 and 2020, we offered %32.07 billion, ¥51.09 billion, and
%60.86 billion respectively, of such above, which represented 1.58%, 2.12% and 3.55% of our net
advances in those periods, respectively.

Such unsecured loans are a greater credit risk for us than our secured loan portfolio because they may
not be supported by realizable collateral that could help ensure the bank adequate source of repayment
for the loan. Although we adopt various risk mitigation measures, including obtaining post-dated
cheques from our customers for our unsecured loan products, we may not be able to collect in part or
at all in the event of non- payment by a borrower. Further, any expansion in our unsecured loan
portfolio could require us to increase our provision for credit losses, which would decrease our
earnings.

Our risk management policies and procedures may not adequately address unidentified or
unanticipated risks.

We have devoted significant resources to develop our risk management policies and procedures and
aim to continue to do so in the future. Despite this, our policies and procedures to identify, monitor and
manage risks may not be fully effective. Some of our methods of managing risks are based upon the
use of observed historical market behaviour. 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 will be unable 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, such as retail banking. An inability to develop
and implement effective risk management policies may materially and adversely affect our business,
financial condition and results of operations.

We rely extensively on our information technology systems and the telecommunications network in
India, which require significant investment and expenditure for regular maintenance, upgrades and
improvements.

Our information technology systems are a critical part of our business that help us manage, among
other things, our risk management, deposit servicing and loan origination functions, as well as our
increasing portfolio of products and services. We are heavily reliant on our technology systems in
connection with financial controls, risk management and transaction processing. In addition, our
delivery channels include ATMs, a call centre and the internet. Our offline and online business channel
networks are dependent on a dense, comprehensive telecommunications network in India. While
deregulation and liberalization of telecommunications laws have prompted the steady improvement in
local and long-distance telephone services, telephone network coverage and accessibility is still
intermittent in many parts of India. Failure by the Indian telecommunications industry to improve
network coverage to meet the demands of the rapidly growing economy may affect our ability to
expand our customer base, acquire new customers or service existing customers by limiting access to
our services and products. This may materially and adversely affect our business, financial condition
and results of operations.

Our success will depend, in part, on our ability to respond to new technological advances and
emerging banking, capital markets, and other financial services industry standards and practices on a
cost-effective and timely basis. The development and implementation of such technology entails
significant technical and business risks. There can be no assurance that we will successfully implement
new technologies or adapt our transaction processing systems to customer requirements or improving
market standards. Such technology updates may result in significant costs of the Bank. If we are
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unable, for technical, legal, financial or other reasons, to adapt in a timely manner to changing market
conditions, customer requirements or technological changes, our business, future financial
performance and the trading price of the Equity Shares could be materially affected.

We use our information systems and the internet to deliver services to, and perform transactions on
behalf of, our customers and we may need to regularly upgrade our systems, including our software,
back-up systems and disaster recovery operations, at substantial cost so that we remain competitive.
Our hardware and software systems are also subject to damage or incapacitation by human error,
natural disasters, power loss, sabotage, computer viruses and similar events or the loss of support
services from third parties such as internet backbone providers. There is no warranty under our
information technology licence agreements that the relevant software or system is free of interruptions,
will meet our requirements or be suitable for use in any particular condition. At present, we have not
experienced widespread disruptions of service to our customers, but there can be no assurance that we
will not encounter disruptions in the future due to substantially increased numbers of customers and
transactions, or for other reasons. Any inability to maintain the reliability and efficiency of our systems
could adversely affect our reputation, and our ability to attract and retain customers. In the event that
we experience system interruptions, errors or downtime (which could result from a variety of causes,
including changes in customer use patterns, technological failure, changes to systems, linkages with
third-party systems and power failures), we are unable to develop necessary technology, or any other
failure occurs in our systems, this may materially and adversely affect our business, financial condition
and results of operations.

Major fraud, lapses of control, system failures, security breaches or calamities could adversely
affect our business.

We are vulnerable to risks arising from the failure of our employees to adhere to approved procedures
and system controls, fraud, system failures, information system disruptions, communication systems
failures, computer break-ins, power disruptions and data interception during transmission through
external communication channels and networks. There can be no assurance that our systems and
measures are adequate to prevent fraud, security breaches or the invasion or breach of the network by
intruders and theft of data. Failure to protect against fraud or breaches in security may adversely affect
our operations and future financial performance. Our reputation could be adversely affected by
significant fraud committed by our employees, agents, customers or third parties.

We maintain a disaster recovery centre for our core banking applications at Bengaluru in the event that
our main computer centre at Mumbai shuts down for any reason. The system in Bengaluru is
configured to come into operation if the Mumbai system is no longer operational. However, if for any
reason the switch over to the back-up system does not take place or if a calamity occurs in both
Mumbai and Bengaluru such that our business is compromised at both centres, our operations would
be adversely affected.

Employee misconduct could harm us and is difficult to detect and deter.

There have been a number of highly publicized cases involving fraud, money laundering or other
misconduct by employees and executives in the financial services industry, including those in
connection with us, in recent years. Although we have a committee in place dedicated to monitoring
fraud, we run the risk that such misconduct could occur. Misconduct by employees or executives could
include binding us to transactions that exceed authorized limits or present unacceptable risks or hiding
unauthorized or unlawful activities from us, which may result in substantial financial losses and
damage to our reputation.

Employee or executive misconduct could also involve the improper use or disclosure of confidential
information, which could result in regulatory sanctions and serious reputational or financial harm,
including harm to our brand. It is not always possible to deter employee or executive misconduct and
the precautions taken and systems put in place to prevent and detect such activities may not be
effective in all cases. We have, in the past, received complaints against our employees in relation to
misuse of authority and forgery of documents and signatures. While we have investigated each
complaint and have taken necessary actions against such employees, we cannot assure you that we will
not be subject to any further action from such complainants. Any such complaints, whether with or
without merit, could result in substantial costs and diversions of resources, which could negatively
affect our reputation and have a material adverse effect on our business and operations.

Our insurance coverage may not adequately protect us against losses, which could adversely affect
our business, financial condition and results of operations.

We maintain insurance coverage that we believe is adequate for our operations. Our insurance policies,
however, may not provide adequate coverage in certain circumstances and are subject to certain
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deductibles, exclusions and limits on coverage. We maintain ongoing insurance policies in respect of
our premises, office automation, furniture and fixtures, electronic equipment, employee fidelity, cash
in premises, cash in transit, public liability and other valuables and documents. These assets are
insured against burglary, theft and fire. We also maintain a directors’ and officers’ liability policy to
cover certain liabilities that may be imposed on our directors and officers. We believe that our
insurance coverage is appropriate and adequate for our operations. We do not have any key man
insurance policy in place. We cannot, however, assure you that the terms of our insurance policies will
be adequate to cover any damage or loss suffered by us or that such coverage will continue to be
available on reasonable terms or will be available in sufficient amounts to cover one or more large
claims, or that the insurer will not disclaim coverage as to any future claim. Any successful assertion
of one or more large claims against us that exceeds our available insurance coverage or changes in our
insurance policies, including any increase in premium or any imposition of larger deductibles or co-
insurance requirements, could adversely affect our business, financial condition and results of
operations.

Our ability to pay dividends in the future will depend upon our future earnings, financial condition,
cash flows, capital expenditure, long-term target payout ratios, growth and investment opportunities,
current capital ratios, current & prospective financial performance and other macro and micro-
economic factors.

Our ability to pay dividends in the future will depend on our earnings, financial condition and capital
requirements (as impacted by Basel 111). We have a board-approved dividend policy to govern our
dividend payout. We may not generate sufficient income to cover our operating expenses and therefore
may be unable to pay dividends to our shareholders. Further, we might be restricted from paying
dividends as per our dividend stopper policy. In addition, dividends that we have paid in the past may
not be reflective of the dividends that we may be able to pay in the future despite the bank making
enough profits. On April 17, 2020, RBI issued a circular prohibiting banks from making any further
dividend pay-outs from profit pertaining to financial year ended March 31, 2020 until further notice.
RBI is of the view that banks must conserve capital in the environment of heightened uncertainty due
to COVID-19. As of the date of this Red Herring Prospectus, the Bank does not meet the eligibility
criteria for declaration of dividend for FY20 under the RBI Circular on Declaration of Dividends by
Banks dated May 4, 2005.

Any negative cash flows in the future would adversely affect our cash flow requirements, which may
adversely affect our ability to operate our business and implement our growth plans, thereby
affecting our financial condition.

The following table sets forth certain information relating to our cash flows on a consolidated basis for
the periods indicated:

Fiscal Year
2018 2019 2020

(in ¥ million)
Net cash from / (used in) operating activities.................. (218,104.44)  (245,733.01) (577,212.21)
Net cash from / (used in) investing activities.................. (87,448.96) (62,936.89) 141,919.32
Net cash from / (used in) financing activities................. 357,479.19 330,393.23 250,383.09
Effect of exchange fluctuation on translation reserve ..... 65.80 587.81 (635.92)
Net increase / decrease in cash & cash equivalents......... 51,991.59 22,311.14 (185,545.72)
Cash & cash equivalents at the beginning of the year..... 195,546.58 247,538.17 269,849.31
Cash & cash equivalents at the end of the year............... 247,538.17 269,849.31 84,303.58

Negative cash flows over extended periods, or significant negative cash flows in the short term, could
materially impact our ability to operate our business and implement our growth plans. As a result, our
cash flows, business, future financial performance and results of operations could be materially and
adversely affected. For further information, see “Management’s Discussion and Analysis of Financial
Condition and Results of Operations” on page 423.
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We may breach third-party intellectual property rights or be required to initiate claims against
others infringing our intellectual property rights.

We may be subject to claims by third parties, both inside and outside India, if we breach our
intellectual property rights by using slogans, names, designs, software or other such subjects, which
are of a similar nature to the intellectual property these third parties may have registered. Any legal
proceedings that result in a finding that we have breached third parties’ intellectual property rights, or
any settlements concerning such claims, may require us to provide financial compensation to such
third parties or make changes to our marketing strategies or to the brand names of our products, which
may have a materially adverse effect on our brand, business, prospects, financial condition and results
of operations.

Our customers may engage in certain transactions in or with countries or persons that are subject to
U.S. and other sanctions.

U.S. law generally prohibits U.S. persons from directly or indirectly investing or otherwise doing
business in or with certain countries (such as Iran, North Korea, Sudan, Syria and the Crimea region)
and with certain persons or businesses that have been specially designated by the OFAC or other U.S.
government agencies. Other governments and international or regional organisations also administer
similar economic sanctions.

We provide transfer, settlement and other services to customers doing business with, or located in,
countries to which certain OFAC-administered and other sanctions apply, such as Iran. Although we
believe we have compliance systems in place that are sufficient to block prohibited transactions, there
can be no assurance that we will be able to fully monitor all of our transactions for any potential
violation. Although we do not believe that we are in violation of any applicable sanctions, if it were
determined that transactions in which we participate violate U.S. or other sanctions, we could be
subject to U.S. or other penalties, and our reputation and future business prospects in the United States
or with U.S. persons, or in other jurisdictions, could be adversely affected.

If more stringent labor laws become applicable to us or if our employees unionize, our profitability
may be adversely affected.

India has stringent labor legislation that protects employee interests, including legislation that
prescribes detailed procedures for dispute resolution and employee removal and imposes financial
obligations on employers upon retrenchment. If these labor laws become applicable to our employees
or if our employees unionize, it may become difficult for us to maintain flexible human resource
policies and attract and employ the numbers of sufficiently qualified candidates that we require.
Equally, it may become difficult for us to discharge employees and we may be required to raise wage
levels or grant other benefits that could result in a significant increase in our operating expenses, which
may have a materially adverse effect on our business, financial condition and results of operations.

Our offices are located on leased premises and the non-renewal or premature termination of the
existing lease agreements, or their renewal on unfavorable terms, could adversely affect our
business and results of operations.

Our registered office, corporate headquarters and all of our branches, ATMs and marketing outlets are
located on premises leased from third parties, which require renewal from time to time. If we are
unable to renew the relevant lease agreements, or if such agreements are renewed on unfavorable terms
and conditions, we may be required to relocate operations. 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.
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 and results of operations.

We may continue to incur significant expenditure as a result of significant increases in hiring and
branch infrastructure expansion to support our growth strategy recently.

As at March 31, 2020, the number of the Bank’s employees was 22,973, an increase of 9%, or 1,837,
since March 31, 2019, mainly due to increased hiring to support the retail banking expansion strategy.
Our payments to and provisions for employees were 326,913.25 million as at March 31, 2020 for fiscal
year 2020. Further, our branches increased by 10 branches since March 31, 2020 to 1,135 branches.
Our planned growth will require us to continue to significantly increase the number of employees at
various levels and branches and effectively implement and improve training programmes. Such
increasing activities and investments in our employees, branches and other associated infrastructure
will require substantial expenditure and management effort and attention. There can be no assurance
that we will be able to hire skilled labor with the relevant expertise, which may adversely affect our
reputation, business, financial condition and results of operations. In addition, if we are unable to
manage the efficiency of our employees and branches effectively, our operating expenses could
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increase disproportionately, which may have a material adverse effect on our business, financial
condition, results of operations and cash flow.

We may neither be able to manage efficiency of our employees and branches effectively, nor
manage the potential increase in expenditure to support our long term planned growth.

The Bank is consolidating and optimising its branch expansion and human resource strategy. The Bank
may have additional replacement cost if we witness higher than usual employee turnaround. Further, in
the event that the Bank gets into high growth strategy similar to the period of fiscal year 2018 and
fiscal year 2019, such replacement costs may significantly increase. As at March 31, 2020, the number
of the Bank’s employees was 22,973, an increase of 9%, or 1,837, since March 31, 2019, mainly due
to increased hiring to support the retail banking expansion strategy. Our payments to and provisions
for employees were 326,913.25 million as at March 31, 2020 for fiscal year 2020. Further, our
branches increased by 10 branches since March 31, 2020 to 1,135 branches as at the date of this Red
Herring Prospectus. However, our long term planned growth may require us to continue to
significantly increase the number of employees at various levels and branches. Increased activities and
investments in our employees, branches and other associated infrastructure may require substantial
expenditure and management effort. There can be no assurance that we will be able to hire skilled
labor with the relevant expertise, which may adversely affect our reputation, business, financial
condition and results of operations. In addition, if we are unable to manage the efficiency of our
employees and branches effectively, our operating expenses could increase disproportionately, which
may have a material adverse effect on our business, financial condition, results of operations and cash
flow.

Our internal financial controls may be insufficient or may leave us exposed to unidentified or
unanticipated risks, which could negatively affect our business or result in losses.

Our management is responsible for establishing and maintaining internal financial controls based on
the internal control over financial reporting criteria established by it while taking into account 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. These
responsibilities include the design, implementation and maintenance of adequate internal financial
controls to ensure the orderly and efficient conduct of our business, including adherence to our policies,
the safeguarding of our 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 Companies Act, 2013. The proper functioning of our internal financial control, risk
management, accounting or other data collection and processing systems is critical to our businesses
and our ability to compete effectively. If our internal financial controls are insufficient, our business,
financial condition and results of operations could be materially and adversely affected.

The implementation of the RBI Basel 111 Capital Regulations may adversely affect us and the
position of the noteholders.

On December 17, 2009, the Basel Committee proposed a number of fundamental reforms to the
regulatory capital framework in its consultative document entitled ‘Strengthening the Resilience of the
Banking Sector’. On December 16, 2010 and on January 13, 2011, the Basel Committee issued its final
guidance on Basel Il and minimum requirements, respectively. The Basel Committee proposed that
the guidelines be implemented from January 1, 2013. These guidelines have been implemented in
India through the RBI Basel 111 Capital Regulations, which came into effect on April 1, 2013, and are
subject to a series of transitional arrangements to be phased in over a period of time. The RBI has
indicated that the capital requirements for the implementation of the RBI Basel 111 Capital Regulations
may be lower during the initial period and higher in later years. The RBI Basel 11l Capital Regulations
require, among other things, higher levels of Tier | capital, including common equity, capital
conservation buffers, deductions from common equity Tier | capital for investments in subsidiaries
(with minority interest), changes in the structure of debt instruments eligible for inclusion in Tier | and
Tier Il capital and preference shares in Tier Il capital, criteria for classification as common shares,
methods to deal with credit risk and reputational risk, capital charges for credit risks, introduction of a
leverage ratio and criteria for investments in capital of banks, financial and insurance entities
(including where ownership is less than 10.00%). The RBI Basel 111 Capital Regulations also stipulate
that non-equity Tier | and Tier Il capital should have loss absorbency characteristics, which require
them to be written down or be converted into common equity upon the occurrence of a pre-specified
trigger event.

In addition, the Basel Committee published a guidance report titled ‘Principles for Sound Liquidity
Risk Management and Supervision’ in September 2008 to address the deficiencies that were witnessed
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in liquidity risk management during the 2008 global financial crisis. This was followed by the
publication of ‘Basel Ill: International framework for liquidity risk measurement, standards and
monitoring’ in December 2010 which introduced two minimum global regulatory standards, namely
the LCR and the NSFR and a set of monitoring tools. The LCR promotes short-term resilience of
banks to potential liquidity disruptions by ensuring that they have sufficient high quality liquid assets
to survive an acute stress scenario lasting for 30 days. The NSFR promotes resilience over longer-term
time horizons by requiring banks to fund their activities with more stable sources of funding on an
ongoing structural basis.

In June 2014, the RBI issued guidelines in relation to LCR, liquidity risk monitoring tools and LCR
disclosure standards pursuant to the publication of “Basel Ill: The Liquidity Coverage Ratio and
liquidity risk monitoring tools” in January 2013 and the “Liquidity Coverage Ratio Disclosure
Standards” in January 2014 by the Basel Committee on Banking Supervision. The LCR is intended to
ensure that banks maintain an adequate level of HQLAs to survive an acute stress scenario lasting for
30 days. Pursuant to the guidelines, banks are required to maintain an LCR of 70.00%, 80.00%,
90.00%, 100.00% and 100.00% with effect from January 1, 2016, January 1, 2017, January 1, 2018,
January 1, 2019 and January 1, 2020 respectively. On April 17, 2020, RBI has reduced the LCR
requirement of all scheduled commercial banks from 100% to 80%. The LCR requirement will be
increased in phases with a target of 90% LCR by October 1, 2020 and 100% by April 1, 2021. Such
requirement to maintain HQLA has adversely affected our profitability and any increase in the
requirement will further adversely affect our profitability. Pursuant to the notification by the RBI dated
January 10, 2019, the RBI deferred the implementation of the last tranche of 0.625% of capital
conservation buffer from March 31, 2019 to March 31, 2020. This has been further deferred to
September 30, 2020 as per the RBI notification dated March 27, 2020. However, considering the
potential stress on account of COVID-19 pandemic. Our average LCR fell to 40.0% for the fiscal year
ended March 31, 2020, which was lower than the regulatory requirement of 80%. The RBI granted the
Bank a second 90-day special liquidity facility till September 12, 2020. Accordingly, as of the date of
this Red Herring Prospectus, the Bank is not in breach of the regulatory minimum LCR requirements.
The RBI issued the guidelines on NSFR on May 17, 2018 with the objective to ensure that banks
maintain a stable funding profile in relation to the composition of their assets and off-balance sheet
activities. The RBI, pursuant to the circular dated November 29, 2018, decided that the NSFR
guidelines shall come into effect from April 1, 2020. On March 27, 2020 RBI announced deferment of
NSFR guidelines by six months to October 1, 2020. For compliance towards NSFR norms, we may
have to borrow long term to fund long- term assets resulting in an increase in interest expense.

The RBI or any other relevant authority may implement the package of reforms, including the terms
which capital securities are required to have, in a manner that is different from that which 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 results of operations.

We are subject to credit, market and liquidity risk which may have an adverse effect on our credit
ratings and our cost of funds.

To the extent that any of the instruments and strategies we use to hedge or otherwise manage our
exposure to market or credit risk are not effective, we may not be able to mitigate effectively our risk
exposures, in particular to market environments or against particular types of risk. Our balance sheet
growth depends on economic conditions, as well as our determination to sell, purchase, securitize or
syndicate particular loans or loan portfolios. Our trading revenues and interest rate risk exposure are
dependent on our ability to properly identify, and mark to market, changes in the value of financial
instruments caused by changes in market prices or rates. Our earnings also depend on the effectiveness
of our management of migrations in credit quality and risk concentrations, the accuracy of our
valuation models and our significant accounting estimates and the adequacy of our allowances for loan
losses. To the extent that our assessments, assumptions or estimates prove inaccurate or not predictive
of actual results, we could suffer higher than anticipated losses. The successful management of credit,
market and operational risk is an important consideration in managing our liquidity risk because it
affects the evaluation of our credit ratings by rating agencies. Rating agencies may reduce or indicate
their intention to reduce the ratings at any time. The rating agencies can also decide to withdraw their
ratings altogether, which may have the same effect as a reduction in our ratings. Any reduction in the
Bank’s ratings (or withdrawal of ratings) may increase our borrowing costs, limit our access to capital
markets and adversely affect our ability to sell or market our products, engage in business transactions,
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particularly longer-term and derivatives transactions, or retain our customers. This, in turn, could
reduce our liquidity and negatively impact our operating results and financial condition.

Any sale of Equity Shares by our significant shareholders may materially impact our share price.
Pursuant to the Scheme, State Bank of India is required to hold at least 26% of the Equity Share capital
of the Bank (which is subject to a three-year lock-in from the date of allotment of the Equity Shares
pursuant to the Reconstruction Scheme i.e. March 14, 2020) and shall not hold more than 49% of the
Equity Share capital of the Bank, while Housing Development Finance Corporation Limited, ICICI
Bank Limited, Axis Bank Limited, Kotak Mahindra Bank Limited, the Federal Bank Limited,
Bandhan Bank Limited and IDFC First Bank Limited are subject to a three-year lock-in for 75% of the
Equity Shares allotted to them under the Reconstruction Scheme from the commencement of the
Reconstruction Scheme, i.e. March 13, 2020. Further, our Bank’s existing shareholders (holding at
least 100 Equity Shares) in the Bank as on March 13, 2020, are subject to a lock-in for 75% of their
shareholding for a period of three years from the commencement of the Reconstruction Scheme, i.e.
from March 13, 2020.

As of the date of this Red Herring Prospectus, the shareholding of Housing Development Finance
Corporation Limited, ICICI Bank Limited, Axis Bank Limited, Kotak Mahindra Bank Limited, the
Federal Bank Limited, Bandhan Bank Limited and IDFC First Bank Limited has reduced from 31.47%
as on March 31, 2020 to 30.15%. Any sale of Equity Shares by any of our significant shareholders
could have a material impact on the Bank’s share price.

External Risks

Risks Relating to India

76.

7.

Our risk profile is linked to the Indian economy and the banking and financial markets in India.
The credit risk we are exposed to may be higher than the credit risk of banks in some developed
economies. The absence of reliable information, including audited financial statements, recognised
debt rating reports and credit histories relating to our present and prospective corporate borrowers or
other customers, makes the assessment of credit risk, including the valuation of collateral, more
difficult, especially for individuals and small businesses. In addition, the credit risk of our borrowers,
particularly small and middle market companies, is higher than borrowers in more developed
economies due to the evolving Indian regulatory, political, economic and industrial environment. The
directed lending norms of the RBI require us to lend a certain proportion of our advances to “priority
sectors”, including agriculture and small enterprises, where our ability to control the portfolio quality
is limited and where economic difficulties are likely to affect our borrowers more severely. Any
shortfall may be required to be allocated to investments yielding sub-market returns.

In addition to credit risks, we also face additional risks in comparison to banks operating in developed
economies. We pursue our activities in India, a developing economy with all of the risks that come
with such an economy. Our activities in India are widespread and diverse and involve employees,
contractors, counterparties and customers with widely varying levels of education, financial
sophistication and wealth. Although we seek to implement policies and procedures to reduce and
manage marketplace risks as well as risks within our own organisation, some risks remain inherent in
doing business in a large, developing country. We cannot eliminate these marketplace and operational
risks, which may lead to legal or regulatory actions, negative publicity or other developments that
could reduce our profitability. In the aftermath of the financial crisis, regulatory scrutiny of these risks
is increasing.

Financial instability in other countries may cause increased volatility in Indian financial markets.
The Indian market and the Indian economy are influenced by economic and market conditions in other
countries, particularly emerging market countries in Asia. The COVID-19 pandemic outbreak,
financial turmoil in Asia, U.S., Russia and elsewhere in the world in recent years has affected the
Indian economy. Although economic conditions are different in each country, investors’ reactions to
developments in one country can have adverse effects on the securities of companies in other countries,
including India. A loss of investor confidence in the financial systems of other emerging markets may
cause increased volatility in Indian financial markets and, indirectly, in the Indian economy in general.
Any worldwide financial instability could also have a negative impact on the Indian economy.
Financial disruptions may occur again and could harm our business, our future financial performance
and the trading price of the Equity Shares.

The global credit and equity markets have experienced substantial dislocations, liquidity disruptions
and market corrections in recent years. In particular, sub-prime mortgage loans in the United States
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have experienced increased rates of delinquency, foreclosure and loss. Since September 2008, liquidity
and credit concerns and volatility in the global credit and financial markets increased significantly with
the bankruptcy or acquisition of, and government assistance extended to, several major U.S. financial
institutions.

Since December 2019, there is an ongoing outbreak of COVID-19 which has affected countries
globally, with the World Health Organisation declaring the outbreak as a pandemic on 12 March 2020.
There have been border controls, lockdowns and travel restrictions imposed by various countries, as a
result of the COVID-19 outbreak. Such outbreak of an infectious disease together with any resulting
restrictions on travel and/or imposition of lockdown measures have resulted in protracted volatility in
domestic and international markets and/or may result in a global recession. In particular, the COVID-
19 outbreak has caused stock markets worldwide to lose significant value and has impacted global
economic activity. A number of governments have revised gross domestic product growth forecasts for
2020 downwards in response to the economic slowdown caused by the spread of COVID-19, and it is
possible that the outbreak of COVID-19 will cause a prolonged global economic crisis or recession. In
particular, continuing difficulties in financial and economic conditions could result in deterioration in
the quality of the Bank’s assets and larger provisioning, allowances for loan losses and write-offs. See
also “Risk Factors — A global outbreak of an infectious disease such as COVID-19 or any other
serious public health concerns in Asia or elsewhere could have a material adverse effect on our
business, financial condition and results of operations.”

Developments in the Eurozone have exacerbated the ongoing global economic crisis. Large budget
deficits and rising public debts in Europe have triggered sovereign debt finance crises that resulted in
the bailouts of European economies and elevated the risk of government debt defaults, forcing
governments to undertake aggressive budget cuts and austerity measures, in turn underscoring the risk
of global economic and financial market volatility. Financial markets and the supply of credit could
continue to be negatively impacted by ongoing concerns surrounding the sovereign debts and/or fiscal
deficits of several countries in Europe, the possibility of further downgrades of, or defaults on,
sovereign debt, concerns about a slowdown in growth in certain economies and uncertainties regarding
the stability and overall standing of the European Monetary Union. On June 23, 2016, the United
Kingdom held a referendum on its membership in the European Union and voted to leave (“Brexit”).
In October 2019, a withdrawal agreement (the “Withdrawal Agreement”) setting out the terms of the
United Kingdom’s exit from the European Union, and a political declaration on the framework for the
future relationship between the United Kingdom and European Union was agreed between the UK and
EU governments. The Withdrawal Agreement, which became effective on January 31, 2020 includes
the terms of a transition or “standstill” period until December 31, 2020, during which time the United
Kingdom and European Union will continue to negotiate the terms of a trading arrangement which will
apply following the standstill period when the United Kingdom will have formally withdrawn from the
European Union but will still be treated for most purposes as an EU member state. There is significant
uncertainty at this stage as to the United Kingdom’s future trading arrangements with the European
Union, the impact of Brexit on general economic conditions in the United Kingdom and the European
Union and any consequential impact on global financial markets. For example, Brexit could give rise
to increased global volatility in foreign exchange rate movements and the value of equity and debt
investments.

Trade tensions between the U.S. and major trading partners, most notably China, continue to escalate
following the introduction of a series of tariff measures in both countries. Although China is the
primary target of U.S. trade measures, value chain linkages mean that other emerging markets,
primarily in Asia, may also be impacted. China’s policy response to these trade measures also presents
a degree of uncertainty. There is some evidence of China’s monetary policy easing and the potential
for greater fiscal spending, which could worsen existing imbalances in its economy. This could
undermine efforts to address already high debt levels and increase medium-term risks.

These and other related factors such as concerns over recession, inflation or deflation, energy costs,
geopolitical issues, slowdown in economic growth in China and Renminbi devaluation, commodity
prices and the availability and cost of credit have had a significant impact on the global credit and
financial markets as a whole, including reduced liquidity, greater volatility, widening of credit spreads
and a lack of price transparency in the United States, Europe and the global credit and financial
markets. A lack of clarity over the process for managing the exit and uncertainties surrounding the
economic impact could lead to a further slowdown and instability in financial markets. This and any
prolonged financial crisis may have an adverse impact on the Indian economy, and in turn on our
business, financial condition and results of operations.
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A loss of investor confidence in the financial systems of other emerging markets may cause increased
volatility in the Indian financial markets and indirectly in the Indian economy in general. Any
worldwide financial instability could influence the Indian economy. In response to such developments,
legislators and financial regulators in the United States, Europe and other jurisdictions, including India,
have implemented several policy measures designed to add stability to the financial markets. In
addition, any increase in interest rates by the United States Federal Reserve will lead to an increase in
the borrowing costs in the United States which may in turn impact global borrowing as well.
Furthermore, in several parts of the world, there are signs of increasing retreat from globalization of
goods, services and people, as pressure for the introduction of a protectionist regime is building and
such developments could adversely affect Indian exports. However, the overall impact of these and
other legislative and regulatory efforts on the global financial markets is uncertain, and they may not
have the intended stabilizing effects. In the event that the current adverse conditions in the global
credit markets continue or if there is any significant financial disruption, this could have an adverse
effect on our business, future financial performance and the trading price of the Equity Shares.

Any downgrade of India’s debt ratings by international rating agencies could adversely affect our
business.

While Standard and Poor’s (“S&P”) currently has stable outlooks, Moody’s and Fitch Ratings, Inc.
(“Fitch”) currently have a negative outlook on their sovereign rating for India. They may lower their
sovereign ratings for India or the outlook on such ratings, which would also impact our ratings. Further,
any significant deterioration in our existing financial strength and change in methodology for rating
banks by rating agencies may also impact the Bank’s rating.

In June 2020, S&P, retained India’s sovereign ratings at “BBB minus” with the “stable” outlook,
however pointed out that India’s fiscal position remains precarious, with elevated fiscal deficits and
net government indebtedness. Further, S&P has revised the economic risk trend for the banking system
to “negative” from “stable” expecting Indian banks’ asset quality to deteriorate, credit costs to rise, and
profitability to decline. In November 2017, Moody’s upgraded India’s credit rating to “Baa2” from
“Baa3” and changed its India rating outlook to “stable” from “positive” citing reforms such as GST,
demonetization, the inflation-targeting monetary policy framework, the Bankruptcy Act, bank
recapitalization, Aadhaar and the Direct Benefits Transfer system, however, on June 1, 2020, Moody’s
downgraded Government of India’s foreign currency and local currency long term issuer ratings to
“Baa3” from “Baa2” while maintaining the “negative outlook” due to relatively weak implementation
of reforms since 2017, sustained period of relatively low growth, significant deterioration in the fiscal
position of the government and the rising stress in the financial sector. There is no assurance that
India’s credit ratings will not be downgraded in the future. Any adverse change in India’s credit ratings
by international rating agencies may adversely impact our business and limit our access to capital
markets.

There can be no assurance that these ratings will not be further revised or changed by S&P, Fitch or
Moody’s or that any of the other global rating agencies will not downgrade India’s credit rating. As the
Bank’s foreign currency ratings are pegged to India’s sovereign ceiling, any adverse revision to India’s
credit rating for international debt will have a corresponding effect on our ratings. Therefore, any
adverse revisions to India’s credit ratings for domestic and international debt by international rating
agencies may adversely impact our ability to raise additional financing and the interest rates and other
commercial terms at which such financing is available. Any of these developments may materially and
adversely affect our business, financial condition and results of operations.

We may face greater credit risks than banks in more developed countries.

Our principal business is to provide financing to our customers. We are subject to the credit risk that
our borrowers may not pay in a timely fashion or at all. In addition, India’s system for gathering and
publishing statistical information relating to the Indian economy and the financial performance of
companies is not as comprehensive as those of established market economies. Although India has a
credit bureau industry, adequate information regarding loan servicing histories, particularly in respect
of individuals and small businesses, is limited. As a result, our credit risk exposure is higher compared
with banks operating in advanced markets. Since our lending operations to the aforesaid categories are
limited to India, we may be exposed to a greater potential for loss compared with banks with lending
operations in more developed countries.

Increased volatility or inflation of commodity prices in India could adversely affect our business.
Any increased volatility or rate of inflation of global commodity prices, particularly oil and steel prices,
could adversely affect our borrowers and contractual counterparties. Although the RBI has enacted
certain policy measures designed to curb inflation, these policies may not be successful.
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Any slowdown in the growth of the manufacturing services or agricultural sectors could adversely
impact our business, financial condition and results of operations.

Financial difficulty and other problems in certain long-term lending institutions and investment
institutions in India could have a negative impact on our business.

We are exposed to the risks prevailing in the Indian financial system which, in turn, may be affected
by financial difficulties and other problems faced by certain Indian financial institutions. As an
emerging market economy, the Indian economy faces risks not typically faced in developing countries,
including the risk of deposit runs, despite the existence of a national deposit insurance scheme. Certain
Indian financial institutions have experienced difficulties during recent years. Some cooperative banks
and NBFCs have also faced serious financial and liquidity crises. The problems faced by individual
Indian financial institutions and any instability in or difficulties faced by the Indian financial system
generally could create adverse market perception about financial institutions and banks in India. This,
in turn, could adversely affect our business, financial condition and results of operations.

A decline in India’s foreign exchange reserves may affect liquidity and interest rates in the Indian
economy, which could have an adverse impact on us. A rapid decrease in reserves would also create
a risk of higher interest rates and a consequent slowdown in growth.

Flows to foreign exchange reserves can be volatile, and past declines may have adversely affected the
valuation of the Rupee. There can be no assurance that India’s foreign exchange reserves will not
decrease again in the future. Further decline in foreign exchange reserves, as well as other factors,
could adversely affect the valuation of the Rupee and could result in reduced liquidity and higher
interest rates that could adversely affect our business, financial condition and results of operations.

We are subject to risks relating to macroeconomic conditions in India. According to the RBI’s
financial stability report released in December 2019, SCBs’ credit growth remain subdued at 8.7%
year-on-year in September 2019, though private sector banks registered double digit credit growth of
16.5%. SCBs’ capital adequacy ratio improved significantly after the recapitalisation of public sector
banks by the Government. PCR of all SCBs rose to 61.5% in September 2019 from 60.5% in March
2019 implying increased resilience of the banking sector. Macro-stress tests for credit risk show that
under the baseline scenario, SCBs’ GNPA ratio may decrease from 9.3% in September 2019 to 9% by
September 2020 primarily due to macroeconomic changes, marginal increase in slippages and the
denominator effect of declining credit growth. Recent developments in the NBFC sector have brought
the sector under greater market discipline as the better performing companies continue to raise funds
while those with asset-liability mismatch issues and/or asset quality concerns are subject to higher
borrowing costs.

We have limited or no control over any of these risks or trends and may be unable to anticipate
changes in economic conditions. Adverse effects on the Indian banking system could impact our
funding and adversely affect our business, financial condition and results of operations.

Acts of terrorism and other similar threats to security could adversely affect our business, cash flows,
results of operations and financial condition.

Increased political instability, evidenced by the threat or occurrence of terrorist attacks, enhanced
national security measures, conflicts in several regions in which we operate, strained relations arising
from these conflicts and the related decline in customer confidence may hinder our ability to do
business. For example, in November 2008, several coordinated shooting and bombing attacks occurred
across Mumbai, India’s financial capital. In June 2011, a series of three coordinated bomb explosions
occurred at different locations in Mumbai. Both attacks resulted in loss of life, property and business.
Any escalation in these events or similar future events may disrupt our operations or those of our
customers. Present relations between India and Pakistan continue to be fragile on the issues of
terrorism, armament and Kashmir. India has also experienced terrorist attacks in some parts of the
country. These hostilities, attacks and tensions could lead to political or economic instability in India
and a possible adverse effect on the Bank’s business and its future financial performance. For example,
the attack on the Central Reserve Police Force personnel in Pulwama in Kashmir has led to retaliation
by India and escalated hostilities between India and Pakistan. The two countries’ continuing
escalations could exacerbate these regional hostilities and tensions. In June 2020, the clash between
China and India in the Galwan River Valley resulted in numerous fatalities, which led to increased
tension between the two countries. Further, India has also experienced social unrest in some parts of
the country. These events have had, and may continue to have, an adverse impact on the global
economy and customer confidence, which could, in turn, adversely affect our revenue, operating
results and financial condition. The impact of these events on the volatility of global financial markets
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could increase the volatility of the market price of our securities and may limit the capital resources
available to us and to our customers.

Natural disasters could have a negative impact on the Indian economy and damage our facilities.
Natural disasters such as floods, earthquakes, famines and pandemics have in the past had a negative
impact on the Indian economy, with the most recent example being the global outbreak of COVID-19
described above. If any such event were to occur, our business could be affected due to the event itself
or due to the inability to effectively manage the effects of the particular event. Potential effects include
the damage to infrastructure and the loss of business continuity or business information. In the event
that our facilities are affected by any of these factors, our operations may be significantly interrupted,
which may materially and adversely affect our business, financial condition and results of operations.
Political instability or significant changes in the economic liberalization and deregulation policies
of the Government, or in the government of the States where we operate, could disrupt our business.
We are incorporated in India and derive a significant portion of our revenues in India. In addition, a
significant portion of our assets are located in India. Consequently, our performance and liquidity of
the Equity Shares may be affected by changes in exchange rates and controls, interest rates,
Government policies, taxation, social and ethnic instability and other political and economic
developments affecting India.

The Indian Government has traditionally exercised and continues to exercise a significant influence
over many aspects of the Indian economy. Our businesses, and the market price and liquidity of our
securities, may be affected by changes in exchange rates and controls, interest rates, Government
policies, taxation, social and ethnic instability and other political and economic developments in or
affecting India.

In recent years, the Indian governments have generally pursued a course of economic liberalization
and deregulation aimed at accelerating the pace of economic growth and development. This has
included liberalizing rules and limits for foreign direct investment in a number of important sectors of
the Indian economy, including infrastructure, railways, services, pharmaceuticals and insurance. In
addition, the current Indian government has pursued a number of other economic reforms, including
the introduction of a goods and services tax, increased infrastructure spending and a new Insolvency
and Bankruptcy Code.

There can be no assurance that the government’s policies will succeed in their aims, including
facilitating high rates of economic growth. Following the release of the results of the general elections
of India on May 23, 2019, the Bharatiya Janata Party had won a majority of seats in the Lok Sabha, or
lower house of India’s Parliament. While Narendra Modi received a fresh mandate to continue his
tenure as Prime Minister for a second term, there is an increased expectations of reforms and there can
be no assurance that the government will continue with its current policies. New or amended policies
may be unsuccessful or have detrimental effects on economic growth. In the past, government
corruption scandals and protests against economic reforms, as well as social and ethnic instability and
terrorist incidents have hampered the implementation of economic reform.

All this has impacted sentiments and the economy, the rate of economic liberalization could change,
and specific laws and policies affecting foreign investment, currency exchange rates and other matters
affecting investment in India could change as well. A significant change in India’s economic
liberalization and deregulation policies, in particular, those relating to the businesses in which we
operate, could disrupt business and economic conditions in India generally and our business in
particular.

Significant differences exist between Indian GAAP and other accounting principles, such as U.S.
GAAP and IFRS, with which investors may be more familiar and may consider material to their
assessment of our financial condition.

Our financial statements for the three fiscal years ended March 31, 2018, 2019 and 2020, respectively,
are prepared and presented in conformity with Indian GAAP. No attempt has been made to reconcile
any of the information given in this Red Herring Prospectus to any other principles or to base it on any
other standards. Indian GAAP differs in certain significant respects from IFRS, U.S. GAAP and other
accounting principles with which prospective investors may be familiar in other countries. If our
financial statements were to be prepared in accordance with such other accounting principles, our
results of operations, cash flows and financial position may be substantially different. Prospective
investors should review the accounting policies applied in the preparation of our financial statements,
and consult their own professional advisers for an understanding of the differences between these
accounting principles and those with which they may be more familiar.
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Public companies in India, including us, will be required to prepare financial statements under
Indian Accounting Standards (Ind-AS). While the implementation of Ind-AS has been deferred
until further notice, the impact of such adoption on financial reporting has not been determined
with any degree of certainty.

Our Financial Statements are prepared and presented in conformity with Indian GAAP. The Institute
of Chartered Accountants of India has issued Ind-AS (a revised set of accounting standards) which
converges with the Indian accounting standards with International Financial Reporting Standards. The
Ministry of Corporate Affairs has confirmed the Ind-AS for adoption.

According to a circular issued by the RBI on February 11, 2016, banking companies were required to
prepare their financial statements under Ind-AS from April 1, 2018 and the monetary policy statement
announced on April 5, 2018 deferred the implementation timeline by another year as necessary
legislative amendments were still under the consideration of the Government. The RBI on March 22,
2019 further deferred Ind-AS implementation until further notice, as the requisite legislative
amendments are still under consideration by the Government. We may be required to begin preparing
financial statements in accordance with Ind-AS in the future once regulatory authorities notify us that
the implementation of Ind-AS will be mandatory for banking institutions.

While we have been discussing, including with the RBI, the possible impact of Ind-AS on our financial
reporting, the nature and extent of such impact is still uncertain. Further, the new accounting standards
will change, among other things, our methodology for estimating allowances for expected loan losses
and for classifying and valuing our investment portfolio and our revenue recognition policy. For
estimation of expected loan losses, the new accounting standards may require us to calculate the
present value of the expected future cash flows realizable from our advances, including the possible
liquidation of collateral (discounted at the loan’s effective interest rate). This may result in us
recognising allowances for expected loan losses in the future which may be higher or lower than under
current Indian GAAP. There can be no assurance, therefore, 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, we may encounter difficulties in
the ongoing process of implementing and enhancing our management information systems. Moreover,
there is increasing competition for the small number of IFRS experienced accounting personnel
available as more Indian companies begin to prepare Ind-AS financial statements. 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, financial condition and results of
operations.

Our business and activities may be further regulated by the Competition Act and any adverse
application or interpretation of the Competition Act could materially and adversely affect our
business, financial condition and results of operations.

The Competition Act seeks to prevent business practices that have or are likely to have an appreciable
adverse effect on competition in India and has established the Competition Commission of India (the
“CCI”). Under the Competition Act, any arrangement, understanding or action, whether formal or
informal, which has or is likely to have an appreciable adverse effect on competition is void and
attracts substantial penalties. Any agreement among competitors which, directly or indirectly,
determines purchase or sale prices, results in bid rigging or collusive bidding, limits or controls the
production, supply or distribution of goods and services, or shares the market or source of production
or providing of services by way of allocation of geographical area or type of goods or services or
number of customers in the relevant market or in any other similar way, is presumed to have an
appreciable adverse effect on competition and shall be void. Further, the Competition Act prohibits the
abuse of a dominant position by any enterprise. If it is proven that a breach of the Competition Act
committed by a company took place with the consent or connivance or is attributable to any neglect on
the part of any director, manager, secretary or other officer of such company, that person shall be
guilty of the breach themselves and may be punished as an individual. If we, or any of our employees,
are penalised under the Competition Act, our business may be adversely affected.

Further, the Competition Act also regulates combinations and requires approval of the CCI for
effecting any acquisition of shares, voting rights, assets or control or mergers or amalgamations above
the prescribed asset and turnover based thresholds.

It is difficult to predict the impact of the Competition Act on our growth and expansion strategies in
the future. If we are affected, directly or indirectly, by the application or interpretation of any provision
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of the Competition Act or any enforcement proceedings initiated by the CCI or any adverse publicity
that may be generated due to scrutiny or prosecution by the CCI, it may adversely affect our business,
financial condition and results of operations.

Any changes in the taxation system in India may adversely affect our business and the trading price
of the Equity Shares.

In recent times, the Government has implemented two major reforms in Indian tax laws, namely the
goods and services tax, and provisions relating to the General Anti-Avoidance Rule (the “GAAR”).
The goods and service tax was implemented on July 1, 2017 and replaced the indirect taxes on goods
and services such as central excise duty, service tax, central sales tax, state VAT and surcharge
currently being collected by the central and state governments. In respect of GAAR, the provisions
came into effect on April 1, 2017. The GAAR provisions intend to catch arrangements declared as
“impermissible avoidance arrangements”, which is any arrangement, the main purpose of which is to
obtain a tax benefit and which satisfy at least one of the following tests: (i) creates rights or obligations
which are not ordinarily created between persons dealing at arm’s length; (ii) results, directly or
indirectly, in misuse, or abuse, of the provisions of the Income Tax Act, 1961; (iii) lacks commercial
substance or is deemed to lack commercial substance, in whole or in part; or (iv) is entered into, or
carried out, by means, or in a manner, which are not ordinarily employed for bona fide purposes. If
GAAR provisions are invoked, then the tax authorities have wide powers, including denial of tax
benefits or a benefit under a tax treaty. As the taxation system may undergo significant changes in the
future, its consequent effects on the banking system cannot be determined at present and there can be
no assurance that such effects would not adversely affect our business, future financial performance,
lead to an increased tax outflow and the trading price of the Equity Shares.

Statistical, industry and external financial data in this Red Herring Prospectus may be incomplete
or unreliable.

We have not independently verified data obtained from industry publications and other external
industry sources referred to in this Red Herring Prospectus and, therefore, while we believe them to be
true, we cannot assure you that they are complete or reliable. Such data may also be produced on
different bases from those used in the industry publications we have referenced. Discussions of matters,
therefore, relating to India, its economy and the industries in which we currently operate, are subject to
the caveat that the statistical and other data upon which such discussions are based may be incomplete
or unreliable. See “Industry Overview”.

Risks Relating to the Equity Shares and the Issue
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Due to the ongoing lockdown in India, the execution of this Issue is largely being undertaken
remotely, which may lead to unanticipated risks.

Due to the ongoing lockdown in India, several aspects relating to the execution of the Issue are being
undertaken remotely. This may lead to unanticipated and unforeseen risks, beyond our control, which
may adversely affect the Issue.

The Equity Shares may be illiquid.

Active and liquid trading of securities generally results in lower volatilities in price and more efficient
execution of buy and sell orders for investors. Generally, the liquidity of the market for a particular
share is dependent on, amongst others, the size of the free float, the price of each board lot,
institutional interest, the business prospects of the Bank as well as the prevailing market sentiment.
Pursuant to the Scheme, the SBI is required to hold up to at least 26% of the Equity Share capital
(which is subject to a three-year lock-in from the allotment of the Equity Shares pursuant to the
Reconstruction Scheme i.e. March 14, 2020) and shall not hold more than 49% of the Equity Share
capital of the Bank. Other investors, namely, Housing Development Finance Corporation Limited,
ICICI Bank Limited, Axis Bank Limited, Kotak Mahindra Bank Limited, the Federal Bank Limited,
Bandhan Bank Limited and IDFC First Bank Limited are subject to a three year lock-in for 75% of the
Equity Shares allotted to them under the Reconstruction Scheme from the allotment of the Equity
Shares pursuant to the Reconstruction Scheme, i.e. March 13, 2020. Additionally, the Existing
investors (other than existing shareholders holding less than 100 equity shares) in the Bank as on
March 13, 2020, are subject to a lock-in for 75% of their shareholding for a period of three years from
the allotment of the Equity Shares pursuant to the Reconstruction Scheme, i.e. from March 13, 2020.
With such shares being locked in, the Equity Shares are less liquid and hence more volatile. Further,
on March 6, 2020, the Stock Exchanges decided that no Futures and Options contracts shall be
available in our Bank for trading in equity derivatives segment from May 29, 2020 onwards. The exit
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from the Futures and Options segment may and result in reduction in volumes, volatility and
speculation in stock, thereby, impacting the price discovery. There is no assurance that the liquidity of
the Equity Shares or the volume of shares may change or improve after this Issue.

After this Issue, the price of the Equity Shares may be volatile.

The Issue Price will be determined by us in consultation with the Lead Manager, based on the
Application Forms received in compliance with Chapter 111 of the SEBI ICDR Regulations, and it may
not necessarily be indicative of the market price of the Equity Shares after this Issue is complete.

The price of the Equity Shares on the NSE and the BSE may fluctuate and/or decline after this Issue as
a result of several factors, including:

. our further fundraising activities, especially pursuant to the Scheme;

. volatility in the Indian and the global securities market or in the Rupee’s value relative to the
U.S. dollar, the Euro and other foreign currencies;

our profitability and performance;

perceptions about our future performance or the performance of Indian companies in general;
performance of our competitors and the perception in the market about investments in the
banking and finance sector;

adverse media reports about us or the Indian banking and finance sector;

a comparatively less active or illiquid market for Equity Shares;

changes in the estimates of our performance or recommendations by financial analysts;
significant developments in India’s economic liberalization and deregulation policies;
regulatory changes in the Banking sector;

inclusion or exclusion of YES Bank in indices;

significant developments in India’s fiscal and environmental regulations; and

) any other political or economic factors.

There can be no assurance that an active trading market for the Equity Shares will be sustained after
this Issue, or that the price at which the Equity Shares have historically traded will correspond to the
price at which the Equity Shares are offered in this Issue or the price at which the Equity Shares will
trade in the market subsequent to this Issue.

We may, at any time in the future, make further issuances or sales of the Equity Shares, and this
may significantly dilute your future shareholding and affect the trading price of the Equity Shares.
Any future equity issuances by us, may lead to the dilution of investors’ shareholdings in our Bank.
Any future equity issuances by us or sales of the Equity Shares by our principal shareholders or other
major shareholders may adversely affect the trading price of the Equity Shares, which may lead to
other adverse consequences for us including difficulty in raising capital through offering of the Equity
Shares or incurring additional debt. In addition, any perception that such issuance or sales of shares
may occur, may lead to dilution of your shareholding, significantly affect the trading price of the
Equity Shares and our ability to raise capital through an issue of our securities. There can be no
assurance that such future issuance by us will be at a price equal to or more than the Issue Price.
Further, there can be no assurance that we will not issue further shares or that the major shareholders
will not dispose of, pledge or otherwise encumber their shares.

Investors may be subject to Indian taxes arising out of capital gains on the sale of the Equity Shares.
Under current Indian tax laws and regulations, capital gains arising from the sale of shares in an Indian
company are generally taxable in India. Previously, any gain realised on the sale of listed equity shares
on or before March 31, 2018 on a stock exchange held for more than 12 months was not subject to
long-term capital gains tax in India if securities transaction tax (“STT”) was paid on the sale
transaction. However, the Finance Act, 2018, now seeks to tax on such long-term capital gains
exceeding 100,000 arising from sale of equity shares on or after April 1, 2018, while continuing to
exempt the unrealised capital gains earned up to January 31, 2018 on such Equity Shares. Accordingly,
you may be subject to payment of long-term capital gains tax in India, in addition to payment of STT,
on the sale of any Equity Shares held for more than 12 months. STT will be levied on and collected by
a domestic stock exchange on which the Equity Shares are sold. Further, any gain realized on the sale
of listed equity shares held for a period of 12 months or less will be subject to short term capital gains
tax in India. Capital gains arising from the sale of the Equity Shares will be exempt from taxation in
India in cases where the exemption from taxation in India is provided under a treaty between India and
the country of which the seller is resident. Generally, Indian tax treaties do not limit India’s ability to
impose tax on capital gains. As a result, residents of other countries may be liable for tax in India as
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well as in their own jurisdiction on a gain upon the sale of the Equity Shares. See “Statement of
Special Tax Benefits” on page 125.

Rights of shareholders under Indian law may be more limited than under the laws of other
jurisdictions.

Our Articles, the instructions issued by the RBI, and Indian law govern our corporate affairs. Legal
principles relating to these matters and the validity of corporate procedures, Directors’ fiduciary duties
and liabilities, and shareholders’ rights may differ from those that would apply to a bank or corporate
entity in another jurisdiction. Shareholders’ rights under Indian law may not be as extensive as
shareholders’ rights under the laws of other countries or jurisdictions. Investors may have more
difficulty in asserting their rights as one of our shareholders than as a shareholder of a bank or
corporate entity in another jurisdiction.

Investors in the Equity Shares may not be able to enforce a judgment of a foreign court against us,
our directors or executive officers.

We are a limited liability company incorporated under the laws of India. Substantially all of our
Directors and executive officers, Key Managerial Personnel and Senior Management are residents of
India, and a substantial portion of our assets and such persons are located in India. As a result, it may
not be possible for investors to effect service of process upon us or such persons outside India, or to
enforce judgments obtained against such parties in courts outside of India.

Recognition and enforcement of foreign judgments are provided for under Section 13 and Section 44A
of the Civil Procedure Code on a statutory basis. Section 13 of the Civil Procedure Code provides that
foreign judgments shall be conclusive as to any matter thereby directly adjudicated between the same
parties or between parties under whom they or any of them claim litigating under the same title except:
(a) where it has not been pronounced by a court of competent jurisdiction; (b) where it has not been
given on the merits of the case; (c) where it appears on the face of the proceedings to be founded on an
incorrect view of international law or a refusal to recognize the law of India in cases in which such law
is applicable; (d) where the proceedings in which the judgment was obtained are opposed to natural
justice; (e) where it has been obtained by fraud; and (f) where it sustains a claim founded on a breach
of any law in force in India.

Under the Civil Procedure Code, a court in India shall presume, upon the production of any document
purporting to be a certified copy of a foreign judgment, that such judgment was pronounced by a court
of competent jurisdiction, unless the contrary appears on the record; but such presumption may be
displaced by proving want of jurisdiction.

India is not a party to any international treaty in relation to the recognition or enforcement of foreign
judgments. However, Section 44A of the Civil Procedure Code provides that where a foreign judgment
has been rendered by a superior court, within the meaning of that Section, in any country or territory
outside India which the Government has by notification declared to be a reciprocating territory, it may
be enforced in India by proceedings in execution as if the judgment had been rendered by the relevant
court in India. However, Section 44A of the Civil Procedure Code is applicable only to monetary
decrees not being in the nature of any amounts payable in respect of taxes or other charges of a like
nature or in respect of a fine or other penalty and does not include arbitration awards.

The United Kingdom, Singapore, Hong Kong and United Arab Emirates, among others, have been
declared by the Government of India to be “reciprocating territories” for the purposes of Section 44A
of the Civil Procedure Code, but the United States has not been so declared. A judgment of a court of a
country which is not a reciprocating territory may be enforced only by a fresh suit resulting in a
judgment or order and not by proceedings in execution. Such a suit has to be filed in India within three
years from the date of the judgment in the same manner as any other suit filed to enforce a civil
liability in India. A judgment of a superior court of a country which is a reciprocating territory may be
enforced by proceedings in execution, and a judgment not of a superior court, by a fresh suit resulting
in a judgment or order. The latter suit has to be filed in India within three years from the date of the
judgment in the same manner as any other suit filed to enforce a civil liability in India. Execution of a
judgment or repatriation outside India of any amounts received is subject to the approval of the RBI,
wherever required. It is unlikely that a court in India would award damages on the same basis as a
foreign court if an action were to be brought in India. Furthermore, it is unlikely that an Indian court
would enforce foreign judgments if that court was of the view that the amount of damages awarded
was excessive or inconsistent with public policy, and is uncertain whether an Indian court would
enforce foreign judgments that would contravene or violate Indian law.
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Anti-takeover provisions under Indian law could prevent or deter an entity from making a large
investment in the Bank.

The Takeover Regulations contains certain provisions that may delay, deter or prevent a future
takeover or change in control. These provisions may discourage a third party from attempting to take
control over our business, even if change in control would result in the purchase of our Equity Shares
at a premium to the market price which could be beneficial to the Bank.

You 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.

The Banking Regulation Act read with the Reserve Bank of India (Prior approval for acquisition of
shares or voting rights in private sector banks) Directions, 2015, as amended, requires any person to
seek prior approval of the RBI to acquire or agree 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. Accordingly, any acquisition of shareholding/voting
rights of 5.00% or more of the paid-up capital of the Bank or total voting rights of the Bank shall be
subject to obtaining prior approval from the RBI. Such approval may be granted by the RBI if it is
satisfied that the applicant meets certain fitness and propriety tests. The RBI may require the proposed
acquirer to seek further RBI approval for subsequent acquisitions. Further, the RBI may, by passing an
order, 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. The
aforementioned regulatory framework could adversely affect the liquidity and free transferability of
the Equity Shares, and in turn have an adverse effect on the price of the Equity Shares.

The RBI, as per Master Direction — Ownership in Private Sector Banks, Directions, 2016 released on
May 12, 2016, laid out shareholding and voting rights limits in Private Sector Banks. It restricts
ownership limits of individuals and non-financial entities (other than the promoter and promoter group)
at 10.00% of the paid-up capital. In the case of entities from the financial sector, other than regulated
or diversified or listed, the limit is 15.00% of the paid-up capital. Further, pursuant to the provisions of
the Banking Regulation Act and a notification issued by the RBI on July 21, 2016, no person holding
shares in a bank can exercise voting rights in excess of 26.00% of the total voting rights of all the
shareholders of a bank.

You may not receive the Equity Shares that you subscribe in the Issue until 15 days after the date on
which this Issue closes, which will subject you to market risk.

The Equity Shares that you may be allotted in the Issue may not be credited to your demat account
with the depository participants until approximately 6 days from the Issue Closing Date. You can start
trading such Equity Shares only after receipt of the listing and trading approval in respect thereof.
There can be no assurance that the Equity Shares allocated to you will be credited to your demat
account, or that trading in the Equity Shares will commence within the specified time period,
subjecting you to market risk for such period.

Investors will be subject to market risks until the Equity Shares credited to the investor’s demat
account are listed and permitted to trade.

Investors can start trading the Equity Shares allotted to them only after they have been credited to an
investor’s demat account, are listed and permitted to trade. Since our Equity Shares are currently
traded on the Stock Exchanges, investors will be subject to market risk from the date they pay for the
Equity Shares to the date when trading approval is granted for the same. Further, there can be no
assurance that the Equity Shares allocated to an investor will be credited to the investor’s demat
account or that trading in the Equity Shares will commence in a timely manner.

Holders of Equity Shares could be restricted in their ability to exercise pre-emptive rights under
Indian law and could thereby suffer future dilution of their ownership position.

Under the Companies Act, a company incorporated in India must offer holders of its equity shares pre-
emptive rights to subscribe and pay for a proportionate number of shares to maintain their existing
ownership percentages prior to the issuance of any new equity shares, unless the pre-emptive rights
have been waived by the adoption of a special resolution by holders of three-fourths of the equity
shares who have voted on such resolution. However, if the law of the jurisdiction that you are in does
not permit the exercise of such pre-emptive rights without us filing an offering document or
registration statement with the applicable authority in such jurisdiction, you will be unable to exercise
such pre-emptive rights unless we make such a filing. We may elect not to file a registration statement
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in relation to pre-emptive rights otherwise available by Indian law to you. To the extent that you are
unable to exercise pre-emptive rights granted in respect of the Equity Shares, you may suffer future
dilution of your ownership position and your proportional interests in us would be reduced.

Foreign investors are subject to foreign investment restrictions under Indian law that limits our
ability to attract foreign investors, which may adversely impact the market price of our Equity
Shares.

Foreign investment in Indian securities is subject to regulation by Indian regulatory authorities.
Accordingly, acquisition of shareholding in a private sector bank shall be subject to the applicable FDI
Policy, issued by the Department for Promotion of Industry and Internal Trade, Ministry of Commerce
and Industry, Government of India, with the aggregate foreign investment in private sector banks not
exceeding 74% of the paid-up equity share capital.

Also, under the foreign exchange regulations currently in force in India, transfers of shares between
non-residents and residents are permitted (subject to certain restrictions), if they comply with, among
other things, the pricing guidelines and reporting requirements specified by the RBI. If the transfer of
shares does not comply with such pricing guidelines or reporting requirements, or does not fall under
any of the exceptions specified by the RBI, then prior approval of the RBI will be required.
Additionally, shareholders who seek to convert the Rupee proceeds from a sale of shares in India into
foreign currency and repatriate any such foreign currency from India will require a no objection or a
tax clearance certificate from the Indian income tax authorities. We cannot assure you that any
required approval from the RBI or any other government agency can be obtained on any particular
terms or can be obtained at all.
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SECTION I11: INTRODUCTION
SUMMARY OF FINANCIAL INFORMATION

The following summary financial information and other data should be read together with “Management's
Discussion and Analysis of Financial Condition and Results of Operations” and our financial statements,
including the notes thereto and the reports thereon, which appear in “Financial Statements”. The summary
financial information set forth below is derived from the Restated Consolidated Financial Infomration
prepared in accordance with the Indian GAAP, based on the listing requirement of the exchanges where the
Equity Shares of the Bank have been listed and other financial information recorded in the books of
accounts by the Bank.

Solely for the convenience of the reader, the selected data set out below is presented in a format different
from our consolidated financial statements. Neither the information set forth below nor the format in which
it is presented should be viewed as comparable to information presented in accordance with Ind-AS, IFRS
or other accounting principles. For the purposes of a comparative analysis in the discussion below,
previous years’ figures have been reclassified wherever necessary.

Solely for the convenience of the reader, Rupee amounts as of and for the year ended March 31, 2020 have
been translated into U.S. dollars at the selling exchange rate as reported by the Foreign Exchange
Dealers’ Association of India on March 31, 2020, of Z75.6650 per U.S.81.00. The U.S. dollar equivalent
information should not be construed to imply that the real amounts represent, or could have been or could
be converted into, U.S. dollars at such rates or at any other rate.

Summary Consolidated Income Statement Information

Fiscal Year
2018 2019 2020 2020
(inUS$
million, except
(in  million, except per share data) per share data)
Interest earned 202,685.95 296,237.99 260,520.17 3,443.07
Other iNCOME........ccovvvnririceiscceees 52,931.51 46,754.81 119,560.99 1,580.14
TOtAl oo 255,617.46 342,992.80 380,081.16 5,023.21
Expenditure
Interest expended .........cccceevveiineiniinienn 125,294.30 198,112.87 192,580.60 2,545.17
Operating EXPENSES .......ccorvrerereereeeeeneenees 52,735.40 63,614.28 68,701.46 907.97
Provision and contingencies............c..c.cc..... 35,255.56 64,172.99 283,124.91 3,741.82
TOtAl oo 213,285.26 325,900.14 544,406.96 7,194.96
Net profit (loss) for the year .................... 42,332.20 17,092.66 (164,325.80) (2,171.75)
Profit brought forward from previous year.. 79,189.63 103,695.29 107,427.74 1,419.78
Amount available for appropriation ............ 121,521.83 120,787.95 (56,898.06) (751.97)
Appropriations
(a) Transfer to Statutory Reserve ................ 10,561.41 4,300.70 0.00
(b) Transfer to Capital Reserve ................... 659.65 1,010.10 6,655.51 87.96
(c) Transfer to Investment Reserve ............. — 6.70 147.23 1.95
(d) Transfer to Investment Fluctuation
RESEIVE ...t — 539.06 — 0
(e) Dividend paid.........cccoeerverninninienn 5,488.10 6,223.99 4,633.92 61.24
(f) Tax on dividend paid...........c.cocerverinnnn. 1,117.38 1,279.65 952.52 12.59
Balance carried over to balance sheet.......... 103,695.29 107,427.75 (69,287.23) (915.71)
TOtAl oo 121,521.83 120,787.95 (56,898.06) (751.97)

Earnings (loss) per share (Rupees)
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Fiscal Year

2018 2019 2020 2020
(inUS.$
million, except
(in  million, except per share data) per share data)
BaSIC....veoeeeeeeeeeeeeeeeeeeeee e 18.46 7.40 (56.11) (0.74)
Y1 T =Y IR 18.09 7.33 (56.11) (0.74)

Summary Consolidated Balance Sheet Information

As of March 31,

2018 2019 2020 2020
(inUS$
(in T million) million)
Capital and liabilities
Capital ..o 4,605.93 4,630.07 25,100.94 33174
Reserves and surplus .........c.cccveevreiniens 252,919.14 264,244.04 191,848.66 2,535.50
DEPOSIES ..veveevereerieeeerirircreereeeee e 2,006,886.04 2,275,579.03 1,053,111.68 13,918.08
BOITOWINGS ...vvveeriiicieieieiees e 748,935.81 1,084,241.09 1,137,905.03 15,038.72
Other liabilities and provisions ................... 111,149.62 179,901.87 170,355.33 2,251.44
TOtal .o 3,124,496.54 3,808,596.10 2,578,321.64 34,075.49
Assets
Cash and balances with the Reserve Bank
of India ...ooviiiiee 114,257.49 107,977.37 59,436.55 785.52
Balances with banks and money at call and 328.65
ShOIt NOLICE v 133,280.68 161,871.94 24,867.03
INVESIMENTS ...ooveiiiiiiceee 682,934.39 893,285.33 437,478.03 5,781.78
AQVANCES ... 2,035,188.25 2,413,971.85 1,714,330.90 22,656.85
FixXed aSSEtS ..ovvvvureeeriririiieiceeeeisisisi s 8,372.96 8,298.87 10,233.84 135.25
Other @SSELS ....covevrveirieirieesieeee s 150,462.77 223,190.74 331,975.29 4,387.44
TOtAl o 3,124,496.54 3,808,596.10 2,578,321.64 34,075.49
Contingent liabilities .......c.cccovvvrvreeerernnene 5,818,302.70 6,541,617.39 4,585,275.34 60,599.69
Bills for collection ...........ccccoveneiciiiiennne 19,355.64 50,592.37 51,201.93 676.69

Summary Consolidated Cash Flow Information

Fiscal Year

2018 2019 2020 2020
Article I.
(in T million) in U.S.$ million)
Net Cash from/(used in) operating
ACHIVITIES .vovveve e (218,104.44) (245,733.01) (577,212.21) (7,628.52)
Net Cash from/(used in) investing activities (87,448.96) (62,936.89) 141,919.32 1,875.63
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Net Cash from/(used in) financing
ACHIVITIES .o

Effect of exchange fluctuation on
translation reserve .........cooevvvnccnenne,

Net increase / (decrease) in cash and cash
EQUIVAIENTS.......vevviieicice e

Cash and cash equivalents at the beginning
of the period ........cccoeveveieiiiiiccces

Cash and cash equivalents at the end of the
PEIIOU .o

Fiscal Year

The following table sets forth the reconciliation of cost income ratio:

Total INCOME (A)..ecvvvveeiieiicieireere e
Less interest expended (B) ........ccccoevvrevreennnes
Operating Revenue (C=A+B).......ccccovevreienennn
Operating expenses (D) ......ccocveerrererecreeienennes
Cost to Income ratio (D/C*100).........cccvrveerenee

Note:

2018 2019 2020 2020
Article I.
(in ¥ million) in U.S.$ million)
357,479.19 330,393.23 250,383.09 3,309.10
65.80 587.81 (635.92) (8.40)
51,991.59 22,311.14 (185,545.72) (2,452.20)
195,546.58 247,538.17 269,849.31 3,566.37
247538.17 269,849.31 84,303.58 1,114.17
Fiscal Year
2018 2019 2020
(in T million)
........................ 255,617.50 342,992.80 295,931.16Y
........................ (125,294.30) (198,112.87) (192,580.60)
........................ 130,323.20 144,879.93 103,350.56
........................ 52,735.40 63,614.28 68,701.46
........................ 40.47 43.91 66.47

(1) This does not take into account the extraordinary income amounting to ¥84,150.00 million arising from the write down of the
Bank’s unsecured perpetual subordinated Basel III compliant additional Tier I bonds on March 14, 2020.

See also “Other Financial Information — Non GAAP Measures”.

Qualifications, Reservations and Adverse Remarks

The independent auditors’ examination report on the Restated Consolidated Financial Information and
Restated Standalone Financial Information, contained certain qualifications and emphasis of matter. See
“Independent Auditors” on page 418 of this Red Herring Prospectus and “Financial Statements” on page

264 of this Red Herring Prospectus.
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THE OFFER

The following table summarises the Offer:

Offer by way of a fresh issue® of Equity Shares Up to [e] Equity Shares, aggregating up to 150,000 million
Of which
Employee Reservation Portion Up to [e] Equity Shares, aggregating up to 2,000 million
Net Offer Up to [e] Equity Shares ¥ 148,000 million
The Net Offer consists of:
A) QIB Portion®® Not more than [e] Equity Shares
of which:
(i) Anchor Investor Portion Up to [e] Equity Shares
of which:
Available for allocation to Mutual Funds only [e] Equity Shares
Balance for all QIBs including Mutual Funds [e] Equity Shares

(ii) Net QIB Portion (assuming Anchor Investor|[e] Equity Shares
Portion is fully subscribed)

of which:
(@) Mutual Fund Portion [e] Equity Shares
(b) Balance for all QIBs including Mutual Funds | [e] Equity Shares
B) Non-Institutional Portion Not less than [e] Equity Shares
C) Retail Portion Not less than [e] Equity Shares
Pre and post Offer Equity Shares
Equity Shares outstanding prior to the Offer 12,550,472,231 Equity Shares
Equity Shares outstanding after the Offer [e] Equity Shares
Utilisation of Net Proceeds Please See “Objects of the Offer” beginning on page 118 for

information about the use of the Net Proceeds.

M

@

®

The Offer has been authorised by our Board pursuant to its resolutions dated January 10, 2020 and March 26, 2020,
and by our Shareholders pursuant to their resolutions dated February 7, 2020 and May 22, 2020.

Our Bank may, in consultation with the BRLMSs, allocate up to 60% of the QIB Portion to Anchor Investors on a
discretionary basis. The QIB Portion will accordingly be reduced for the Equity Shares allocated to Anchor Investors.
One-third of the Anchor Investor Portion shall be reserved for domestic Mutual Funds, subject to valid Bids being
received from domestic Mutual Funds at or above the Anchor Investor Allocation Price. In the event of under-
subscription in the Anchor Investor Portion, the remaining Equity Shares shall be added to the Net QIB Portion. 5% of
the Net QIB Portion shall be available for allocation on a proportionate basis to Mutual Funds only, and the remainder
of the Net QIB Portion shall be available for allocation on a proportionate basis to all QIB Bidders (other than Anchor
Investors), including Mutual Funds, subject to valid Bids being received at or above the Offer Price. In the event the
aggregate demand from Mutual Funds is less than as specified above, the balance Equity Shares available for
Allotment in the Mutual Fund Portion will be added to the QIB Portion and allocated proportionately to the QIB
Bidders (other than Anchor Investors) in proportion to their Bids. For details, see “Offer Procedure” on page 520.
Under-subscription, if any, in the Net QIB Portion would not be allowed to be met with spill-over from other categories
or a combination of categories. Subject to valid Bids being received at or above the Offer Price, under-subscription, if
any, in the Non-Institutional Portion, Employee Reservation Portion, and Retail Portion, would be allowed to be met
with spill over from any other category or combination of categories at the discretion of our Bank, in consultation with
the BRLMs and the Designated Stock Exchange. In the event of under-subscription in the Employee Reservation
Portion (if any), the unsubscribed portion will be available for allocation and Allotment, proportionately to all Eligible
Employees who have Bid in excess of T 200,000, subject to the maximum value of Allotment made to each such Eligible
Employee not exceeding < 500,000.

Allocation to all categories, except the Anchor Investor Portion and the Retail Portion, shall be made on a
proportionate basis, subject to valid Bids received at or above the Offer Price. The allocation to each Retail
Individual Bidder shall not be less than the minimum Bid Lot, subject to availability of Equity Shares in
Retail Portion, and the remaining available Equity Shares, if any, shall be Allocated on a proportionate
basis. For further details, see “Offer Procedure” beginning on page 520 and “Terms of the Offer” on page
511.
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GENERAL INFORMATION

Our Bank was incorporated on November 21, 2003, in Mumbai, under the Companies Act, 1956 and a
certificate of incorporation was granted to our Bank by the Registrar of Companies, Maharashtra at Mumbai. A
certificate of commencement of business dated January 21, 2004 was issued to our Bank by the Registrar of
Companies, Maharashtra at Mumbai. Our Bank is a scheduled commercial bank within the meaning of the RBI
Act, and received a license to commence banking operations in India from the RBI on May 24, 2004. Further,
the RBI by its letter dated September 2, 2004, included our Bank in the second schedule of the RBI Act with
effect from August 21, 2004 and a corresponding notification was published in the Official Gazette of India
(Part 111 — Section 4) on August 16, 2004. For details of change in the registered office of our Bank, see “History
and Certain Corporate Matters” on page 232.

Registered and Corporate Office, Corporate Identity Number and Registration Number of our Bank

YES Bank Limited

YES Bank Tower, IFC -2, 15" Floor,
Senapati Bapat Marg,

Elphinstone (W), Mumbai 400 013,
Maharashtra, India

Tel: +91 22 3366 9000

E-mail: shareholders@yesbank.in
Website: www.yesbank.in

CIN: L65190MH2003PLC143249
Registration Number: 143249

Address of the RoC
Our Bank is registered with the RoC, which is situated at the following address:

Registrar of Companies
100, Everest,

Marine Drive,
Mumbai — 400002,
India.

Board of Directors

The following table sets out the details of our Board as on the date of this Red Herring Prospectus:

Name Designation DIN Address
Sunil Mehta Non-Executive Chairman 00065343 203-A, Vivarea, Sane Guruji Marg,
Mahalaxmi East, Mumbai — 400011
Prashant Kumar Managing Director and Chief | 07562475 A-22, Sterling Apartment, Sterling
Executive Officer CHSL 38, Peddar Road, (Opp. SBI
Peddar Road Branch), Mumbai —
400026
Mahesh Krishnamurti Non-Executive Director 02205868 22A, Tahnee Heights, Napean Sea
Road, Mumbai - 400006
Atul Chunilal Bheda Non-Executive Director 03502424 301/7, Shanta Bhuvan, Post Office
Lane, Wadala, Mumbai — 400031
Rama Subramaniam Additional Director 03341633 E-2501, GCORP ICON North,
Gandhi Thanisandra Main Road, Nagawara,
Bangalore 560077
Ananth Narayan Additional Director 05250681 801, Golden Peak, Dr. Ambedkar
Gopalakrishnan Road, Khar West, Mumbai - 400052
Partha Pratim Sengupta Non-Executive Director — 08273324 D/03 - Kinellan Towers, 100-A,
Nominee Director of State Nepean Sea Road, Mumbai - 400006
Bank of India
Swaminathan Non-Executive Director — 08516241 A-1, SBI Executive Enclave Road
Janakiraman Nominee Director of State No. 5, Banjara Hills, Khairatabad,
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Name DIN Address

Hyderabad, Telangana — 500034

Designation
Bank of India

For further details in relation to our Directors, please see “Our Management” on page 243.
Company Secretary and Compliance Officer

Shivanand R. Shettigar

YES Bank Tower,

IFC -2, 15th Floor, Senapati Bapat Marg,
Elphinstone (W), Mumbai 400 013
Mabharashtra, India

Tel: +91 (22) 3366 9000/ +91 (22) 3347 8301
E-mail: shareholders@yesbank.in

Investor Grievances

Bidders can contact the Company Secretary and Compliance Officer and/or the Registrar to the Offer in case of
any pre-Offer or post-Offer related problems such as non-receipt of Allotment Advice, non-credit of Allotted
Equity Shares in the respective beneficiary account, non-receipt of refund orders or non-receipt of funds by
electronic mode, etc. For all Offer related queries and for redressal of complaints, Bidders may also write to the

BRLMs. For further details, please see “Offer Procedure”.

Book Running Lead Managers to the Offer

Kotak Mahindra Capital Company Limited
1st Floor, 27 BKC, Plot No. 27, ‘G’ Block
Bandra Kurla Complex, Bandra (East)
Mumbai 400 051

Maharashtra, India

Tel: +91 22 4336 0000

E-mail: yeshank.fpo@kotak.com

Investor grievance e-mail: kmccredressal@kotak.com
Contact person: Mr. Ganesh Rane

Website: www.investmentbank.kotak.com
SEBI registration number: INM000008704

Axis Capital Limited

1st floor, Axis House

C-2 Wadia International Centre

Pandurang Budhkar Marg

Mumbai 400 025

Tel.: +91 22 43252183

E-mail: yesbank.fpo@axiscap.in

Investor grievance e-mail: complaints@axiscap.in
Contact person: Mr. Ankit Bhatia

Website: www.axiscapital.co.in

SEBI registration number: INM000012029

DSP Merrill Lynch Limited

Ground Floor, “A” Wing, One BKC, “G” Block
Bandra Kurla Complex

Bandra (East), Mumbai 400 051

Maharashtra, India

Tel: +9122 6632 8000

E-mail: dg.india_merchantbanking@bofa.com
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SBI Capital Markets Limited*

202, Maker Tower ‘E’

Cuffe Parade

Mumbai 400 005

Maharashtra, India

Tel: +91 22 2217 8300

E-mail: ybl.fpo@sbicaps.com

Investor grievance e-mail:
investor.relations@sbicaps.com

Contact person: Mr. Sambit Rath / Mr. Janardhan
Wagle

Website: www.shicaps.com

SEBI registration number: INM000003531

Citigroup Global Markets India Private Limited
1202, 12th Floor, First International Financial Centre
G-Block, C54 & 55, Bandra Kurla Complex, Bandra
(East)

Mumbai 400 098

Mabharashtra, India

Tel: +91 22 6175 9999

E-mail: yesbank.fpo@citi.com

Investor grievance e-mail: investors.cgmib@citi.com
Contact person: Mr. Paritosh Bhandari
Website:www.online.citibank.co.in/rhtm/citigroupglob
alscreenl.htm

SEBI registration number: INM000010718

HSBC Securities and Capital Markets
(India) Private Limited

52/60, Mahatma Gandhi Road,

Fort, Mumbai-400001, Maharashtra, India
Tel: +91 22 2268 5555

E-mail: yeshankfpo@hsbc.co.in

Investor grievance e-mail:


mailto:shareholders@yesbank.in

Investor grievance e-mail: dg.ybl_fpo@bofa.com
Contact person: Mr. Vivek Arora

Website: www.ml-india.com

SEBI registration number: INM000011625

ICICI Securities Limited

ICICI Centre, H.T. Parekh Marg Churchgate, Mumbai
—400 020

Tel: +91 22 2288 2460

E-mail: ybl.fpo@icicisecurities.com

Investor grievance e-mail id:

investorgrievance@hsbc.co.in

Contact person: Ms. Sanjana Maniar / Mr. Dhananjay
Sureka

Website:www.business.hsbc.co.in/en-
gb/in/generic/ipo-open-offer-and-buyback

SEBI registration no.: INM000010353

YES Securities (India) Limited*

Unit No. 602 A, 6th Floor, Tower 1 & 2, IFC Senapati
Bapat Marg, Elphinstone Road, Mumbai- 400 013

Tel: +91 22 3012 6919

Email: ybl.fpo@ysil.in

Investor Grievance e-mail: igc@ysil.in

customercare@icicisecurities.com
Contact person: Shekher Asnani/ Rishi Tiwari
Website: www.icicisecurities.com

SEBI registration number: INM000011179

Contact Person: Mukesh Garg
Website: www.yesinvest.in
SEBI registration number: INM000012227

*In compliance with the proviso to Regulation 21A(1) of the Securities and Exchange Board of India (Merchant Bankers) Regulations,
1992, as amended, read with proviso to Regulation 121 (3) of the SEBI ICDR Regulations, SBI Capital Markets Limited and YES Securities
(India) Limited will be involved only in marketing of the Offer.

Inter-se Allocation of Responsibilities among the BRLMs

The following table sets forth the inter-se allocation of responsibilities for various activities among the BRLMs

for the Offer:
Sr. Activity Responsibility | Co-
No. ordination
1. | Capital structuring, positioning strategy and due diligence of the | KMCC, Axis, | KMCC
Company including its operations/management/business plans/legal | Citi, BoFA,
etc. Drafting and design of the Red Herring Prospectus, Prospectus, | HSBC, I-Sec
abridged prospectus and application form. The BRLMs shall ensure
compliance with stipulated requirements and completion of prescribed
formalities with the Stock Exchanges, RoC and SEBI including
finalization of Prospectus and RoC filing.
2. | Drafting and approval of statutory advertisements. KMCC, Axis, | KMCC
Citi, BoFA,
HSBC, I-Sec
3. Drafting and approval of all publicity material other than statutory | KMCC, Axis, | Citi
advertisement as mentioned above including corporate advertising, | Citi,  BoFA,
brochure, etc. and filing of media compliance report. HSBC, I-Sec
4. | Appointment of intermediaries viz., Registrar's, Printers, Advertising | KMCC, Axis, | HSBC
Agency, Syndicate, Sponsor Bank, Bankers to the Issue and other | Citi, BoOFA,
intermediaries, including coordination of all agreements to be entered | HSBC, I-Sec
into with such intermediaries.
5. Preparation of road show marketing presentation and frequently asked | KMCC, Axis, | BoFA
guestions. Citi, BoFA,
HSBC,
SBICAP,
YSIL, I-Sec
6. International institutional marketing strategy of the Offer. KMCC, Axis, | Citi
Citi, BoFA,
HSBC,
SBICAP,
YSIL, I-Sec
7. | Coordination and execution of international institutional marketing of | KMCC, Axis, | HSBC
the Offer, finalizing the list and division of international investors for | Citi, BoFA,
one-to-one meetings; and finalizing international road show and | HSBC,
investor meeting schedule. SBICAP,
YSIL, I-Sec
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Sr. Activity Responsibility | Co-
No. ordination
8. Domestic institutional marketing of the Offer, which will cover, inter | KMCC, AXxis, | SBICAP
alia: Citi, BoOFA,
e Institutional marketing strategy; HSBC,
e Finalizing the list and division of domestic investors for one-to- | SBICAP,
one meetings; and YSIL, I-Sec
e Finalizing domestic road show and investor meeting schedule.
9. Retail marketing of the Offer, which will cover, inter alia: KMCC, Axis, | Axis
e Formulating marketing strategies, preparation of publicity budget; | Citi, ~ BoFA,
e  Finalizing media, marketing and public relations strategy; HSBC,
e Finalizing centres for holding conferences for brokers, etc.; SBICAP,
e Finalizing collection centres YSIL, I-Sec
e Finalizing and coordinating execution of the underwriting
agreement
e  Follow-up on distribution of publicity and offer material including
form, Prospectus and deciding on the quantum of the offer
material.
10. | Assist in non-institutional marketing of the Offer, which will cover, | KMCC, Axis, | Yes
inter alia: Citi, BOFA, | Securities
e Finalizing media, marketing and public relations strategy; and HSBC,
e  Finalizing centres for holding conferences for brokers, etc. SBICAP,
YSIL, I-Sec
11. | Managing the book and finalization of pricing in consultation with the | KMCC, Axis, | BoFA
Bank. Citi, BoFA,
HSBC, I-Sec
12. | Assist in coordination with Stock-Exchanges for book building | KMCC, Axis, | I-Sec
software, bidding terminals, mock trading, anchor coordination and | Citi, = BoFA,
intimation of anchor allocation. HSBC, I-Sec
13. | Coordination with the Designated Stock Exchange for payment of 1% | KMCC, Axis, | Axis
security deposit and release of the security deposit post closure of the | Citi,  BoFA,
issue; and HSBC, I-Sec

Post- Offer activities, which shall involve essential follow-up with
bankers to the Offer and SCSBs to get quick estimates of collection and
advising our Company about the closure of the Offer, based on correct
figures, finalization of the basis of allotment or weeding out of multiple
applications, listing of instruments, dispatch of certificates or demat
credit and refunds and coordination with various agencies connected
with the post-Offer activity such as Registrar to the Offer, Bankers to
the Offer, Sponsor Bank, SCSBs including responsibility for
underwriting arrangements, as applicable.

Legal Counsel to the Bank as to Indian Law

AZB & Partners

AZB House, Peninsula Corporate Park
Ganpatrao Kadam Marg, Lower Parel
Mumbai 400 013

Maharashtra

Tel: +91 22 6639 6880

Legal Counsel to the Book Running Lead Managers as to Indian law

IndusLaw

#1502B, 15" Floor, Tower — 1C,

“One Indiabulls Centre”, Senapati Bapat Marg,
Lower Parel, Mumbai — 400013

Tel: +91 22 4920 7200
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International Legal Counsel to the Book Running Lead Managers

Linklaters Singapore Pte. Ltd.
One George Street, #17-01
Singapore 049145

Tel: +65 6692 5700

Statutory Independent Auditors of our Bank

B SR & Co. LLP, Chartered Accountants

5th Floor, Lodha Excelus

Apollo Mills Compound, N M Joshi Marg Mahalakshmi,
Mumbai - 400 011 Maharashtra, India

Tel: +91 22 3989 6000

E-mail: vv@bsraffiliates.com

Firm Registration Number: 101248W/W-100022
Contact Person: Venkataramanan Vishwanath

Peer Review Certificate Number: 011748

Changes in auditors

There has been no change in the Statutory Auditors of our Bank during the three years immediately preceding
the date of this Red Herring Prospectus. The term of the current Statutory Auditors, being B S R & Co. LLP,
Chartered Accountants, is valid till the next AGM of the Bank.

Registrar to the Offer
KFIN Technologies Private Limited

Plot No 31 and 32, Tower B, Karvy Selenium
Gachibowli, Hyderabad 500032

Tel: +91 40 67162222

E-mail: einward.ris@kfintech.com

Investor Grievance E-Mail: einward.ris@kfintech.com
Website: www.kfintech.com

Contact Person: Ms. Shobha Anand / Mr. Sridhar B
SEBI registration number: INR000000221

Syndicate Members

Investec Capital Services (India) Private Limited
1103-04, 11th Floor, B Wing, Parinee Crescenzo,
Bandra Kurla Complex, Mumbai - 400051

Tel: +91 22 68497400

E-mail: suhani.bhareja@investec.co.in

Website: https://www.investec.com/india.html
Contact person: Ms. Suhani Bhareja

SEBI registration no: INZ000007138

Kotak Securities Limited

4th Floor, 12BKC

G Block, Bandra Kurla Complex
Bandra (East), Mumbai 400 051

Tel: +91 22 6218 5470

E-mail: umesh.gupta@kotak.com
Website: www.kotak.com

Contact person: Umesh Gupta

SEBI registration no.: INZ000200137
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SBICAP Securities Limited

Marathon Futurex, 12th Floor A & B-Wing

N. M. Joshi Marg Lower Parel Mumbai 400 013
Maharashtra, India

Tel: +91 22 4227 3300

E-mail: archana.dedhia@sbicapsec.com
Website: www.sbismart.com

Contact person: Ms. Archana Dedhia

SEBI registration no.: INZ000200032

Escrow Collection Bank /Refund Bank /Public Offer Account Bank

YES Bank Limited

YES Bank Tower, IFC -2, 7" Floor,

Senapati Bapat Marg,

Elphinstone (W), Mumbai 400 013,

Maharashtra, India

Tel: +91 9099055995 / +91 9711436027

E-mail: dIbtiservices@yesbank.in

Website: www.yeshank.in

Contact person: Mr. Anil Santwani / Mr. Rakesh Prabhakar
SEBI registration no.: INBI00000935

Sponsor Bank

Kotak Mahindra Bank Limited

2" Floor, 27 BKC, Plot No. C-27, “G” Block,

Bandra Kurla Complex, Bandra (East), Mumbai 400 051
Tel: +91 22 66056587

E-mail: cmsipo@Kkotak.com; meghana.avala@kotak.com
Website: www.kotak.com

Contact person: Mr. Prashant Sawant

SEBI registration no.: INBI00000927

Designated Intermediaries
SCSBs enabled for UPI Mechanism

In accordance with the 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 and circular no
(SEBI/HO/CFD/DIL2/CIR/P/2020/50) dated March 30, 2020, RIBs Bidding via UPI Mechanism may apply
through the SCSBs and mobile applications, whose names appear on the website of SEBI
(https://www.sebi.gov.in/sebiweb/other/OtherAction.do?doRecognisedFpi=yes&intmld=40), as updated from
time to time. A list of SCSBs and mobile applications, which are live for applying in public issues using UPI
mechanism is provided as ‘Annexure A’ to the above-mentioned SEBI circular, bearing number
SEBI/HO/CFD/DIL2/CIR/P/2019/85 dated July 26, 2019.

Self-Certified Syndicate Banks

The list of SCSBs notified by SEBI for the ASBA process is available on the SEBI website at
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. A list of the Designated SCSB Branches with which an ASBA Bidder,
not Bidding through Syndicate/Sub Syndicate or through a Registered Broker, may submit the ASBA Forms, is
available at the above mentioned link, and at such other websites as may be prescribed by SEBI from time to
time.

Further, the branches of the SCSBs where the Designated Intermediaries could submit the ASBA Form is

provided on the website of SEBI at https://www.sebi.gov.in/sebiweb/other/OtherAction.do?doRecognised=yes
and updated from time to time or at such other website as may be prescribed by SEBI from time to time.
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Syndicate SCSB Branches

In relation to Bids (other than Bids by Anchor Investors) submitted under the ASBA process to a member of the
Syndicate, the list of branches of the SCSBs at the Specified Locations named by the respective SCSBs to
receive deposits of Bid cum Application Forms from the members of the Syndicate is available on the website
of the SEBI at http://www.sebi.gov.in/sebiweb/other/OtherAction.do?doRecognised=yes and updated from time
to time or any such other website as may be prescribed by SEBI from time to time. For more information on
such branches collecting Bid cum Application Forms from the Syndicate at Specified Locations, see the website
of the SEBI at http://www.sebi.gov.in/sebiweb/other/OtherAction.do?doRecognised=yes or any such other
website as may be prescribed by SEBI from time to time.

Registered Brokers

The list of the Registered Brokers eligible to accept ASBA Forms, including details such as postal address,
telephone number and e-mail address, is provided on the websites of the BSE and the NSE at
http://www.bseindia.com/Markets/Publiclssues/brokercentres_new.aspx? and
https://www.nseindia.com/products/content/equities/ipos/ipo_mem_terminal.htm, respectively, as updated from
time to time.

Registrar and Share Transfer Agents

The list of the RTAs eligible to accept ASBA Forms at the Designated RTA Locations, including details such as
address, telephone number and e-mail address, is provided on the websites of Stock Exchanges at
http://www.bseindia.com/Static/Markets/Publiclssues/RtaDp.aspx? and http://www.nseindia.com/products/conte
nt/equities/ipos/asba_procedures.htm, respectively, as updated from time to time.

Collecting Depository Participants

The list of the CDPs eligible to accept ASBA Forms at the Designated CDP Locations, including details such as
name and contact details, is provided on the websites of BSE at
http://www.bseindia.com/Static/Markets/Publiclssues/RtaDp.aspx? and on the website of NSE at
http://www.nseindia.com/products/content/equities/ipos/asba_procedures.htm, as updated from time to time.
Monitoring Agency

In terms of the proviso to Regulation 137(1) of the SEBI ICDR Regulations, our Bank is not required to appoint
a monitoring agency for this Offer.

Appraising Entity

None of the objects of the Offer for which the Net Proceeds will be utilised have been apprised by any agency.
Credit Rating

As this is an offer of Equity Shares, there is no credit rating for the Offer.

FPO Grading

No credit rating agency registered with SEBI has been appointed for grading the Offer.

Trustees

As this is an offer of Equity Shares, no trustee has been appointed for the Offer.

Filing

This Red Herring Prospectus has been filed with SEBI through the SEBI Intermediary Portal at

https://siportal.sebi.gov.in, in accordance with SEBI circular bearing reference
SEBI/HO/CFD/DIL1/CIR/P/2018/011 dated January 19, 2018.
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This Red Herring Prospectus has been filed with the Stock Exchanges through electronic mail.

This Red Herring Prospectus, along with the documents, has been filed with the RoC, in accordance with
Section 32 of the Companies Act, and a copy of the Prospectus required to be filed under Section 26 of the
Companies  Act, will be filed with the RoC through the electronic portal at
http://www.mca.gov.in/mcafoportal/loginvalidateuser.do.

Book Building Process

The book building process, in the context of the Offer, refers to the process of collection of Bids from Bidders
on the basis of this Red Herring Prospectus and the Bid cum Application Form within the Price Band, which
will be decided by the Bank, in consultation with the BRLMs, and advertised in all editions of Financial
Express, all editions of Jansatta and in the Maharashtra edition of Tarun Bharat (which are English, Hindi and
Marathi newspapers, respectively, Marathi also being the regional language of Maharashtra, wherein the
registered and corporate office of our Bank is located), at least one Working Day prior to the Bid/Offer Opening
Date and shall be made available to the Stock Exchanges for the purpose of uploading on their respective
websites. The Offer Price shall be determined by the Bank, in consultation with the BRLMs after the Bid/ Offer
Closing Date, on the basis of assessment of market demand for the Equity Shares offered by way of the Book
Building Process. Additionally, Bidders may be guided in the meantime by the secondary market prices.

Bidders (other than Anchor Investors and RIBs bidding using the UPI Mechanism) must compulsorily
use the ASBA process to participate in the Offer. Anchor Investors are not permitted to participate in this
Offer through the ASBA process. The RIBs can additionally Bid through the UPI Mechanism.

The process of book building under the SEBI ICDR Regulations and the bidding process are subject to change
from time to time and Bidders are advised to make their own judgment about investment through this process
prior to submitting a Bid in the Offer.

Bidders should note that the Offer is also subject to obtaining final listing and trading approvals from the Stock
Exchanges, which the Bank shall apply for after Allotment.

For further details on the method and procedure for Bidding, see “Offer Procedure” on page 520.
Underwriting Agreements

Underwriting Agreement between our Bank, SBICAP and the Registrar dated July 7. 2020 (“First
Underwriting Agreement”)

The Bank has entered into the First Underwriting Agreement dated July 7, 2020 with SBICAP and the Registrar,
pursuant to which, SBICAP has agreed to underwrite for the maximum amount specified below, at a price equal
to the lowest end of the Price Band, on the terms and conditions set out under the First Underwriting
Agreement:

Amount
Name, address, telephone number and e-mail address underwritten
(X in millions)
SBI Capital Markets Limited 30,000

202, Maker Tower ‘E’

Cuffe Parade

Mumbai 400 005
Maharashtra, India

Tel: +91 22 2217 8300
E-mail: ybl.fpo@sbicaps.com

Underwriting Agreement to be executed between our Bank and the Underwriters after determination of the
Offer Price but prior to, or as of, the date of the Prospectus (“Second Underwriting Agreement”)

The Second Underwriting Agreement has not been executed as on the date of this Red Herring Prospectus and
our Bank will enter into the Second Underwriting Agreement with the Underwriters for the Equity Shares
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proposed to be offered through the Offer, at any time after determination of the Offer Price but prior to, or as of,
the date of the Prospectus. The extent of underwriting obligations and the Bids to be underwritten by each
Underwriter pursuant to the Second Underwriting Agreement shall be as per the terms of the Second
Underwriting Agreement. Pursuant to the terms of the Second Underwriting Agreement, the obligations of the
Underwriters will be several and will be subject to certain terms and conditions specified therein.

The Underwriters have indicated their intention to underwrite the following number of Equity Shares:

(This portion has been intentionally left blank and will be completed before filing the Prospectus with the RoC.)

Amount
underwritten
(X in millions)

Name, address, telephone number and e-mail | Indicative number of Equity Shares
address of the Underwriters to be underwritten

[e] [e] [e]

The above-mentioned underwriting commitment in relation to the Second Underwriting Agreement is provided
for indicative purposes only and will be finalised after determination of the Offer Price and Basis of Allotment
and subject to the provisions of the SEBI ICDR Regulations. As regards the Second Underwriting Agreement,
Allocation among the Underwriters may not necessarily be in proportion to their underwriting commitment as
set forth in the table above.

Notwithstanding the above table, each of the Underwriters shall be severally responsible for ensuring payment
with respect to the Equity Shares allocated to Bidders procured by them, in accordance with the Second
Underwriting Agreement.

In the opinion of the Board of Directors, the resources of the Underwriters are sufficient to enable them to
discharge their respective underwriting obligations in full. The Underwriters are registered with SEBI under
Section 12(1) of the SEBI Act or registered as brokers with the Stock Exchange(s). The Capital Raising
Committee, at its meeting held on July 7, 2020 has approved the First Underwriting Agreement, pursuant to
which the First Underwriting Agreement was executed on July 7, 2020. Further, the Board of Directors / Capital
Raising Committee, at its meeting held on [e], 2020 has approved the Second Underwriting Agreement,
pursuant to which the Second Underwriting Agreement was executed on [e], 2020.
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CAPITAL STRUCTURE

The share capital of our Bank, as of the date of this Red Herring Prospectus, before and duly adjusted for the

Offer, is set forth below:

(in %, except share data)

Aggregate nominal value | Aggregate value
(in %) at Offer Price @
1 |AUTHORISED SHARE CAPITAL
30,000,000,000 Equity Shares of face value X2 each 60,000,000,000 N.A.
20,000,000 Preference Shares of face value 2100 each 2,000,000,000 N.A.
2 |ISSUED, SUBSCRIBED AND PAID-UP CAPITAL BEFORE
THE OFFER
12,550,472,231 Equity Shares of face value 2 each 25,100,944,462 N.A.
3 |PRESENT OFFER®
Up to [e] Equity Shares of face value 22 each at a price of T [e]® [*1| 150,000,000,000
per Equity Share
Which includes:
Employee Reservation Portion of up to [e] Equity Shares [e] 2,000,000,000
Net Offer of up to [e] Equity Shares [e]]| 148,000,000,000
4 |ISSUED, SUBSCRIBED AND PAID-UP CAPITAL AFTER
THE OFFER @
[e] Equity Shares of 2 each fully paid-up [e] N.A.
SECURITIES PREMIUM ACCOUNT
Before the Offer 199,155,980,000
After the Offer [e]

@ To be included upon finalization of the Offer Price.

@ The Offer has been authorised by our Board pursuant to its resolutions dated January 10, 2020 and March 26, 2020,
and by our Shareholders pursuant to their resolutions dated February 7, 2020, 2020 and May 22, 2020 passed by way
of postal ballot.

®  Assuming full subscription to the Offer.

Details of changes to our Bank’s authorised share capital in the last 10 years:

Particulars

The authorized capital of the Bank was increased from X 4,000,000,000
divided into 400,000,000 Equity Shares to % 6,000,000,000 divided into

The authorised share capital of our Bank was increased and re-classified
from X 6,000,000,000 divided into 600,000,000 Equity Shares of face value
of T 10 to X 8,000,000,000 divided into 600,000,000 Equity Shares of face
value of % 10 each and 20,000,000 preference shares of face value of ¥ 100

The authorised share capital of our Bank was altered from X 8,000,000,000
divided into 600,000,000 Equity Shares of face value of ¥ 10 each and
20,000,000 preference shares of face value of 2100 each to %8,000,000,000
divided into 3,000,000,000 Equity Shares of face value of ¥ 2 each and

of our Bank was increased from
%8,000,000,000 divided into 3,000,000,000 Equity Shares of face value of %
2 each and 20,000,000 preference shares of face value of X 100 each to %
11,000,000,000 divided into 4,500,000,000 Equity Shares of face value of %
2 each and 20,000,000 preference shares of face value of X 100 each.

Pursuant to the Reconstruction Scheme, the authorised share capital of our
Bank was altered from X 11,000,000,000 divided into 4,500,000,000 Equity
Shares of face value of ¥ 2 each and 20,000,000 preference shares of face
value of 100 each to ¥ 62,000,000,000 divided into 30,000,000,000 Equity
Shares of face value of ¥ 2 each and 20,000,000 preference shares of face

S No. Date of shareholder’s
resolution
1. June 28, 2011
600,000,000 Equity Shares of 210 each
2. June 4, 2016
each.
3. September 8, 2017
20,000,000 preference shares of face value of X 100 each.
4. February 7, 2020 The authorised share capital
5. March 13, 2020*
value of % 100 each.

*Pursuant to the Reconstruction Scheme approved by the Central Government vide notification dated March 13, 2020
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Notes to the Capital Structure

1. Our Bank has not issued any Equity Shares or preference shares for consideration other than cash or out of
revaluation of reserves at any time since incorporation.

2. Our Bank has not issued or allotted any Equity Shares pursuant to schemes of arrangement approved under
Sections 391 -394 of the erstwhile Companies Act, 1956 or Sections 230-234 of the Companies Act, 2013.

3. Except as disclosed below, our Bank has not issued any Equity Shares at a price that may be lower than the
Offer Price during a period of one year preceding the date of this Red Herring Prospectus:

Date of Number of Face Offer Form of Reasons/nature for allotment
allotment Equity Shares | value price consideration
allotted ® per
equity
share
®)
August 10, 211,600 2 76.81 Cash Allotment pursuant to exercise of
2019 ESoPst)
August 15, 231,055,018 2 83.55 Cash Qualified institutions placement®
2019
September 16, 22,300 2 55.77 Cash Allotment pursuant to exercise of
2019 ESOPs®
November 13, 140,000 2 53.88 Cash Allotment pursuant to exercise of
2019 ESOPs®
March 14, 2020 10,000,000,000 2 10 Cash Allotment pursuant to Reconstruction

Scheme®

()
@
®
©
®)

4.

Allotment of 211,600 Equity Shares to 3 eligible employees of our Bank.

Allotment of 231,055,018 Equity Shares to 41 QIBs.

Allotment of 22,300 Equity Shares to 3 eligible employees of our Bank.

Allotment of 140,000 Equity Shares to 2 eligible employees of our Bank.

Allotment of (i) 6,050,000,000 Equity Shares to State Bank of India, (ii) 1,000,000,000 Equity Shares to Housing
Development Finance Corporation, (iii) 1,000,000,000 Equity Shares to ICICI Bank Limited, (iv) 600,000,000 Equity
Shares to Axis Bank Limited, (v) 500,000,000 Equity Shares to Kotak Mahindra Bank Limited, (vi)300,000,000 Equity
Shares to The Federal Bank Limited, (vii) 3000,000,000 Equity Shares to Bandhan Bank Limited, and (viii) 250,000,000
Equity Shares to IDFC First Bank Limited.

Other details of shareholding of our Bank

a) Ason the date of the filing of this Red Herring Prospectus, our Bank has 2,138,050 Shareholders.

b) Shareholding of our Directors and/or Key Management Personnel:

Except as set forth below, none of our Directors or Key Management Personnel hold any Equity Shares as on
the date of this Red Herring Prospectus:

Sr. Name of the Shareholder No. of Equity Shares Percentage of the pre- | Percentage of the post-
No. Offer equity share Offer equity share
capital (%) capital (%)
1. | Atul Chunilal Bheda 150 Negligible [e]
2. | Swaminathan Janakiraman 800 Negligible [e]
3. | Anurag Adlakha 15,000 Negligible [e]
4. | Shivanand R Shettigar 117,380 Negligible [e]
5. |Parag Gajendra Gorakshakar 16,000 Negligible [e]
6. |Prashant Kumar 40 Negligible [®]
7. | Ashish Agarwal 40,000 Negligible [e]
8. | Neeraj Dhawan 17,500 Negligible [e]
9. | Rajanish Prabhu 15,864 Negligible [e]
10. | Vinod Bahety 500 Negligible [e]
11. | Deodutta Raghunath Kurane 1,064,289 Negligible [e]
12. | Amit Sureka Negligible [®]
65,900
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Sr. Name of the Shareholder No. of Equity Shares Percentage of the pre- | Percentage of the post-
No. Offer equity share Offer equity share
capital (%) capital (%)
Total 1,353,423 Negligible [e]

c) Our Bank had made an initial public offer of Equity Shares in the year 2005.
5. Lock-in of Equity Shares Allotted to Anchor Investors

Any Equity Shares Allotted to Anchor Investors in the Anchor Investor Portion shall be locked in for a period of
30 days from the date of Allotment.

6. Recording on non-transferability of Equity Shares locked-in

As required under Regulation 118 of the SEBI ICDR Regulations, our Bank shall ensure that the details of the
Equity Shares locked-in are recorded by the relevant Depository.

7. Lock-in of Equity Shares pursuant to the Reconstruction Scheme

Pursuant to the Reconstruction Scheme, the following lock-in requirements have to be complied with by certain
Shareholders:

e SBI is required to hold at least 26% of the equity share capital of the Bank (for a period of three years
from the date of allotment of the Equity Shares pursuant to the Reconstruction Scheme, i.e. from March
14, 2020) and shall not hold more than 49% of the equity share capital of the Bank;

e Housing Development Finance Corporation Limited, ICICI Bank Limited, Axis Bank Limited, Kotak
Mahindra Bank Limited, The Federal Bank Limited, Bandhan Bank Limited and IDFC First Bank
Limited are subject to a three year lock-in for 75% of the Equity Shares allotted to them under the
Scheme from the commencement of the Reconstruction Scheme i.e. March 13, 2020;

e Existing shareholders (other than shareholders holding less than 100 Equity Shares) in the Bank as on

March 13, 2020 are subject to a lock in for 75% of their shareholding for a period of three years from
the commencement of the Scheme, i.e. from March 13, 2020.

For further details in relation to the Reconstruction Scheme, please see “History and Certain Corporate
Matters” on page 232.

8. Employee Stock Options Schemes

As on the date of this Red Herring Prospectus, 175,473,282 options have been granted, 97,519,577 options have
been vested, and 71,270,020 Equity Shares have been issued pursuant to exercise of options, by our Bank.

The details of Equity Shares issued under employee stock option schemes implemented by our Bank, aggregated
quarter-wise, are set forth in the below table:

Particulars April 1, 2019 — June | July 1, 2019 — October 1, 2019 — January 1,
30, 2019 September 30, 2019 December 31, 2019 2020 —
March 31,
2020

Total Number of Equity 3,857,024 387,150 140,000 -
Shares issued to
employees
Highest price at which 168.77 92.81 5451 -
Equity Shares were
issued

Lowest price at which 29.77 53.86 53.86 -
Equity Shares were
issued

YBL ESOP:
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Our Bank, pursuant to our Board resolutions dated January 22, 2007 and October 17, 2007 and our
shareholders’ resolution dated August 29, 2007 adopted YBL ESOP that came into effect from August 29, 2007.
YBL ESOP is administered by the Nomination and Remuneration Committee and our Bank is authorized to
grant, offer, issue, allot, in one or more tranches, up to 10 million options convertible into Equity Shares having
aggregate nominal face value of 100 million, on such terms and conditions as may be decided by the Board.

Grants under YBL ESOP has been discontinued, with effect from, June 12, 2018 pursuant to coming into effect
of YBL ESOS 2018. However, any options already granted under the abovementioned plan would be valid in
accordance with the terms & conditions mentioned in the plan.

YBL ESOP has the following sub-schemes:

i. JESOP 1V; and
ii. PESORP I.

As on the date of this Red Herring Prospectus, the details of options pursuant to JESOP 1V, are as follows:

Particulars Details
Fiscal 2018 Fiscal 2019 Fiscal 2020 April 1, 2020 —
date of this Red
Herring
Prospectus

Total options outstanding as at the 367,300 6,250 - -
beginning of the period

Total options granted - - - -
Options vested during the year - - - -
Options Exercised during the year 335,550 3,500 - -
Vesting period 3- 5 years 3- 5 years - -

Pricing formula

Refer Note 1

Refer Note 1

Refer Note 1

Refer Note 1

Exercise price of options in X (as on the
date of grant options)

Various dates —
ranging from

Various dates —
ranging from

24.12-49.86 24.12-49.86
Options forfeited/lapsed/cancelled 25,500 2,750 - -
Variation of terms of options N.A. N.A. N.A. N.A.
Money realized by exercise of options 12,108,830 80,290 - -
Total number of options outstanding at 6,250 - - -
the end of the period
Total options vested (excluding the 6,250 - - -
options that have been exercised)
Options exercised (since 2,824,490
implementation of the ESOP scheme)
The total number of Equity Shares
arising as a result of exercise of granted 2,824,490

options (including options that have
been exercised)

Employee wise details
granted to:

of options

Key managerial personnel

Please see “Total number of stock options that have been granted to Senior
Management Personnel / Key Managerial Personnel” on page 114.

Any other employee who receives a
grant in any one year of options
amounting to 5% or more of the options
granted during the year

Please see “Details of the employees who have received the grant of options
amounting to 5% or more of options granted” beginning on page 115.

Identified employees who were granted
options during any one year equal to or
exceeding 1% of the issued capital
(excluding outstanding warrants and
conversions) of the Bank at the time of
grant

Diluted earnings per share pursuant to
the issue of Equity Shares on exercise
of options in accordance with AS 25
‘Earnings Per Share’

18.06

7.38

(56.06)

N.A
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Particulars Details
Fiscal 2018 Fiscal 2019 Fiscal 2020 April 1, 2020 -
date of this Red
Herring
Prospectus
Where the Bank has calculated the | Our Bank has | Our Bank has | Our Bank has N.A.
employee compensation cost using the | charged Nil | charged Nil | charged Nil
intrinsic value of the stock options, the | amount,  being | amount, being the | amount, being the
difference, if any, between employee | the intrinsic | intrinsic value of | intrinsic value of
compensation cost so computed and the | value of the | the stock options | the stock options
employee compensation calculated on | stock options | granted for the | granted for the
the basis of fair value of the stock | granted for the | year ended March | year ended March
options and the impact of this | year ended | 31, 2019. Had the | 31, 2020. Had the
difference, on the profits of the Bank | March 31, 2018. | Bank adopted the | Bank adopted the
and on the earnings per share of the | Had the Bank | Fair Value | Fair Value method
Bank adopted the Fair | method (based on | (based on Black-
Value  method | Black-  Scholes | Scholes pricing
(based on Black- | pricing model), | model), for pricing
Scholes pricing | for pricing and | and accounting of
model), for | accounting of | options, net profit
pricing and | options, net profit | /loss after tax
accounting  of | after tax would | would have been
options, net | have been lower | lower by %505.40
profit after tax | by %375.18 | million the basic
would have been | million. the basic | earnings per share
lower by | earnings per share | would have been
%414.98 million, | would have been | (56.24) per share
the basic | 7.29 per share | instead of X
earnings per | instead of %7.45 | (56.07) per share;
share would | per share; and | and diluted
have been | diluted earnings | earnings per share
%18.24 per share | per share would | would have been
instead 0f 318.43 | have been %7.22 | %(56.24) per share
per share; and | per share instead | instead of ¥(56.06)
diluted earnings | of X7.38  per | per share.
per share would | share.
have been
%17.88 per share
instead of X18.06
per share.
Method and significant assumptions Particulars Fiscal 2018 Fiscal 2019 Fiscal 2020

used to estimate the fair value of
options granted during the year
including, weighted average
information, namely, risk-free interest
rate, expected life, expected volatility,
expected dividends, and the price of the
underlying share in the market at the
time of grant of option

Risk free interest
rate

6.29%-9.23%

6.29%-9.23%

6.29%-9.23%

underlying share
in the market at
the time of grant

Expected life 15years-7.5 | 1.5years-7.5years | 1.5years-7.5
years years

Expected 25.01%- 25.01%-48.72% 25.01%-

volatility 48.72% 48.72%

Expected 1.20% 1.20% 1.10%

dividends

The price of Various rates Various rates | Various rates

Impact on the profits and on the
Earnings Per Share of the last three
years if the accounting policies
specified in the Securities and
Exchange Board of India (Share Based
Employee Benefits) Regulations, 2014
had been followed, in respect of options
granted in the last three years

Intention of key managerial personnel
and whole-time directors who are

The KMP and whole-time directors who are holders of Equity Shares allotted on
exercise of options may sell such Equity Shares within three months after the
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Particulars

Details

Fiscal 2018 Fiscal 2019 Fiscal 2020 April 1, 2020 -
date of this Red
Herring

Prospectus

holders of Equity Shares allotted on
exercise of options to sell their shares
within three months after the listing of
Equity Shares pursuant to the Offer

listing of Equity Shares pursuant to the Offer.

Intention to sell Equity Shares arising
out of the ESOP scheme or allotted
under an ESOP scheme within three
months after the listing of Equity
Shares by directors, senior managerial
personnel and employees having Equity
Shares arising out of the ESOP scheme,
amounting to more than 1% of the
issued capital (excluding outstanding
warrants and conversions)

Directors, senior managerial personnel and employees having Equity Shares
arising out of the ESOP scheme, amounting to more than 1% of the issued capital
(excluding outstanding warrants and conversions), may sell the Equity Shares
arising out of the ESOP schemes or allotted under an ESOP scheme within three
months after the listing of Equity Shares.

Note 1: Being the closing price on the stock exchange with the highest trading volumes on the last working day prior to the

date of grant.

As on the date of this Red Herring Prospectus, the details of options pursuant to PESOP I, are as follows:

Particulars Details
Fiscal 2018 Fiscal 2019 Fiscal 2020 April 1, 2020 — date of
this Red Herring
Prospectus

Total options outstanding as at the 664,825 247,375 125,375 -
beginning of the period
Total options granted - - - -
Options vested during the year - - - -
Options Exercised during the year 263,450 122,000 125,375 -
Vesting period 1-5 years 1-5 years 1-5 years -
Pricing formula Refer Note 1 Refer Note 1 Refer Note 1 -
Exercise price of options in X (as on the ranges from ranges from X | ranges from -
date of grant options) 22.94-49.86 22.94-49.86 22.94-49.86
Options forfeited/lapsed/cancelled 154,000 - - -
Variation of terms of options N.A N.A N.A -
Money realized by exercise of options 9,188,143 3,415,088 3,732,414 -
Total number of options outstanding at 247,375 125,375 - -
the end of the period
Total options vested (excluding the 247,375 125,375 - -
options that have been exercised)
Options exercised (since 4,262,580
implementation of the ESOP scheme)
The total number of Equity Shares
arising as a result of exercise of granted 4,262,580

options (including options that have
been exercised)

Employee wise details
granted to:

of options

Key managerial personnel

Please see “Total number of stock options that have been granted to Senior
Management Personnel / Key Managerial Personnel” on page 114.

Any other employee who receives a
grant in any one year of options
amounting to 5% or more of the options
granted during the year

Please see “Details of the employees who have received the grant of options
amounting to 5% or more of options granted” beginning on page 115.

Identified employees who were granted
options during any one year equal to or
exceeding 1% of the issued capital
(excluding outstanding warrants and
conversions) of the Bank at the time of
grant

Nil

Diluted earnings per share pursuant to

18.06 | 7.38 | (56.06) | N.A
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Particulars Details
Fiscal 2018 Fiscal 2019 Fiscal 2020 April 1, 2020 — date of
this Red Herring
Prospectus
the issue of Equity Shares on exercise
of options in accordance with AS 25
‘Earnings Per Share’
Where the Bank has calculated the | Our Bank has | Our Bank has | Our Bank has N.A.
employee compensation cost using the | charged Nil | charged Nil | charged Nil
intrinsic value of the stock options, the | amount, being the | amount, being the | amount,  being
difference, if any, between employee | intrinsic value of | intrinsic value of | the intrinsic
compensation cost so computed and the | the stock options | the stock options | value of the
employee compensation calculated on | granted for the | granted for the | stock options
the basis of fair value of the stock | year ended March | year ended March | granted for the
options and the impact of this | 31, 2018. Had the | 31, 2019. Had the | year ended
difference, on the profits of the Bank | Bank adopted the | Bank adopted the | March 31, 2020.
and on the earnings per share of the | Fair Value | Fair Value | Had the Bank
Bank method (based on | method (based on | adopted the Fair
Black-  Scholes | Black-  Scholes | Value  method
pricing  model), | pricing  model), | (based on Black-
for pricing and | for pricing and | Scholes pricing
accounting of | accounting of | model), for
options, net profit | options, net profit | pricing and
after tax would | after tax would | accounting  of
have been lower | have been lower | options, net
by 341498 | by %375.18 | profit /loss after
million, the basic | million. the basic | tax would have
earnings per share | earnings per share | been lower by
would have been | would have been | ¥505.40 million
%18.24 per share | X7.29 per share | the basic
instead of X18.43 | instead of I7.45 | earnings per
per share; and | per share; and | share would
diluted earnings | diluted earnings | have been %
per share would | per share would | (56.24) per share
have been %¥17.88 | have been Z7.22 | instead of X
per share instead | per share instead | (56.07) per
of 18.06 per | of 738 per | share; and
share. share. diluted earnings
per share would
have been
%(56.24) per
share instead of
¥(56.06) per
share.
Method and significant assumptions Particulars Fiscal 2018 Fiscal 2019 Fiscal 2020
g;‘iidon;o g?m:ée Lhuerinfg‘;‘" t%’g'“eyeg: Risk free interest | 6.29%-9.23% 6.29%9.23% | 6.29%9.23%
including, weighted average | | "t
information, namely, risk-free interest Expected life 15years-7.5 | 15years-7.5years | 1.5years-7.5
rate, expected life, expected volatility, years years
expected dividends, and the price of the | "Eypected 25.01%- 25.01%-48.72% 25.01%-
u_nderlylng share in the market at the volatility 48.72% 48.72%
time of grant of option
Expected 1.20% 1.20% 1.10%
dividends
The price of Various rates Various rates | Various rates
underlying share
in the market at
the time of grant

Impact on the profits and on the
Earnings Per Share of the last three
years if the accounting policies
specified in the Securities and
Exchange Board of India (Share Based
Employee Benefits) Regulations, 2014
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Particulars Details

Fiscal 2018 Fiscal 2019 Fiscal 2020 April 1, 2020 — date of
this Red Herring
Prospectus

had been followed, in respect of options
granted in the last three years

Intention of key managerial personnel | The KMP and whole-time directors who are holders of Equity Shares allotted on
and whole-time directors who are | exercise of options may sell such Equity Shares within three months after the
holders of Equity Shares allotted on | listing of Equity Shares pursuant to the Offer.

exercise of options to sell their shares
within three months after the listing of
Equity Shares pursuant to the Offer

Intention to sell Equity Shares arising | Directors, senior managerial personnel and employees having Equity Shares
out of the ESOP scheme or allotted | arising out of the ESOP scheme, amounting to more than 1% of the issued capital
under an ESOP scheme within three | (excluding outstanding warrants and conversions), may sell the Equity Shares
months after the listing of Equity | arising out of the ESOP schemes or allotted under an ESOP scheme within three
Shares by directors, senior managerial | months after the listing of Equity Shares.

personnel and employees having Equity
Shares arising out of the ESOP scheme,
amounting to more than 1% of the
issued capital (excluding outstanding
warrants and conversions)

Note 1: Being the closing price on the stock exchange with the highest trading volumes on the last working day
prior to the date of grant.

YBL JESOP V / PESOP 11

Our Bank, pursuant to our Board resolution dated April 29, 2008 and further amended by Board resolutions
dated October 22, 2008, April 22, 2009, January 20, 2011, April 20, 2011 and October 30, 2014 and our
shareholders’ resolution dated September 18, 2008, and further amended by shareholders’ resolutions dated
September 3, 2009, June 28, 2011, and January 17, 2015, adopted YBL JESOP V / PESOP Il that came into
effect from April 29, 2008. YBL JESOP V / PESOP Il is administered by the Nomination and Remuneration
Committee and our Bank is authorized to grant, offer, issue, allot, in one or more tranches, up to 45 million
options convertible into Equity Shares, on such terms and conditions as may be decided by the Board.

Grants under YBL JESOP V / PESOP Il has been discontinued, with effect from, June 12, 2018 pursuant to
coming into effect of YBL ESOS 2018. However, any options already granted under the abovementioned plan
would be valid in accordance with the terms & conditions mentioned in the plan.

YBL JESOP V / PESOP Il has the following sub-schemes:

i JESOP V;
ii. PESOP II; and
iii. PESOP Il — 2010.

As on the date of this Red Herring Prospectus, the details of options pursuant to JESOP V, are as follows:

Particulars Details
Fiscal 2018 Fiscal 2019 Fiscal 2020 April 1, 2020 — date of
this Red Herring
Prospectus

Total options outstanding as at the 20,247,650 15,956,850 12,837,326 11,111,552
beginning of the period
Total options granted 1,697,500 522,500 - -
Options vested during the year 649,900 2,530,751 2,068,800 -
Options Exercised during the year 4,611,800 2,797,274 346,499 -
Vesting period 3-6 years 3-6 years 3-6 years 3-6 years
Pricing formula Refer Note 1 Refer Note 1 Refer Note 1 Refer Note 1
Exercise price of options in X (as on the % 10-351.05 % 10-351.05 % 10-351.05 % 10-351.05
date of grant options)
Options forfeited/lapsed/cancelled 1,376,500 844,750 1,379,275 1,208,475
Variation of terms of options N.A N.A N.A N.A
Money realized by exercise of options 356,917,936 297,015,481 27,898,800 -
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Particulars Details
Fiscal 2018 Fiscal 2019 Fiscal 2020 April 1, 2020 — date of
this Red Herring
Prospectus
Total number of options outstanding at 15,956,850 12,837,326 11,111,552 9,903,077
the end of the period
Total options vested (excluding the 2,271,100 3,901,451 5,650,302 5,693,077
options that have been exercised)
Options exercised (since 8,998,887
implementation of the ESOP scheme)
The total number of Equity Shares
arising as a result of exercise of granted 8998 887

options (including options that have
been exercised)

Employee wise details of options
granted to:

Key managerial personnel

Please see “Total number of stock options that have been granted to Senior
Management Personnel / Key Managerial Personnel” on page 114.

Any other employee who receives a
grant in any one year of options
amounting to 5% or more of the options
granted during the year

Please see “Details of the employees who have received the grant of options
amounting to 5% or more of options granted” beginning on page 115.

Identified employees who were granted Nil

options during any one year equal to or

exceeding 1% of the issued capital

(excluding outstanding warrants and

conversions) of the Bank at the time of

grant

Diluted earnings per share pursuant to 18.06 7.38 (56.06) N.A

the issue of Equity Shares on exercise

of options in accordance with AS 25

‘Earnings Per Share’

Where the Bank has calculated the | Our Bank has | Our Bank has | Our  Bank N.A.

employee compensation cost using the | charged Nil | charged Nil | has charged

intrinsic value of the stock options, the | amount,  being | amount, being the | Nil amount,

difference, if any, between employee | the intrinsic | intrinsic value of | being  the

compensation cost so computed and the | value of the | the stock options | intrinsic

employee compensation calculated on | stock  options | granted for the | value of the

the basis of fair value of the stock | granted for the | year ended March | stock

options and the impact of this | year ended | 31, 2019. Had the | options

difference, on the profits of the Bank | March 31, 2018. | Bank adopted the | granted for

and on the earnings per share of the | Had the Bank | Fair Value | the year

Bank adopted the Fair | method (based on | ended March
Value  method | Black-  Scholes | 31,  2020.
(based on Black- | pricing  model), | Had the
Scholes pricing | for pricing and | Bank
model), for | accounting of | adopted the
pricing and | options, net profit | Fair Value
accounting  of | after tax would | method
options, net | have been lower | (based on
profit after tax | by 3375.18 | Black-
would have been | million. the basic | Scholes
lower by | earnings per share | pricing
%414.98 million, | would have been | model), for
the basic | ¥7.29 per share | pricing and
earnings per | instead of ¥7.45 | accounting
share would | per share; and | of options,
have been | diluted earnings | net  profit
%18.24 per share | per share would | /loss  after
instead 0f ¥18.43 | have been ¥7.22 | tax  would
per share; and | per share instead | have  been
diluted earnings | of X7.38  per | lower by
per share would | share. 3505.40
have been million the
%17.88 per share basic

instead of 18.06

earnings per
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Particulars Details
Fiscal 2018 Fiscal 2019 Fiscal 2020 April 1, 2020 — date of
this Red Herring
Prospectus
per share. share would
have been %
(56.24) per
share instead
of T (56.07)
per  share;
and diluted
earnings per
share would
have  been
%(56.24) per
share instead
of Z(56.06)
per share.
Method and significant assumptions Particulars Fiscal 2018 Fiscal 2019 Fiscal 2020
g;ﬁ?onzo gfmjée Lhuerinfg" t;l’z'“eyegr Risk free interest | 6.29%-9.23% 6.29%9.23% | 6.29%-9.23%
including, weighted average | | e
information, namely, risk-free interest | | Expected life 15years-7.5 | 15years-7.5years [ 1.5years-7.5
rate, expected life, expected volatility, years years
expected dividends, and the price of the | "Expected 25.01%- 25.01%-48.72% 25.01%-
u_nderlymg share in the market at the volatility 48.72% 48.72%
time of grant of option
Expected 1.20% 1.20% 1.10%
dividends
The price of Various rates Various rates | Various rates
underlying share
in the market at
the time of grant

Impact on the profits and on the
Earnings Per Share of the last three
years if the accounting policies
specified in the Securities and
Exchange Board of India (Share Based
Employee Benefits) Regulations, 2014
had been followed, in respect of options
granted in the last three years

Intention of key managerial personnel
and whole-time directors who are
holders of Equity Shares allotted on
exercise of options to sell their shares
within three months after the listing of
Equity Shares pursuant to the Offer

The KMP and whole-time directors who are holders of Equity Shares allotted on
exercise of options may sell such Equity Shares within three months after the
listing of Equity Shares pursuant to the Offer.

Intention to sell Equity Shares arising
out of the ESOP scheme or allotted
under an ESOP scheme within three
months after the listing of Equity
Shares by directors, senior managerial
personnel and employees having Equity
Shares arising out of the ESOP scheme,
amounting to more than 1% of the
issued capital (excluding outstanding
warrants and conversions)

Directors, senior managerial personnel and employees having Equity Shares
arising out of the ESOP scheme, amounting to more than 1% of the issued capital
(excluding outstanding warrants and conversions), may sell the Equity Shares
arising out of the ESOP schemes or allotted under an ESOP scheme within three
months after the listing of Equity Shares.

Note 1: Being the closing price on the stock exchange with the highest trading volumes on the last working day

prior to the date of grant.

As on the date of this Red Herring Prospectus, the details of options pursuant to PESOP II, are as follows:

Particulars

Details
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Fiscal 2018 Fiscal 2019 Fiscal 2020 April 1, 2020 — date of
this Red Herring
Prospectus

Total options outstanding as at the 5,030,675 2,276,650 753,600 -
beginning of the period
Total options granted - - - -
Options vested during the year - - - -
Options Exercised during the year 2,754,025 1,523,050 753,600 -
Vesting period 1-3.75 years 1-3.75 years 1-3.75 years
Pricing formula Refer Note 1 Refer Note 1 Refer Note 1 -
Exercise price of options in X (as on the % 10-53.23 % 10-53.23 % 10-53.23 -
date of grant options)
Options forfeited/lapsed/cancelled - - - -
Variation of terms of options N.A N.A N.A N.A
Money realized by exercise of options 65,074,379 38,502,666 22,434,672 -
Total number of options outstanding at 2,276,650 753,600 - -
the end of the period
Total options vested (excluding the 2,276,650 753,600 - -
options that have been exercised)
Options exercised (since 16,016,105
implementation of the ESOP scheme)
The total number of Equity Shares
arising as a result of exercise of granted 16,016,105

options (including options that have
been exercised)

Employee wise details of options
granted to:

Key managerial personnel

Please see “Total number of stock options that have been granted to Senior
Management Personnel / Key Managerial Personnel” on page 114.

Any other employee who receives a
grant in any one year of options
amounting to 5% or more of the options
granted during the year

Please see “Details of the employees who have received the grant of options
amounting to 5% or more of options granted” beginning on page 115.

Identified employees who were granted | Nil

options during any one year equal to or

exceeding 1% of the issued capital

(excluding outstanding warrants and

conversions) of the Bank at the time of

grant

Diluted earnings per share pursuant to 18.06 7.38 (56.06) N.A

the issue of Equity Shares on exercise

of options in accordance with AS 25

‘Earnings Per Share’

Where the Bank has calculated the | Our Bank has | Our Bank has | Our  Bank N.A.

employee compensation cost using the | charged Nil | charged Nil | has charged

intrinsic value of the stock options, the | amount, being | amount, being the | Nil amount,

difference, if any, between employee | the intrinsic | intrinsic value of | being  the

compensation cost so computed and the | value of the | the stock options | intrinsic

employee compensation calculated on | stock options | granted for the | value of the

the basis of fair value of the stock | granted for the | year ended March | stock

options and the impact of this | year ended | 31, 2019. Had the | options

difference, on the profits of the Bank | March 31, 2018. | Bank adopted the | granted for

and on the earnings per share of the | Had the Bank | Fair Value | the year

Bank adopted the Fair | method (based on | ended March
Value method | Black-  Scholes | 31, 2020.
(based on Black- | pricing  model), | Had the
Scholes pricing | for pricing and | Bank
model), for | accounting of | adopted the
pricing and | options, net profit | Fair Value
accounting  of | after tax would | method
options, net | have been lower | (based on
profit after tax | by %375.18 | Black-
would have been | million. the basic | Scholes
lower by | earnings per share | pricing
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Particulars

Details

Fiscal 2018 Fiscal 2019 Fiscal 2020 April 1, 2020 — date of
this Red Herring
Prospectus

%414.98 million, | would have been | model), for
the basic | ¥7.29 per share | pricing and
earnings per | instead of ¥7.45 | accounting

share would | per share; and | of options,
have been | diluted earnings | net profit

%18.24 per share | per share would | /loss  after
instead 0f ¥18.43 | have been ¥7.22 | tax  would
per share; and | per share instead | have  been
diluted earnings | of ¥7.38  per | lower by
per share would | share. 3505.40
have been million the
%17.88 per share basic

instead of 318.06 earnings per
per share. share would
have been %
(56.24) per
share instead
of % (56.07)
per  share;
and diluted
earnings per
share would
have  been
¥(56.24) per
share instead

of ¥(56.06)
per share.
Method and significant assumptions Particulars Fiscal 2018 Fiscal 2019 Fiscal 2020
used to estimate the fair value of - -
options granted during the year Risk free interest 6.29%-9.23% 6.29%-9.23% | 6.29%-9.23%
including, weighted average | | rate
information, namely, risk-free interest Expected life 15years-7.5 | 15years-7.5years | 1.5years-7.5
rate, expected life, expected volatility, years years
expected dividends, and the price of the | "Fypected 25.01%- 25.01%-48.72% 25.01%-
u_nderlylng share in the market at the volatility 48.72% 48.72%
time of grant of option
Expected 1.20% 1.20% 1.10%
dividends
The price of Various rates Various rates | Various rates
underlying share
in the market at
the time of grant

Impact on the profits and on the
Earnings Per Share of the last three
years if the accounting policies
specified in the Securities and
Exchange Board of India (Share Based
Employee Benefits) Regulations, 2014
had been followed, in respect of options
granted in the last three years

Intention of key managerial personnel
and whole-time directors who are
holders of Equity Shares allotted on
exercise of options to sell their shares
within three months after the listing of
Equity Shares pursuant to the Offer

The KMP and whole-time directors who are holders of Equity Shares allotted on
exercise of options may sell such Equity Shares within three months after the
listing of Equity Shares pursuant to the Offer.

Intention to sell Equity Shares arising
out of the ESOP scheme or allotted
under an ESOP scheme within three
months after the listing of Equity
Shares by directors, senior managerial

Directors, senior managerial personnel and employees having Equity Shares
arising out of the ESOP scheme, amounting to more than 1% of the issued capital
(excluding outstanding warrants and conversions), may sell the Equity Shares
arising out of the ESOP schemes or allotted under an ESOP scheme within three
months after the listing of Equity Shares.
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Particulars

Details

Fiscal 2018

Fiscal 2019

Fiscal 2020

April 1, 2020 — date of
this Red Herring
Prospectus

personnel and employees having Equity
Shares arising out of the ESOP scheme,
amounting to more than 1% of the
issued capital (excluding outstanding
warrants and conversions)

Note 1: Being the closing price on the stock exchange with the highest trading volumes on the last working day

prior to the date of grant.

As on the date of this Red Herring Prospectus, the details of options pursuant to PESOP Il - 2010, are as

follows:
Particulars Details
Fiscal 2018 Fiscal 2019 Fiscal 2020 April 1, 2020 — date of
this Red Herring
Prospectus

Total options outstanding as at the 59,106,665 43,733,310 33,875,140 23,710,290
beginning of the period
Total options granted 3,847,500 100,000 - -
Options vested during the year 5,328,100 5,499,330 5,436,225 -
Options Exercised during the year 12,573,355 7,619,970 3,158,700

1.25-6.28 years

Vesting period 1.25-6.28 years 1.25-6.28 years 1.25-6.28

years
Pricing formula Refer Note 1 Refer Note 1 Refer Note 1 Refer Note 1
Exercise price of options in % (as on the ¥ 53.86- 351.05 ¥ 53.86- 351.05 ¥ 53.86- ¥ 53.86- 351.05
date of grant options) 351.05
Options forfeited/lapsed/cancelled 6,647,500 2,338,200 7,006,150 1,184,800
Variation of terms of options N.A N.A N.A N.A
Money realized by exercise of options 935,364,414 614,457,888 230,463,261 -
Total number of options outstanding at 43,733,310 33,875,140 23,710,290 22,525,490
the end of the period
Total options vested (excluding the 15,889,560 17,822,290 16,388,915 15,830,030
options that have been exercised)
Options exercised (since 25,812,958
implementation of the ESOP scheme)
The total number of Equity Shares
arising as a result of exercise of granted 25 812,958

options (including options that have
been exercised)

Employee wise details of options
granted to:

Key managerial personnel

Please see “Total number of stock options that have been granted to Senior

Management Personnel / Key Managerial Personnel” on page 114.

Any other employee who receives a
grant in any one year of options
amounting to 5% or more of the options
granted during the year

Please see “Details of the employees who have received the grant of options
amounting to 5% or more of options granted” beginning on page 115.

Identified employees who were granted
options during any one year equal to or
exceeding 1% of the issued capital
(excluding outstanding warrants and
conversions) of the Bank at the time of
grant

Nil

Diluted earnings per share pursuant to 18.06 7.38 (56.06) N.A
the issue of Equity Shares on exercise

of options in accordance with AS 25

‘Earnings Per Share’

Where the Bank has calculated the | Our Bank has | Our Bank has | Our  Bank N.A.
employee compensation cost using the | charged Nil | charged Nil | has charged

intrinsic value of the stock options, the | amount, being | amount, being the | Nil amount,

difference, if any, between employee | the intrinsic | intrinsic value of | being the

compensation cost so computed and the | value of the | the stock options | intrinsic
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Particulars Details
Fiscal 2018 Fiscal 2019 Fiscal 2020 April 1, 2020 — date of
this Red Herring
Prospectus
employee compensation calculated on | stock options | granted for the | value of the
the basis of fair value of the stock | granted for the | year ended March | stock
options and the impact of this | year ended | 31, 2019. Had the | options
difference, on the profits of the Bank | March 31, 2018. | Bank adopted the | granted for
and on the earnings per share of the | Had the Bank | Fair Value | the year
Bank adopted the Fair | method (based on | ended March
Value  method | Black- Scholes | 31,  2020.
(based on Black- | pricing  model), | Had the
Scholes pricing | for pricing and | Bank
model), for | accounting of | adopted the
pricing and | options, net profit | Fair Value
accounting  of | after tax would | method
options, net | have been lower | (based on
profit after tax | by %375.18 | Black-
would have been | million. the basic | Scholes
lower by | earnings per share | pricing
%414.98 million, | would have been | model), for
the basic | ¥7.29 per share | pricing and
earnings per | instead of ¥7.45 | accounting
share would | per share; and | of options,
have been | diluted earnings | net profit
%18.24 per share | per share would | /loss  after
instead 0f ¥18.43 | have been ¥7.22 | tax  would
per share; and | per share instead | have  been
diluted earnings | of ¥7.38  per | lower by
per share would | share. 3505.40
have been million the
%17.88 per share basic
instead of X18.06 earnings per
per share. share would
have been X
(56.24) per
share instead
of % (56.07)
per  share;
and diluted
earnings per
share would
have  been
%(56.24) per
share instead
of ¥(56.06)
per share.
Method and significant assumptions Particulars Fiscal 2018 Fiscal 2019 Fiscal 2020

used to estimate the fair value of
options granted during the year
including, weighted average
information, namely, risk-free interest
rate, expected life, expected volatility,
expected dividends, and the price of the
underlying share in the market at the
time of grant of option

Risk free interest
rate

6.29%-9.23%

6.29%-9.23%

6.29%-9.23%

underlying share
in the market at
the time of grant

Expected life 15years-7.5 | 1.5years-7.5years | 1.5years-7.5
years years

Expected 25.01%- 25.01%-48.72% 25.01%-

volatility 48.72% 48.72%

Expected 1.20% 1.20% 1.10%

dividends

The price of Various rates Various rates | Various rates

Impact on the profits and on the
Earnings Per Share of the last three
years if the accounting policies
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Particulars Details
Fiscal 2018 Fiscal 2019 Fiscal 2020 April 1, 2020 — date of
this Red Herring
Prospectus
specified in the Securities and

Exchange Board of India (Share Based
Employee Benefits) Regulations, 2014
had been followed, in respect of options
granted in the last three years

Intention of key managerial personnel
and whole-time directors who are
holders of Equity Shares allotted on
exercise of options to sell their shares
within three months after the listing of
Equity Shares pursuant to the Offer

The KMP and whole-time directors who are holders of Equity Shares allotted on
exercise of options may sell such Equity Shares within three months after the
listing of Equity Shares pursuant to the Offer.

Intention to sell Equity Shares arising
out of the ESOP scheme or allotted
under an ESOP scheme within three
months after the listing of Equity
Shares by directors, senior managerial
personnel and employees having Equity
Shares arising out of the ESOP scheme,
amounting to more than 1% of the
issued capital (excluding outstanding
warrants and conversions)

Directors, senior managerial personnel and employees having Equity Shares
arising out of the ESOP scheme, amounting to more than 1% of the issued capital
(excluding outstanding warrants and conversions), may sell the Equity Shares
arising out of the ESOP schemes or allotted under an ESOP scheme within three
months after the listing of Equity Shares.

Note 1: Being the closing price on the stock exchange with the highest trading volumes on the last working day

prior to the date of grant.

YBL Employee Stock Option Scheme, 2018:

Our Bank, pursuant to our Board resolution dated April 26, 2018 and our shareholders’ resolution dated June 12,
2018 adopted YBL Employee Stock Option Scheme, 2018, (“YBL ESOS 2018”) that came into effect from
June 12, 2018. YBL ESOS 2018 is administered by the Nomination and Remuneration Committee and our Bank
is authorized to grant, offer, issue, allot, in one or more tranches, up to 75,000,000 options convertible into
75,000,000 Equity Shares on such terms and conditions as may be decided by the Board.

YBL ESOS has the following sub-schemes:

i. YBL Joining Employee Stock Option Plan, 2018 (“YBL JESOP 2018”);
ii. YBL Performance Employee Stock Option Plan, 2018 (“'YBL PESOP 2018”);
iii. YBL Performance Employee Stock Option Plan, 2019 (“YBL PESOP 2019”);

iv. YBL MD & CEO (New) Stock Option Plan, 2019 (“MD & CEO PLAN 2019”); and

V. YBL MD & CEO (New) Stock Option Plan, 2020 (“MD & CEO PLAN 20207).
As on the date of this Red Herring Prospectus, the details of options pursuant to YBL JESOP 2018, are as
follows:

Particulars Details
Fiscal 2018 Fiscal 2019 Fiscal 2020 April 1, 2020 — date of
this Red Herring
Prospectus

Total options outstanding as at the - - 417,500 2,402,500
beginning of the period
Total options granted - 417,500 2,025,000 42,500
Options vested during the year - - - -
Options Exercised during the year - - - -
Vesting period - 3-5 years 3-5 years -

Pricing formula Refer Note 1 Refer Note 1 Refer Note 1 Refer Note 1
Exercise price of options in X (as on the | ¥ 38.55—384.35 3 38.55-384.35 338.55— 326.30 — 384.35
date of grant options) 384.35

Options forfeited/lapsed/cancelled - - 40,000 100,000
Variation of terms of options N.A N.A N.A N.A
Money realized by exercise of options - - - -

Total number of options outstanding at | - 417,500 2,402,500 2,345,000
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Particulars

Details

Fiscal 2018

Fiscal 2019

Fiscal 2020

April 1, 2020 — date of
this Red Herring
Prospectus

the end of the period

Total options vested (excluding the
options that have been exercised)

Options exercised (since
implementation of the ESOP scheme)

Nil

The total number of Equity Shares
arising as a result of exercise of granted
options (including options that have
been exercised)

Nil

Employee wise details of options
granted to:

Key managerial personnel

Please see “Total number of stock options that have been granted to Senior
Management Personnel / Key Managerial Personnel” on page 114.

Any other employee who receives a
grant in any one year of options
amounting to 5% or more of the options
granted during the year

Please see “Details of the employees who have received the grant of options
amounting to 5% or more of options granted” beginning on page 115.

Identified employees who were granted | Nil

options during any one year equal to or

exceeding 1% of the issued capital

(excluding outstanding warrants and

conversions) of the Bank at the time of

grant

Diluted earnings per share pursuant to 18.06 7.38 (56.06) NA

the issue of Equity Shares on exercise

of options in accordance with AS 25

‘Earnings Per Share’

Where the Bank has calculated the | Our Bank has | Our Bank has | Our  Bank N.A.

employee compensation cost using the | charged Nil | charged Nil | has charged

intrinsic value of the stock options, the | amount,  being | amount, being the | Nil amount,

difference, if any, between employee | the intrinsic | intrinsic value of | being  the

compensation cost so computed and the | value of the | the stock options | intrinsic

employee compensation calculated on | stock  options | granted for the | value of the

the basis of fair value of the stock | granted for the | year ended March | stock

options and the impact of this | year ended | 31, 2019. Had the | options

difference, on the profits of the Bank | March 31, 2018. | Bank adopted the | granted for

and on the earnings per share of the | Had the Bank | Fair Value | the year

Bank adopted the Fair | method (based on | ended March
Value  method | Black-  Scholes | 31,  2020.
(based on Black- | pricing  model), | Had the
Scholes pricing | for pricing and | Bank
model), for | accounting of | adopted the
pricing and | options, net profit | Fair Value
accounting  of | after tax would | method
options, net | have been lower | (based on
profit after tax | by %375.18 | Black-
would have been | million. the basic | Scholes
lower by | earnings per share | pricing
%414.98 million, | would have been | model), for
the basic | 7.29 per share | pricing and
earnings per | instead of ¥7.45 | accounting
share would | per share; and | of options,
have been | diluted earnings | net  profit
%18.24 per share | per share would | /loss  after
instead of ¥18.43 | have been ¥7.22 | tax  would
per share; and | per share instead | have  been
diluted earnings | of X7.38 per | lower by
per share would | share. 3505.40
have been million the
%17.88 per share basic
instead of X18.06 earnings per
per share. share would
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Particulars Details
Fiscal 2018 Fiscal 2019 Fiscal 2020 April 1, 2020 — date of
this Red Herring
Prospectus
have been %
(56.24) per
share instead
of T (56.07)
per  share;
and diluted
earnings per
share would
have  been
%(56.24) per
share instead
of Z(56.06)
per share.
Method and significant assumptions Particulars Fiscal 2018 Fiscal 2019 Fiscal 2020
g;ff?on;o ngr?t]:ée Lhuerinfg” t;]’:'“eyeg'; Risk free interest | 6.29%-9.23% 6.29%-9.23% | 6.29%-9.23%
including, weighted average | | rate
information, namely, risk-free interest | | Expected life 15years-7.5 | 15years-7.5years [ 1.5years-7.5
rate, expected life, expected volatility, years years
expected dividends, and the price of the | ["Eypected 25.01%- 25.01%-48.72% 25.01%-
u_nderlymg share in the market at the volatility 48.72% 48.72%
time of grant of option
Expected 1.20% 1.20% 1.10%
dividends
The price of Various rates Various rates | Various rates
underlying share
in the market at
the time of grant

Impact on the profits and on the
Earnings Per Share of the last three
years if the accounting policies
specified in the Securities and
Exchange Board of India (Share Based
Employee Benefits) Regulations, 2014
had been followed, in respect of options
granted in the last three years

Intention of key managerial personnel
and whole-time directors who are
holders of Equity Shares allotted on
exercise of options to sell their shares
within three months after the listing of
Equity Shares pursuant to the Offer

The KMP and whole-time directors who are holders of Equity Shares allotted on
exercise of options may sell such Equity Shares within three months after the
listing of Equity Shares pursuant to the Offer.

Intention to sell Equity Shares arising
out of the ESOP scheme or allotted
under an ESOP scheme within three
months after the listing of Equity
Shares by directors, senior managerial
personnel and employees having Equity
Shares arising out of the ESOP scheme,
amounting to more than 1% of the
issued capital (excluding outstanding
warrants and conversions)

Directors, senior managerial personnel and employees having Equity Shares
arising out of the ESOP scheme, amounting to more than 1% of the issued capital
(excluding outstanding warrants and conversions), may sell the Equity Shares
arising out of the ESOP schemes or allotted under an ESOP scheme within three
months after the listing of Equity Shares.

Note 1: Being the closing price on the stock exchange with the highest trading volumes on the last working day

prior to the date of grant.

As on the date of this Red Herring Prospectus, the details of options pursuant to YBL PESOP 2018, are as

follows:

Particulars

Details
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Fiscal 2018 Fiscal 2019 Fiscal 2020 April 1, 2020 — date of
this Red Herring

Total options outstanding as at the - - 265,000 12,986,500
beginning of the period
Total options granted - 265,000 18,032,000 -
Options vested during the year - - - -
Options Exercised during the year - - - -
Vesting period - 3-5 years 3-5 years 3-5 years
Pricing formula - Refer Note 1 Refer Note 1 Refer Note 1
Exercise price of options in X (as on the - 3 192.35-384.35 3192.35- %192.35-384.35
date of grant options) 384.35
Options forfeited/lapsed/cancelled - - 5,310,500 677,000
Variation of terms of options N.A N.A N.A N.A
Money realized by exercise of options - - - -
Total number of options outstanding at - 417,500 2,402,500 2,345,000

the end of the period

Total options vested (excluding the
options that have been exercised)

Options exercised (since
implementation of the ESOP scheme)

The total number of Equity Shares
arising as a result of exercise of granted
options (including options that have
been exercised)

Employee wise details of options
granted to:

Key managerial personnel

Please see “Total number of stock options that have been granted to Senior

Management Personnel / Key Managerial Personnel” on page 114.

Any other employee who receives a
grant in any one year of options
amounting to 5% or more of the options
granted during the year

Please see “Details of the employees who have received the grant of options

amounting to 5% or more of options granted” beginning on page 115.

Identified employees who were granted
options during any one year equal to or
exceeding 1% of the issued capital
(excluding outstanding warrants and
conversions) of the Bank at the time of
grant

Nil

Diluted earnings per share pursuant to
the issue of Equity Shares on exercise
of options in accordance with AS 25
‘Earnings Per Share’

18.06

7.38

N.A

Where the Bank has calculated the
employee compensation cost using the
intrinsic value of the stock options, the
difference, if any, between employee
compensation cost so computed and the
employee compensation calculated on
the basis of fair value of the stock
options and the impact of this
difference, on the profits of the Bank
and on the earnings per share of the
Bank

Our Bank has

charged Nil
amount,  being
the intrinsic

value of the
stock options
granted for the
year ended
March 31, 2018.
Had the Bank
adopted the Fair
Value  method
(based on Black-
Scholes pricing

model), for
pricing and
accounting  of
options, net

profit after tax
would have been

lower by
3414.98 million,
the basic

Our Bank has
charged Nil
amount, being the
intrinsic value of
the stock options
granted for the
year ended March
31, 2019. Had the
Bank adopted the

Fair Value
method (based on
Black-  Scholes
pricing  model),

for pricing and
accounting of
options, net profit
after tax would
have been lower
by %375.18
million. the basic
earnings per share
would have been
37.29 per share

(56.06)
Our  Bank
has charged
Nil amount,
being the
intrinsic
value of the
stock
options
granted for
the year
ended March
31, 2020.
Had the
Bank
adopted the
Fair  Value
method
(based  on
Black-
Scholes
pricing
model), for
pricing and

N.A.
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Particulars Details
Fiscal 2018 Fiscal 2019 Fiscal 2020 April 1, 2020 — date of
this Red Herring
Prospectus
earnings per | instead of ¥7.45 | accounting
share would | per share; and | of options,
have been | diluted earnings | net profit
%18.24 per share | per share would | /loss  after
instead 0f 318.43 | have been ¥7.22 | tax  would
per share; and | per share instead | have  been
diluted earnings | of ¥7.38  per | lower by
per share would | share. %505.40
have been million the
%17.88 per share basic
instead of 318.06 earnings per
per share. share would
have been %
(56.24) per
share instead
of T (56.07)
per  share;
and diluted
earnings per
share would
have  been
¥(56.24) per
share instead
of 3(56.06)
per share.
Method and significant assumptions Particulars Fiscal 2018 Fiscal 2019 Fiscal 2020

used to estimate the fair value of
options granted during the year
including, weighted average
information, namely, risk-free interest
rate, expected life, expected volatility,
expected dividends, and the price of the
underlying share in the market at the
time of grant of option

Risk free interest
rate

6.29%-9.23%

6.29%-9.23%

6.29%-9.23%

underlying share
in the market at
the time of grant

Expected life 15years-7.5 | 15years-7.5years | 1.5years-7.5
years years

Expected 25.01%- 25.01%-48.72% 25.01%-

volatility 48.72% 48.72%

Expected 1.20% 1.20% 1.10%

dividends

The price of Various rates Various rates | Various rates

Impact on the profits and on the
Earnings Per Share of the last three
years if the accounting policies
specified in the Securities and
Exchange Board of India (Share Based
Employee Benefits) Regulations, 2014
had been followed, in respect of options
granted in the last three years

Intention of key managerial personnel
and whole-time directors who are
holders of Equity Shares allotted on
exercise of options to sell their shares
within three months after the listing of
Equity Shares pursuant to the Offer

The KMP and whole-time directors who are holders of Equity Shares allotted on
exercise of options may sell such Equity Shares within three months after the
listing of Equity Shares pursuant to the Offer.

Intention to sell Equity Shares arising
out of the ESOP scheme or allotted
under an ESOP scheme within three
months after the listing of Equity
Shares by directors, senior managerial
personnel and employees having Equity
Shares arising out of the ESOP scheme,

Directors, senior managerial personnel and employees having Equity Shares
arising out of the ESOP scheme, amounting to more than 1% of the issued capital
(excluding outstanding warrants and conversions), may sell the Equity Shares
arising out of the ESOP schemes or allotted under an ESOP scheme within three

months after the listing of Equity Shares.
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Particulars

Details

Fiscal 2018

Fiscal 2019

Fiscal 2020

April 1, 2020 — date of
this Red Herring
Prospectus

amounting to more than 1% of the
issued capital (excluding outstanding
warrants and conversions)

Note 1: Being the closing price on the stock exchange with the highest trading volumes on the last working day

prior to the date of grant.

As on the date of this Red Herring Prospectus, the details of options pursuant to YBL PESOP, 2019, are as

follows:

Particulars

Details

Fiscal 2018

Fiscal 2019

Fiscal 2020

April 1, 2020 — date of
this Red Herring
Prospectus

Total options outstanding as at the
beginning of the period

Total options granted

Options vested during the year

Options Exercised during the year

Vesting period

3-5 years

3-5 years

3-5 years

Pricing formula

Refer Note 1

Refer Note 1

Refer Note 1

Exercise price of options in X (as on the
date of grant options)

Options forfeited/lapsed/cancelled

Variation of terms of options

Money realized by exercise of options

Total number of options outstanding at
the end of the period

Total options vested (excluding the
options that have been exercised)

Options exercised (since
implementation of the ESOP scheme)

Nil

The total number of Equity Shares
arising as a result of exercise of granted
options (including options that have
been exercised)

Nil

Employee wise details of options
granted to:

Key managerial personnel

Please see “Total number of stock options that have been granted to Senior
Management Personnel / Key Managerial Personnel” on page 114.

Any other employee who receives a
grant in any one year of options
amounting to 5% or more of the options
granted during the year

Please see “Details of the employees who have received the grant of options
amounting to 5% or more of options granted” beginning on page 115.

Identified employees who were granted | Nil

options during any one year equal to or

exceeding 1% of the issued capital

(excluding outstanding warrants and

conversions) of the Bank at the time of

grant

Diluted earnings per share pursuant to 18.06 7.38 (56.06) NA
the issue of Equity Shares on exercise

of options in accordance with AS 25

‘Earnings Per Share’

Where the Bank has calculated the | Our Bank has | Our Bank has | Our Bank | N.A.
employee compensation cost using the | charged Nil | charged Nil | has charged
intrinsic value of the stock options, the | amount,  being | amount, being the | Nil amount,
difference, if any, between employee | the intrinsic | intrinsic value of | being the
compensation cost so computed and the | value of the | the stock options | intrinsic

employee compensation calculated on | stock options | granted for the | value of the

the basis of fair value of the stock | granted for the | year ended March | stock

options and the impact of this | year ended | 31, 2019. Had the | options

110




Particulars Details
Fiscal 2018 Fiscal 2019 Fiscal 2020 April 1, 2020 — date of
this Red Herring
Prospectus
difference, on the profits of the Bank | March 31, 2018. | Bank adopted the | granted for
and on the earnings per share of the | Had the Bank | Fair Value | the year
Bank adopted the Fair | method (based on | ended March
Value  method | Black-  Scholes | 31, 2020.
(based on Black- | pricing  model), | Had the
Scholes pricing | for pricing and | Bank
model), for | accounting of | adopted the
pricing and | options, net profit | Fair Value
accounting  of | after tax would | method
options, net | have been lower | (based on
profit after tax | by %375.18 | Black-
would have been | million. the basic | Scholes
lower by | earnings per share | pricing
%414.98 million, | would have been | model), for
the basic | ¥7.29 per share | pricing and
earnings per | instead of %7.45 | accounting
share would | per share; and | of options,
have been | diluted earnings | net profit
%18.24 per share | per share would | /loss  after
instead 0f ¥18.43 | have been ¥7.22 | tax  would
per share; and | per share instead | have  been
diluted earnings | of ¥7.38  per | lower by
per share would | share. %505.40
have been million the
%17.88 per share basic
instead of X18.06 earnings per
per share. share would
have been %
(56.24) per
share instead
of T (56.07)
per  share;
and diluted
earnings per
share would
have  been
%(56.24) per
share instead
of 3(56.06)
per share.
Method and significant assumptions Particulars Fiscal 2018 Fiscal 2019 Fiscal 2020

used to estimate the fair value of
options granted during the year
including, weighted average
information, namely, risk-free interest
rate, expected life, expected volatility,
expected dividends, and the price of the
underlying share in the market at the
time of grant of option

Risk free interest
rate

6.29%-9.23%

6.29%-9.23%

6.29%-9.23%

underlying share
in the market at
the time of grant

Expected life 15years-7.5 | 15years-7.5years | 1.5years-7.5
years years

Expected 25.01%- 25.01%-48.72% 25.01%-

volatility 48.72% 48.72%

Expected 1.20% 1.20% 1.10%

dividends

The price of Various rates Various rates | Various rates

Impact on the profits and on the
Earnings Per Share of the last three
years if the accounting policies
specified in the Securities and
Exchange Board of India (Share Based
Employee Benefits) Regulations, 2014
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Particulars

Details

Fiscal 2018 Fiscal 2019 Fiscal 2020 April 1, 2020 — date of

this Red Herring
Prospectus

had been followed, in respect of options
granted in the last three years

Intention of key managerial personnel
and whole-time directors who are
holders of Equity Shares allotted on
exercise of options to sell their shares
within three months after the listing of
Equity Shares pursuant to the Offer

The KMP and whole-time directors who are holders of Equity Shares allotted on
exercise of options may sell such Equity Shares within three months after the
listing of Equity Shares pursuant to the Offer.

Intention to sell Equity Shares arising
out of the ESOP scheme or allotted
under an ESOP scheme within three
months after the listing of Equity
Shares by directors, senior managerial
personnel and employees having Equity
Shares arising out of the ESOP scheme,
amounting to more than 1% of the
issued capital (excluding outstanding
warrants and conversions)

Directors, senior managerial personnel and employees having Equity Shares
arising out of the ESOP scheme, amounting to more than 1% of the issued capital
(excluding outstanding warrants and conversions), may sell the Equity Shares
arising out of the ESOP schemes or allotted under an ESOP scheme within three
months after the listing of Equity Shares.

Note 1: Being the closing price on the stock exchange with the highest trading volumes on the last working day

prior to the date of grant.

As on the date of this Red Herring Prospectus, the details of options pursuant to MD & CEO Plan, 2019, are as

follows:
Particulars Details
Fiscal 2018 Fiscal 2019 Fiscal 2020 April 1, 2020 — date of
this Red Herring
Prospectus

Total options outstanding as at the - - 5,000,000 -
beginning of the period
Total options granted - 5,000,000 - -
Options vested during the year - - 5,000,000 -
Options Exercised during the year - - - -
Vesting period - 1-3 years 1-3 years -
Pricing formula - Refer Note 1 Refer Note 1 -
Exercise price of options in X (as on the - 231.15 231.15 -
date of grant options)
Options forfeited/lapsed/cancelled - - 4,000,000 -
Variation of terms of options N.A N.A N.A N.A
Money realized by exercise of options - - - -
Total number of options outstanding at - 5,000,000 1,000,000 -
the end of the period
Total options vested (excluding the - - 1,000,000 -
options that have been exercised)
Options exercised (since | Nil
implementation of the ESOP scheme)
The total number of Equity Shares
arising as a result of exercise of granted Nil

options (including options that have
been exercised)

Employee wise details of options
granted to:

Key managerial personnel

Please see “Total number of stock options that have been granted to Senior
Management Personnel / Key Managerial Personnel” on page 114.

Any other employee who receives a
grant in any one year of options
amounting to 5% or more of the options
granted during the year

Please see “Details of the employees who have received the grant of options
amounting to 5% or more of options granted” beginning on page 115.

Identified employees who were granted
options during any one year equal to or
exceeding 1% of the issued capital

Nil
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Particulars Details
Fiscal 2018 Fiscal 2019 Fiscal 2020 April 1, 2020 — date of
this Red Herring
Prospectus
(excluding outstanding warrants and
conversions) of the Bank at the time of
grant
Diluted earnings per share pursuant to 18.06 7.38 (56.06) N.A
the issue of Equity Shares on exercise
of options in accordance with AS 25
‘Earnings Per Share’
Where the Bank has calculated the | Our Bank has | Our Bank has | Our Bank | N.A.
employee compensation cost using the | charged Nil | charged Nil | has charged
intrinsic value of the stock options, the | amount,  being | amount, being the | Nil amount,
difference, if any, between employee | the intrinsic | intrinsic value of | being  the
compensation cost so computed and the | value of the | the stock options | intrinsic
employee compensation calculated on | stock options | granted for the | value of the
the basis of fair value of the stock | granted for the | year ended March | stock
options and the impact of this | year ended | 31, 2019. Had the | options
difference, on the profits of the Bank | March 31, 2018. | Bank adopted the | granted for
and on the earnings per share of the | Had the Bank | Fair Value | the year
Bank adopted the Fair | method (based on | ended March
Value  method | Black-  Scholes | 31, 2020.
(based on Black- | pricing  model), | Had the
Scholes pricing | for pricing and | Bank
model), for | accounting of | adopted the
pricing and | options, net profit | Fair Value
accounting  of | after tax would | method
options, net | have been lower | (based on
profit after tax | by %375.18 | Black-
would have been | million. the basic | Scholes
lower by | earnings per share | pricing
%414.98 million, | would have been | model), for
the basic | ¥7.29 per share | pricing and
earnings per | instead of ¥7.45 | accounting
share would | per share; and | of options,
have been | diluted earnings | net  profit
%18.24 per share | per share would | /loss  after
instead of X18.43 | have been %7.22 | tax  would
per share; and | per share instead | have  been
diluted earnings | of X7.38 per | lower by
per share would | share. 3505.40
have been million the
%17.88 per share basic
instead of X18.06 earnings per
per share. share would
have been %
(56.24) per
share instead
of T (56.07)
per  share;
and diluted
earnings per
share would
have  been
¥(56.24) per
share instead
of 3(56.06)
per share.
Method and significant assumptions Particulars Fiscal 2018 Fiscal 2019 Fiscal 2020

used to estimate the fair value of
options granted during the year
including, weighted average
information, namely, risk-free interest
rate, expected life, expected volatility,
expected dividends, and the price of the

Risk free interest
rate

6.29%-9.23%

6.29%-9.23%

6.29%-9.23%

Expected life

1.5years-7.5
years

1.5 years - 7.5 years

15vyears-7.5
years

113




Particulars Details
Fiscal 2018 Fiscal 2019 Fiscal 2020 April 1, 2020 — date of
this Red Herring
Prospectus
underlying share in the market at the | | Expected 25.01%- 25.01%-48.72% 25.01%-
time of grant of option volatility 48.72% 48.72%
Expected 1.20% 1.20% 1.10%
dividends
The price of Various rates Various rates | Various rates
underlying share
in the market at
the time of grant

Impact on the profits and on the
Earnings Per Share of the last three
years if the accounting policies
specified in the Securities and
Exchange Board of India (Share Based
Employee Benefits) Regulations, 2014
had been followed, in respect of options
granted in the last three years

Intention of key managerial personnel
and whole-time directors who are
holders of Equity Shares allotted on
exercise of options to sell their shares
within three months after the listing of
Equity Shares pursuant to the Offer

The KMP and whole-time directors who are holders of Equity Shares allotted on
exercise of options may sell such Equity Shares within three months after the
listing of Equity Shares pursuant to the Offer.

Intention to sell Equity Shares arising
out of the ESOP scheme or allotted
under an ESOP scheme within three
months after the listing of Equity
Shares by directors, senior managerial
personnel and employees having Equity
Shares arising out of the ESOP scheme,
amounting to more than 1% of the
issued capital (excluding outstanding
warrants and conversions)

Directors, senior managerial personnel and employees having Equity Shares
arising out of the ESOP scheme, amounting to more than 1% of the issued capital
(excluding outstanding warrants and conversions), may sell the Equity Shares
arising out of the ESOP schemes or allotted under an ESOP scheme within three
months after the listing of Equity Shares.

Note 1: Being the closing price on the stock exchange with the highest trading volumes on the last working day

prior to the date of grant.

As on the date of this Red Herring Prospectus, there are no options granted pursuant to MD & CEO PLAN
2020. MD & CEO PLAN 2020 consists of 5,000,000 options with a vesting period of 1 - 3.5 years, and will
become operational post receipt of approval from RBI.

Employee wise details of options:

Total number of stock options that have been granted to Senior Management Personnel / Key Managerial

Personnel
Fiscal 2020
. . . Options Grant

Scheme / plan Employee name Designation at the time of grant granted price (in %)
YBL JESOP 2018 Lata Pillai Group President 75,000 96.25
YBL JESOP 2018 Rajeev Uberoi Senior Group President 500,000 96.25
YBL JESOP 2018 Anita Pai Senior Group President 500,000 38.55
YBL JESOP 2018 Anurag Adlakha Senior Group President Il 500,000 51.2
YBL JESOP 2018 Jasneet Bachal Group President |1 70,000 51.2
YBL PESOP 2018 Vinod Bahety Senior Group President 1,250,000 275.1
YBL PESOP 2018 Devamalya Dey Senior Group President Il 150,000 275.1
YBL PESOP 2018 Deodutta Kurane Senior Group President Il 250,000 275.1
YBL PESOP 2018 Rajat Monga Senior Group President 3,000,000 275.1
YBL PESOP 2018 Ashish Agarwal Senior Group President 2,500,000 275.1
YBL PESOP 2018 Amit Sureka Senior Group President Il 250,000 275.1
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. . . Options Grant
Scheme / plan Employee name Designation at the time of grant granted price (in %)
YBL PESOP 2018 Vivek Kumar President 12,000 275.1
YBL PESOP 2018 Rajiv Anand Group President 300,000 275.1
YBL PESOP 2018 Sumit Gupta Senior Group President Il 300,000 275.1
YBL PESOP 2018 Asit Oberoi Senior Group President Il 100,000 275.1
YBL PESOP 2018 Namita Vikas Senior Group President Il 50,000 275.1
YBL PESOP 2018 Dhavan Shah Group President 100,000 275.1
YBL PESOP 2018 Jyoti Prasad Ratho Senior Group President Il 100,000 275.1
YBL PESOP 2018 Ritesh Pai Senior Group President Il 100,000 275.1
YBL PESOP 2018 Rajanish Prabhu Senior Group President Il 120,000 275.1
YBL PESOP 2018 Rajan Pental Senior Group President 300,000 275.1
YBL PESOP 2018 Kumar Padhmanabhan Senior Group President Il 125,000 275.1
YBL PESOP 2018 Raj Kumar Ahuja Senior Group President 11 150,000 275.1
YBL PESOP 2018 Nirav Dalal Senior Group President Il 250,000 275.1
YBL PESOP 2018 Nikhil Sahni Senior Group President Il 100,000 275.1
YBL PESOP 2018 Arun Agrawal Senior Group President Il 150,000 275.1
YBL PESOP 2018 Shubhada Rao Senior Group President 11 50,000 275.1
Fiscal 2019
Scheme / plan Name of Employee Designation at the time of grant Options Grant
granted Price
(in%)
YBL PESOP 2018 Akash Prasad Group President 100,000 384.35
YBL JESOP 2018 Amar Kirti Ambani President 25,000 192.35
YBL JESOP 2018 Anand Deva Priya President 30,000 | 384.35
YBL JESOP 2018 Ashish Joshi Senior President 60,000 | 200.85
YBL JESOP 2018 Binoj Vasu Senior President 50,000 200.85
PESOP Il - 2010 Mahesh Rajaraman Group President 50,000 | 313.05
PESOP Il - 2010 Neeraj Dhawan Senior Group President 50,000 | 313.05
JESOP V Raj Ahuja Senior Group President 400,000 | 313.05
YBL PESOP 2018 Rajiv Anand Group President 150,000 | 384.35
YBL MD & CEO Ravneet Singh Gill MD & CEO 5,000,000 | 231.15
PLAN 2019
YBL JESOP 2018 Sai Venkataramana Kosuri Senior President 35,000 192.35
YBL PESOP 2018 Vikash Modi Senior President 15,000 | 192.35
YBL JESOP 2018 Vikram Mago President 25,000 | 200.85
YBL JESOP 2018 Vineet Dhar Group President 100,000 192.35
Fiscal 2018
. . . Options Gra}nt
Scheme / plan Employee name Designation at the time of grant price
granted (in 3)
PESOP 11 2010 Amit Sanan Group President 50,000 351.05
PESOP 11 2010 Amit Shah Senior President 75,000 351.05
PESOP I1 2010 Arun Agrawal Group President 125,000 | 351.05
PESOP I1 2010 Aseem Gandhi Senior President 75,000 | 351.05
PESOP I1 2010 Ashish Agarwal Senior Group President 375,000 | 351.05
PESOP I1 2010 Devamalya Dey Senior Group President 37,500 | 351.05
PESOP 11 2010 Jyoti Prasad Ratho Senior President 50,000 351.05
PESOP I1 2010 Kumar Padhmanabhan Senior Group President 125,000 | 351.05
PESOP I1 2010 Lata Dave Senior President 100,000 | 351.05
PESOP 11 2010 Namita Vikas Group President 25,000 351.05
PESOP 11 2010 Niranjan Banodkar Senior President 62,500 351.05
PESOP I1 2010 Pralay Mondal Senior Group President 175,000 | 351.05
PESOP I1 2010 Preeti Sinha Senior President 25,000 | 351.05
PESOP I1 2010 Punit Malik Group President 125,000 | 351.05
PESOP 11 2010 Rajat Mehta Senior President 37,500 351.05
PESOP 11 2010 Shubhada Rao Group President 25,000 351.05
PESOP I1 2010 Vinod Bahety Group President 150,000 | 351.05

Details of the employees who have received the grant of options amounting to 5% or more of options granted
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Fiscal 2020

Options Clrztit

Scheme / plan Employee name Designation at the time of grant P price (in

granted 3

YBL JESOP 2018 Rajeev Uberoi Senior Group President 500,000 96.25

YBL JESOP 2018 Anita Pai Senior Group President 500,000 38.55

YBL JESOP 2018 Anurag Adlakha Senior Group President Il 500,000 51.2

YBL PESOP 2018 Vinod Bahety Senior Group President 1,250,000 275.1

YBL PESOP 2018 Rajat Monga Senior Group President 3,000,000 275.1

YBL PESOP 2018 Ashish Agarwal Senior Group President 2,500,000 275.1
Fiscal 2019

" - - Options Qrant

Scheme / plan Employee nhame Designation at the time of grant price(in

granted 3)

JESOP V Raj Ahuja Senior Group President 400,000 313.05

YBL PESOP 2018 Rajiv Anand Group President 150,000 384.35

YBL MD & CEO Ravneet Singh Gill MD & CEO 5,000,000 231.15

PLAN 2019

Fiscal 2018

Options Cliein:

Scheme / plan Employee name Designation at the time of grant P price (in

granted 3

JESOP V Ajay Rajan Group President — Yes Bank Limited 300,000 311.65

PESOP I1 2010 Ashish Agarwal Senior Group President — Yes Bank 375,000 351.05

Limited
JESOP V Prasanth Prabhakaran CEO & Senior President, Brokerage - 300,000 344.15
YSIL

JESOP V Prasun Kumar Sikdar Group President — Yes Bank Limited 175,000 311.65

JESOP V Sandeep Prabhani COO & Senior President - YAMIL 100,000 311.65

9. Except for any securities that may be issued by our Bank towards meeting its capital adequacy requirements

10.

11.

12.

13.

and other regulatory requirements, and any grant of employee stock options or any issuance of Equity
Shares pursuant to the ESOP Schemes, our Bank does not presently intend to alter its capital structure for a
period of six months from the Bid/Offer Opening Date, by way of split or consolidation of the
denomination of Equity Shares, or by way of further issue of Equity Shares (including issue of securities
convertible into or exchangeable, directly or indirectly for Equity Shares), whether on a preferential basis,
or by way of issue of bonus Equity Shares, or on a rights basis, or by way of a further public issue of Equity
Shares, or otherwise.

Our Bank shall not make any further issue of specified securities, in any manner, between the date of filing
this Red Herring Prospectus and the listing of the Equity Shares offered through the Prospectus or refund of
application monies. However, the foregoing restriction does not apply to any grant of employee stock
options or issuance of Equity Shares pursuant to the ESOP Schemes.

There have been no financing arrangements whereby our Directors and /or their relatives have financed the
purchase by any other person of securities of our Bank during a period of six months immediately
preceding the date of this Red Herring Prospectus.

All Equity Shares issued pursuant to the Offer shall be fully paid-up at the time of Allotment and there are
no partly paid-up Equity Shares as on the date of this Red Herring Prospectus.

Except as disclosed below, as on the date of this Red Herring Prospectus, the BRLMs and their respective
associates, as defined under the SEBI Merchant Bankers Regulations do not hold any Equity Shares. The
BRLM(s) and their associates may engage in the transactions with and perform services for our Bank in the
ordinary course of business or may in the future engage in commercial banking and investment banking
transactions with our Bank for which they may in the future receive customary compensation.
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14,

15.

16.

17.

18.

19.

20.

21.

Name of shareholder No. of Equity Shares held % of pre-Offer Equity Share
capital

Kotak Mahindra Bank Limited 440,769,000 3.51
Merrill Lynch Markets Singapore 9,356 Negligible
Pte. Ltd

Axis Bank Limited 600,000,000 4.78
State Bank of India 6,050,000,000 48.21
CGM Mauritius Private Limited 214,364 Negligible
(CGMMP)

ICICI Bank Limited 1,000,151,767 7.97

Our Bank, our Directors and the BRLMSs have not entered into any buyback arrangements and or any other
similar arrangements for the purchase of Equity Shares being offered through the Offer.

Except for options granted under the ESOP Schemes, there are no warrants, options or rights to convert
debentures, loans or other instruments convertible into, or which would entitle any person any option to
receive Equity Shares as on the date of this Red Herring Prospectus.

This Offer is being made through the Book Building Process in accordance with the SEBI ICDR
Regulations wherein up to 50% of the Net Offer shall be available for allocation on a proportionate basis to
QIBs, provided that our Bank, in consultation with the BRLMs may allocate up to 60% of the QIB Portion
to Anchor Investors on a discretionary basis. One-third of the Anchor Investor Portion shall be reserved for
domestic Mutual Funds, subject to valid Bids being received from the domestic Mutual Funds at or above
the Anchor Investor Allocation Price. 5% of the QIB Portion (excluding the Anchor Investor Portion) shall
be available for allocation on a proportionate basis to Mutual Funds only, and the remainder of the QIB
Portion shall be available for allocation on a proportionate basis to all QIB Bidders (other than Anchor
Investors), including Mutual Funds, subject to valid Bids being received at or above the Offer Price.
Further, not less than 15% of the Net Offer shall be available for allocation on a proportionate basis to Non-
Institutional Bidders and not less than 35% of the Net Offer shall be available for allocation to Retail
Individual Bidders in accordance with the SEBI ICDR Regulations, subject to valid Bids being received
from them at or above the Offer Price. All Bidders, other than Anchor Investors, are mandatorily required to
participate in the Offer through the Application Supported by Blocked Amount (“ASBA”) process by
providing details of their respective bank accounts and UPI ID in case of Rlls, as applicable, which will be
blocked by the Self Certified Syndicate Banks (“SCSBS”), as the case may be. Anchor Investors are not
permitted to participate in the Anchor Investor Portion through the ASBA process. For details, see “Offer
Procedure” beginning on page 520.

Up to [e®] Equity Shares aggregating up to ¥2,000 million shall be reserved for allocation to Eligible
Employees under the Employee Reservation Portion, subject to valid Bids being received at or above the
Offer Price (net of Employee Discount, if any, as applicable for the Employee Reservation Portion). Only
Eligible Employees would be eligible to apply in this Offer under the Employee Reservation Portion. Bids
by Eligible Employees can also be made in the Net Offer and such Bids shall not be treated as multiple
Bids. Unless the Employee Reservation Portion is undersubscribed, the value of allocation to an Eligible
Employee shall not exceed 3200,000. In the event of undersubscription in the Employee Reservation
Portion, the unsubscribed portion may be allocated, on a proportionate basis, to Eligible Employees for
value exceeding X 200,000 up to 3500,000.

There shall be only one denomination of the Equity Shares, unless otherwise permitted by law.

No person connected with the Offer shall offer any incentive, whether direct or indirect, in any manner,
whether in cash or kind or otherwise, to any Bidder for making a Bid.

Except as set out under “Capital Structure ” beginning on page 91, our Bank has not made any public issue
of securities or rights issue of any kind or class of securities since its incorporation.

The relevant regulations in respect of all preferential allotments, bonus issues and qualified institutions
placements undertaken by the Bank in the ten years preceding the date of the date of this Red Herring
Prospectus, have been complied with.
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OBJECTS OF THE OFFER

Our Bank intends to utilize the Net Proceeds towards ensuring adequate capital to support its growth and
expansion, including enhancing its solvency and capital adequacy ratio.

The main objects of our Bank, as stated in our Memorandum of Association, enable our Bank to undertake its
existing activities and the activities for which the funds are being raised by our Bank through the Offer. Further,
our Bank’s existing business activities are being undertaken in accordance with the main objects clause of our
Memorandum of Association. For further details in relation to the main objects of our Bank, please see “History
and Certain Corporate Matters” on page 232.

Utilisation of the proceeds of the Offer

The details of the Offer Proceeds are set forth in the table below:
(In % million)

Particulars Amount*
Gross proceeds from the Offer” 150,000
Less: | Estimated Offer related expenses [o]
Net Proceeds [o]

* To be determined after finalisation of the Offer Price and will updated in the Prospectus.
** Assuming full subscription and Allotment.

Requirement and utlisation of Net Proceeds

The proposed utilisation of the Net Proceeds is set forth in the table below:
(In % million)

Particulars Amount
Ensuring adequate capital to support growth and expansion, including [e]
enhancing our Bank’s solvency and capital adequacy ratio
Total [eo]

Details of the object of the Offer
The details in relation to the object of the Offer are set forth herein below.

Ensuring adequate capital to support growth and expansion, including enhancing our solvency and
capital adequacy ratio

In order to meet our growing requirement for capital on account of, amongst other things, (i) the expanding
business of our Bank, (ii) evolving regulatory requirements, and (iii) changes in provisioning requirements, our
Bank has raised equity capital on various occasions in the past.

To support the growth of our Bank, it is important that our Bank remains capitalised and complies with all
regulations with respect to CET | capital base. We believe that higher capital provides the necessary buffers that
are intended at maintaining asset quality and absorbing higher provisioning requirements during asset quality
cycles.

As of March 31, 2020, the Bank’s CET | ratio was at 6.3%. The RBI had prescribed a minimum CET 1 ratio of
7.375% by March 31, 2020. This minimum CET | ratio requirement will increase to 8% by September 30, 2020.
In order to comply with the requirements of the RBI with respect to CET | ratio and support the Bank’s growth
plans, it is important to have adequate equity capital.

Our management, in response to its business requirements and the competitive and dynamic nature of the
industry, may have to revise its business plan from time to time and, consequently, our funding requirements
may change. In case of a shortfall in the Net Proceeds, our management may explore a range of options,
including additional fundraising by issuance of specified securities by way of a preferential issue, qualified
institutions placement or such other means at the discretion of the Board, in compliance with applicable law.
Our management expects that such alternate arrangements would be available to fund any such shortfall.

118



Upon deployment of the Net Proceeds, our Bank may utilise a part or all of the Net Proceeds in the ordinary
course of the Bank’s business, including but not limited to, reduction of liabilities, interest and operating
expenditure, expansions, etc.

Schedule of deployment of funds

(In % million)

S. | Particulars of the object of Amount Proposed Schedule for deployment of the Net
No. the Offer proposed to Proceeds
be funded Fiscal 2021
from Net
Proceeds
1. | Ensuring adequate capital to [e] [e]

support growth and expansion,
including  enhancing  our
solvency and capital adequacy
ratio

Total [e] [e]

The above-stated fund requirements and the proposed deployment of funds from the Net Proceeds are based on
internal management estimates based on current market conditions. For details, see “Risk Factors — The objects
of the Offer have not been appraised by any bank or financial institution and the deployment of the proceeds is
at our discretion and is not subject to monitoring by any independent agency” on page 53.

Appraising agency and bridge financing facilities

The object of the Offer has not been appraised by any bank, financial institution or any other agency and we
have not raised any bridge loans against the Net Proceeds. For details, see “Risk Factors — The objects of the
Offer have not been appraised by any bank or financial institution and the deployment of the proceeds is at our
discretion and is not subject to monitoring by any independent agency” on page 53.

Means of finance

The object detailed above is intended to be funded entirely from the Net Proceeds. Accordingly, we confirm that
there is no need for us to make firm arrangements of finance through verifiable means towards at least 75% of
the stated means of finance, excluding the amount to be raised through the Offer.

Offer related expenses

The total Offer related expenses are estimated to be approximately X [®] million. The Offer related expenses
consist of listing fees, underwriting fees, selling commission and brokerage, fees payable to the BRLMs, legal
counsel to our Bank, and the BRLMs, Registrar to the Offer, Bankers to the Offer including processing fee to
the SCSBs for processing ASBA Forms submitted by ASBA Bidders procured by the Syndicate and submitted
to SCSBs, fees payable to the Sponsor Bank for Bids made by RIBs using UPI, brokerage and selling
commission payable to Registered Brokers, RTAs and CDPs, printing and stationery expenses, advertising and
marketing expenses and all other incidental expenses for listing the Equity Shares on the Stock Exchanges. All
offer expenses shall be borne by the Bank. The following table sets forth details of the break-up for the
estimated Offer expenses:

Activity Amount® Asa % of total | As a % of Offer
(% in million) estimated Offer size®
related expenses )
Fees payable to the BRLMs (including [e] [e] [e]
brokerage, underwriting and selling
commission)
Brokerage, selling commission, kitty and [e] [e] [e]
bidding charges for members of the Syndicate,
SCSBs, RTAs, Registered Brokers and CDPs®
Commission/processing fee for SCSBs and [o] [e] [e]
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Activity Amount® Asa % of total | Asa % of Offer
 in million) estimated Offer size®
related expenses ®
Bankers to the Offer and fees payable to the
(Sg)ponsor Bank for Bids made by RIBs using UPI
Fees payable to Registrar to the Offer [o] [o] [o]
Other advisors to the Offer [o] [e] [e]
Others: [e] [e] [o]
(i) Listing fees;
(if) SEBI, BSE and NSE processing fees;
(iii) Book-building software fees;
(iv) Other regulatory expenses;
(v) Monitoring agency fees;
(vi) Printing and stationery expenses;
(vii) Advertising and marketing expenses;
(viii)  Fees payable to legal counsels; and
(ix) Miscellaneous.
Total estimated Offer expenses [e] [e] [o]

(1) The Offer expenses will be incorporated in the Prospectus on finalization of Offer Price.

(2) Selling commission payable to the SCSBs, Syndicate Members (including their Sub-Syndicate Members), RTAs and
CDPswhich are directly procured by them would be as follows:

Portion for Retail Individual Investors 0.35% of the amount Allotted* (plus applicable taxes)

Portion for Non-Institutional Investors 0.15% of the amount Allotted* (plus applicable taxes)

Portion for Employee Reservation 0.35% of the amount Allotted* (plus applicable taxes)

* Amount Allotted is the product of the number of Equity Shares Allotted and the Offer Price.

Selling commission payable to the Registered Brokers on the portion for Retail Individual Investors using the UPI
Mechanism, Non-Institutional Investors and Employee Reservation, which are directly procured by the Registered Brokers
and submitted to SCSB for processing, shall be 3 10 per valid Bid cum Application Form (plus applicable taxes).

Selling Commission payable to the SCSBs will be determined on the basis of the bidding terminal id as captured in the bid

book of BSE or NSE.

(3) Bidding charges of T 10 (plus applicable taxes) shall be payable as per valid ASBA Form collected by the Syndicate,
RTAs and CDPs (excluding applications made by Retail Individual Investors using the UPI Mechanism). The terminal
from which the Bid has been uploaded will be taken into account in order to determine the total bidding charges. No
additional bidding charges shall be payable to SCSBs on the Bid cum Application Forms directly procured by them.

(4) Processing fees payable to the SCSBs for Bid cum Application Forms which are procured by the Members of the
Syndicate / Registered Brokers / RTAs / CDPs and submitted to the SCSB for blocking shall be ¥ 10 per valid Bid cum

Application Form (plus applicable taxes).

Processing fees for applications made by Retail Individual Investors using the UPI Mechanism would be as follows:

Members of the Syndicate /RTAs / CDPs T 30 per valid Bid cum Application Form (plus applicable taxes)

Sponsor Bank T 7 per valid Bid cum Application Form (plus applicable taxes)

The Sponsor Bank shall be responsible for making payments to third
parties such as the remitter bank, the NPCI and such other parties as
required in connection with the performance of its duties under
applicable SEBI circulars, agreements and other Applicable Laws

(5) Kitty: To incentivise the Syndicate Members (including their Sub-Syndicate Members), RTAs and CDPs, the following
kitty is being proposed, which shall be over and above any brokerage, selling commission or processing fees payable to

them:
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| Portion for Retail Individual Investors | 0.15% of the amount Allotted* (plus applicable taxes)

* Amount Allotted is the product of the number of Equity Shares Allotted and the Offer Price.

In addition to the above, additional discretionary kitty of 0.10% of the amount Allotted (plus applicable taxes) for the Retail
Individual Investors, will be payable, subject to the performance of Syndicate Members.

All costs, fees and expenses directly attributable to the Offer, including listing fees, will be borne our Bank.
Monitoring utilization of funds
In terms of the SEBI ICDR Regulations, our Bank is not required to appoint a monitoring agency for this Offer.

To the extent applicable, our Bank will disclose the utilization of the Net Proceeds under a separate head in our
balance sheet along with the relevant details, for all such amounts that have not been utilised.

Pursuant to, and subject to, the SEBI Listing Regulations, our Bank shall, on a quarterly basis, disclose to the
Audit Committee the uses and applications of the Net Proceeds.

On an annual basis, our Bank shall prepare a statement of funds utilised for purposes other than those which will
be stated in the Prospectus and place it before the Audit Committee and make other disclosures as may be
required until such time as the Net Proceeds remain unutilised. Such disclosure shall be made only until such
time that all the Net Proceeds have been utilised in full. The statement shall be certified by the statutory auditor
of our Bank. Further, in accordance with the SEBI Listing Regulations, our Bank shall furnish to the Stock
Exchanges on a quarterly basis, a statement indicating (i) deviations, if any, in the actual utilisation of the Net
Proceeds of the Offer from the object of the Offer as stated above; and (ii) details of category wise variations in
the actual utilization of the proceeds of the Offer from the object of the Offer as stated above. This information
will also be published in newspapers simultaneously with the interim or annual financial results and explanation
for such variation (if any) will be included in our Directors’ report, after placing the same before the Audit
Committee.

Interim use of Net Proceeds

The Net Proceeds shall be retained in the Public Offer Account until receipt of the listing and trading approvals
from the Stock Exchanges. Upon receipt of listing and trading approvals from the Stock Exchanges, the Net
Proceeds will be applied as set out above.

Variation in object

In accordance with Sections 13(8) and 27 of the Companies Act, 2013 and the SEBI ICDR Regulations, our
Bank shall not vary the object of the Offer unless our Bank is authorised to do so by way of a special resolution
of its Shareholders. In addition, the notice issued to the Shareholders in relation to the passing of such special
resolution shall specify the prescribed details and be published in accordance with the Companies Act, 2013.

Other confirmations

No part of the Net Proceeds will be paid by our Bank as consideration to our Directors or Key Management
Personnel, except in the normal course of business and in compliance with applicable law. Our Bank has not
entered into, and is not planning to enter into any arrangement/agreements with the Group Companies, Directors
and Key Management Personnel in relation to the utilization of the Net Proceeds. Further, except in the ordinary
course of business, there is no existing or anticipated interest of such individuals and entities in the object of the
Offer as set out above.
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BASIS FOR OFFER PRICE

The Offer Price will be determined by our Bank, in consultation with the BRLMSs, on the basis of assessment of
market demand for the Equity Shares offered through the Book Building Process and on the basis of quantitative
and qualitative factors as described below. The face value of the Equity Shares is X2 each and the Offer Price is
[®] times the Floor Price and [e] times the Cap Price. Investors should also refer to the sections titled “Our
Business”, “Risk Factors” and “Financial Statements” on pages 176, 24 and 264, respectively, to have an
informed view before making an investment decision.

Qualitative Factors
We believe the following business strengths allow us to successfully compete in the industry:

Simplified organisation structure backed by marquee institutions and experienced leadership;
Differentiated technology platform leading to digital leadership;

Well-established granular banking platform with a strong focus on retail and SME advances;
Diverse and scalable revenue streams;

Strong governance and underwriting framework;

Knowledge-based approach to banking enabling cross-selling;

Wide Pan India Presence; and

Award-winning quality of service with customer centric approach.

For further details, see “Our Business - Competitive Strengths” and “Risk Factors” on pages 177 and 24,
respectively.

Quantitative Factors
Some of the information presented below relating to our Bank is based on the Restated Consolidated Financial
Statements prepared in accordance with Indian GAAP and the Companies Act, 2013 and restated in accordance

with the SEBI ICDR Regulations. For details, see “Financial Statements” on page 264.

Some of the quantitative factors which may form the basis for computing the Offer Price are as follows:

1. Basic and Diluted Earnings Per Share (“EPS”)
Particulars Basic EPS () Diluted EPS () Weight
Year ended March 31, 2020 (56.11) (56.11) 3
Year ended March 31, 2019 7.40 7.33 2
Year ended March 31, 2018 18.46 18.09 1
Weighted average (22.51) (22.60)
Note:

1. The face value of each Equity Share is 32.

2. Weighted average means weighted average diluted and basic earnings per share (“EPS”) as per Restated
Financial Information based on weights assigned for the respective year ends.

3. EPS for the years ended March 31, 2020, March 31, 2019 and March 31, 2018 has been calculated in
accordance with Accounting Standard 20 ‘Earnings per Share’ issued by ICAL

4. Basic EPS has been computed by dividing net profit / (loss) for the year attributable to the equity
shareholders by the weighted average number of equity shares outstanding for the year. Diluted EPS has
been computed by dividing the net profit / (loss) for the year attributable to the equity shareholders by the
weighted average number of equity shares and dilutive potential equity shares options outstanding during
the year, except where the results are anti-dilutive. The difference between weighted average number of
equity shares outstanding between basic and diluted is on account of outstanding ESOPs.

2. Price/ Earning (“P/ E”) ratio in relation to Price Band of Z[e] to X[e] per Equity Share
Particulars P/E at the Floor Price (no. of | P/E at the Cap Price (no. of
times) times)
Based on Basic EPS for Financial Year 2020 [*] [*]
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| Based on Diluted EPS for Financial Year 2020 | [*] [*]

@ Industry P/ E ratio is given below:
Particulars P/ E
Highest 16.22
Lowest 6.81
Average 10.25

Note: The industry high, low and average has been considered from the industry peer set provided later in this
chapter. For further details, see “— Comparison of accounting ratios with listed industry peers” on page 123.
P/E figures for the peers are computed based on closing market price as on June 25, 2020 at NSE, divided by
basic and diluted EPS (on consolidated basis) based on the annual reports of such companies for the Fiscal

2020.

3. Average Return on Net Worth (“RoNW”)

Financial Year ended RoNW (%) Weight
March 31, 2020 (81.94)% 3
March 31, 2019 6.49% 2
March 31, 2018 17.72% 1
Weighted Average (35.85)%

Note:

1. Weighted average means weighted average return on networth as per the Consolidated Restated Financial
Information of the Group based on weights assigned for the respective year ends.

2. Networth as defined in RBI circular dated August 18, 2005, is the aggregate value of the paid — up share
capital and all free reserves including share premium but excluding revaluation reserve, investment
fluctuation reserve, credit balance in profit and loss account, after deducting the aggregate value of the
debit balance in profit and loss account, accumulated losses, if any, and intangible asset.

3. Deferred tax asset have not been deducted in the above definition of networth.

4.  RoNW is calculated as restated profit and loss for the year divided by average net worth.

4. Net Asset Value (“NAV”) per Equity Share

Particulars Q)
Financial Year 2020 17.29
NAV after the Offer [e]
Offer Price* [e]

*QOffer Price per Equity Share will be determined on conclusion of the Book Building Process

Note:

1. NAV = Net worth as at the end of the year/ number of equity shares outstanding at the end of the year.
Networth as defined in RBI circular dated August 18, 2005, is the aggregate value of the paid — up share
capital and all free reserves including share premium but excluding revaluation reserve, investment
fluctuation reserve, credit balance in profit and loss account, after deducting the aggregate value of the
debit balance in profit and loss account, accumulated losses, if any, and intangible asset.

2. Deferred tax asset have not been deducted in the above definition of networth.

3. NAV per equity share represents consolidated net worth at the end of each year, as restated, divided by the
number of equity shares outstanding at the end of each year.

5. Comparison of accounting ratios with listed industry peers
Name of the | Face Total Income | Basic EPS | Diluted | P/E RONW (%) NAV (})
Bank Value (X million) EPS
®)
Yes Bank 2 380,081 (56.11) (56.11) NM (81.94)% 17.29
Limited™
Peer Group

IndusindBank | 10 | 357,355 | 6433 | 6410 | 774 | 13.92% | 486.70
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Name of the | Face Total Income | Basic EPS | Diluted | P/E RONW (%) NAV ()
Bank Value (X million) EPS
®)
RBL Bank 10 106,967 11.04 10.98 16.22 5.75% 207.67
IDFC First 10 179,627 (5.94) (5.86) NM** NM** 32.02
Federal Bank 2 154,722 7.94 7.88 6.81 11.16% 74.36

*All data as per Restated Financial Statement for the year ended March 31, 2020
**Not meaningful

Notes for peer set:

Share price as per NSE, closing prices as of July 6, 2020
All financial statement related values are for fiscal year 2020 and on consolidated basis
Net Worth calculated as sum of 'Equity Capital’ and 'Reserves and Surplus'
NAV denotes net worth (as defined above) on a per share basis
Number of shares (for NAV) as per NSE as on March 31 of the fiscal year
Basic EPS is after extraordinary items, as per NSE
Diluted EPS is after extraordinary items, as per NSE
RONW calculated based on basic EPS and average book value per share of the fiscal year end and the immediately
preceding fiscal year

ONoG~wNE

9. PI/E is calculated based on share price and diluted earnings per share after extraordinary items

6. The Offer Price will be [e] times of the face value of the Equity Shares

The Offer Price of X [@] has been determined by our Bank, in consultation with the BRLMSs, on the basis of
market demand from investors for Equity Shares through the Book Building Process and is justified in view of
the above qualitative and quantitative parameters. Investors should read the above mentioned information along
with “Our Business”, “Risk Factors” and “Financial Statements” and “Management’s Discussion and Analysis
of Financial Condition and Results of Operations” on pages 176, 24, 264 and 423, respectively, to have a more
informed view. The trading price of the Equity Shares could decline due to the factors mentioned in “Risk
Factors” beginning on page 24 and you may lose all or part of your investments.
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STATEMENT OF SPECIAL TAX BENEFITS

The Board of Directors

YES Bank Limited

YES BANK Tower, IFC -2

15" Floor, Senapati Bapat Marg
Elphinstone (W), Mumbai 400 013
Maharashtra

INDIA

3 July 2020

Dear Sirs

Statement of possible special tax benefits available to YES Bank Limited (‘the Bank’) and its
shareholders prepared in accordance with the requirement in Schedule VI — Clause 9 (L) of
Securities and Exchange Board of India (Issue of Capital and Disclosure Requirements)
Regulations 2018, as amended, in connection with the further public offering of equity shares
(the “Equity Shares”) of the Bank (the “Proposed Offer”)

1.

This statement is issued in accordance with the terms of our engagement letter dated 11 June
2020.

We have been informed by management of the Bank that the Bank is in the process of filing a
red herring prospectus (“RHP”) and Prospectus in relation to the Proposed Offer under the
Securities and Exchange Board of India (Issue of Capital and Disclosure Requirements)
Regulations, 2018, to the extent applicable, (the “SEBI ICDR Regulations”) and relevant
provisions of Part | of Chapter Il of the Companies Act, 2013 read with the Companies
(Prospectus and Allotment of Securities) Rules, 2014, as amended.

In connection with the Proposed Offer, management has requested us to submit a certificate
enlisting the possible special tax benefits available to YES Bank Limited (‘the Bank”) and its
shareholders prepared in accordance with the requirement in Schedule VI — Clause 9 (L) of
Securities and Exchange Board of India (Issue of Capital and Disclosure Requirements)
Regulations 2018, as amended.

We hereby report that the enclosed Annexure prepared by YES Bank Limited (the “Bank”),
states the possible special tax benefits available to the Bank and its shareholders under the
Income tax Act, 1961, Central Goods and Services Tax Act, 2017 / the Integrated Goods and
Services Tax Act, 2017 (“GST Act”), the Customs Act, 1962 (“Customs Act”) and the
Customs Tariff Act, 1975 (“Tariff Act”) (collectively referred as “Tax Laws”), presently in
force in India.

Several of these benefits are dependent on the Bank or its shareholders fulfilling the
conditions prescribed under the relevant statutory provisions of the Tax Laws. Hence, the
ability of the Bank or its shareholders to derive the tax benefits is dependent upon fulfilling
such conditions, which, based on business imperatives the Bank faces in the future, the Bank
or its shareholders may or may not choose to fulfil.

The benefits discussed in the enclosed Annexure only cover the possible special tax benefits
available to the Bank and its shareholders, the benefits are not exhaustive and do not cover
any general tax benefits available to the Bank and its shareholders. Further, the preparation of
the Annexure and its contents is the responsibility of management of the Bank. We are
informed that, this Annexure is only intended to provide general information to the investors
and is neither designed nor intended to be a substitute for professional tax advice. In view of
the individual nature of the tax consequences and changing tax laws, each investor is advised
to consult with his or her own tax consultant with respect to the specific tax implications
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10.

11.

arising out of their participation in the offering of equity shares by the Bank. Neither are we
suggesting nor are we advising the investor to invest money based on this Annexure.

We have conducted our examination in accordance with the ‘Guidance Note on Reports or
Certificates for Special Purposes’ (“the Guidance Note”) issued by the Institute of Chartered
Accountants of India (“ICAI”). The Guidance Note requires that we comply with ethical
requirements of the Code of Ethics issued by the ICAL.

We have complied with the relevant applicable requirements of the Standard on Quality
Control (SQC) 1, Quality Control for Firms that Performs Audits and Reviews of Historical
Financial information and Other Assurance and Related Services Engagements.

We do not express any opinion or provide any assurance as to whether:
i) the Bank or its shareholders will continue to obtain these benefits in the future; or
ii)  the conditions prescribed for availing of the benefits have been / would be met.

The contents of the enclosed Annexure are based on information, explanations and
representations obtained from the Bank and on the basis of our understanding of the business
activities and operations of the Bank.

Our views expressed herein are based on the facts and assumptions indicated to us. No
assurance is given that the revenue authorities / courts will concur with the views expressed
herein. Our views are based on the existing provisions of the tax laws and their interpretation,
which are subject to change from time to time. We do not assume responsibility to update this
Annexure consequent to such changes. We shall not be liable to the Bank for any claims,
liabilities or expenses relating to this assignment except to the extent of fees relating to this
assignment, as finally judicially determined to have resulted primarily from bad faith or
intentional misconduct. We will not be liable to any other person in respect of this Annexure,
except under applicable law

This Certificate is solely for your information and not intended for general circulation or
publication and is not to be reproduced or used for any other purpose without our prior
written consent, other than for inclusion of extracts of this Certificate in the Red Herring
Prospectus and the Prospectus and submission of this statement to the Securities and
Exchange Board of India, the stock exchanges where the Equity Shares of the Bank are
proposed to be listed, Registrar of Companies, Maharashtra situated in Mumbai in connection
with the Proposed Offer, as the case may be.

Yours faithfully

ForBSR & Co. LLP
Chartered Accountants
Firm’s Registration No: 101248W/ W-100022

Venkataramanan Vishwanath

Partner

Membership No: 113156
UDIN: 20113156AAAADW?2514

Mumbai

3 July 2020
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ANNEXURE TO THE STATEMENT OF POSSIBLE INCOME-TAX BENEFITS AVAILABLE
TO THE BANK AND ITS SHAREHOLDERS UNDER THE APPLICABLE INCOME-TAX LAW
IN INDIA

TAX BENEFITS UNDER INCOME TAX Act, 1961

This statement sets out below the possible special tax benefits available to the Bank and our equity
shareholders under the current tax laws presently in force in India. Several of these benefits are
dependent on fulfilling the conditions prescribed under the relevant tax laws. Hence, the ability of the
Bank and our shareholders to derive the tax benefits is dependent upon fulfilling such conditions, which
are based on the business imperatives, the Bank or the shareholders may or may not choose to fulfill.

This statement sets out below the provisions of law in a summary manner only and is not a complete
analysis or listing of all potential tax consequences of the subscription, ownership and disposal of
Equity shares. This statement is only intended to provide general information to the investors and is
neither exhaustive or comprehensive nor designed or intended to be a substitute for a professional
tax advice. In view of the individual nature of tax consequences and the changing tax laws, each
investor is advised to consult his or her or their own tax consultant with respect to the specific tax
implications arising out of their participation in the issue.

In respect of non-residents, the tax rates and the consequent taxation, mentioned in this section
shall be further subject to any benefits available under the Double Taxation Avoidance Agreement
(DTAA), if any, between India and the country in which the non-resident is resident for tax purposes.

Under the Income-tax Act, 1961 (‘the Act’)

1.

1.1.

General tax benefits / consequences in case of the Bank as well its shareholders

Section 10(34) of the Act — Income by way of dividends referred to in section 115-O

Up to FY 2019-20, the Bank was required to pay Dividend Distribution Tax (‘DDT’) at the rate
of 15% (before levy of appropriate surcharge and education cess) upon distribution of dividend
under section 115-O of the Act. Dividend as referred to in section 115-O of the Act (i.e.
dividend on which dividend distribution tax is paid by the domestic company) was exempt from
tax under section 10(34) of the Act. Such income was allowed to be reduced while computing
book profits for the purpose of determination of liability under the minimum alternate tax
(‘MAT”’) provisions.

As per Finance Act, 2020, with effect from 1 April 2020, the dividends declared, distributed or
paid by domestic companies to shareholders are not subjected to DDT. With effect from the
same date, the exemption granted under Section 10(34) of the Act in relation to dividends on
which DDT was paid by the domestic company has been deleted. Resultantly, the dividends are
taxable in the hands of the recipient shareholders as per tax rates applicable to them. The
recipients of dividend income are eligible to claim deduction of actual interest expense incurred
towards earning of such dividend income subject to maximum limit of 20 per cent of such
dividend income under section 57 of the Act.

For the purposes of computation of book profits under section 115JB of the Act, no deduction for
dividend income is available with effect from 1 April 2020 while computing book profits.
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A new section 80M has been inserted effective from AY 2021-22 which provides for set-off of
dividend received by a domestic company from another domestic company while calculating its
total income, to the extent of dividends further distributed by it.

With effect from 1 April 2020, the domestic companies declaring dividends to resident
shareholders are obligated to withhold tax at the rate of 10 per cent (where the amount of
dividend exceeds INR 5,000 for an individual shareholder) as per Section 194 of the Act.

For non-residents, the withholding tax rate applicable is 20 per cent under Section 195 / 196D
read with Section 115A / 115AD of the Act.

In view of COVID-19, the Hon’ble Finance Minister of India, as part of economic stimulus
package, reduced the rate of withholding tax under Section 194 of the Act to 7.5% on dividend
paid or credited during the period from 14 May 2020 to 31 March 2021"

Section 94(7) of the Act provides that losses arising from the sale / transfer of shares
purchased within a period of three months prior to the record date and sold / transferred
within three months after such date, shall be disallowed to the extent of dividend income on
such shares claimed as exempt from tax. As the dividends are taxable with effect from 1 April
2020, the section will not have any practical applicability from that date onwards.

1.2.  Capital gains

e As per section 2(42A) of the Act, a security (other than a unit) listed in a recognised
stock exchange in India is considered short term capital asset, if the period of holding of
such security is twelve months or less.

Similarly, shares of a company (other than those listed on a recognised stock exchange)
are considered short term capital asset, if the period of holding of such shares, is twenty-four
months or less.

If the period of holding of the abovementioned security is more than 12 months or 24 months
respectively then it is considered a long-term capital asset as per section 2(29A) of the Act.

e Section 48 of the Act prescribes the mode of computation of Capital Gains and provides
for deduction of cost of acquisition/ improvement and expenses incurred in connection
with the transfer of a capital asset, from the sale consideration to arrive at the amount of
Capital Gains.

In respect of long-term capital gains (‘LTCG’), section 48 provides for substitution of
cost of acquisition/ improvement with indexed cost of acquisition/ improvement, which
adjusts the cost of acquisition/ improvement by a cost inflation index as prescribed
from time to time.

e As per section 112A of the Act, LTCG arising on sale of specified securities (i.e. equity
shares of a company, unit of an equity oriented mutual fund or a business trust) is taxable at

! Press release on Press Information Bureau, Government of India website dated 13 May 2020
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the rate of 10% (plus applicable surcharge and cess) on such LTCG (exceeding Rs. 1 lakh)
provided Securities Transaction Tax (‘STT?’) is paid:

> at the time of acquisition and transfer of such equity share; and
> on transfer in case of unit of an equity oriented mutual fund or business trust.

No benefit of indexation and foreign currency fluctuation is available. No deduction under
Chapter VI-A of the Act is available in relation to LTCG taxable under Section 112A of the
Act.

For the purpose of computation of LTCG from transfer of the specified asset (i.e. equity
shares of a company or unit of an equity oriented mutual fund or a business trust ), where
such specified asset is listed on a recognized exchange as on 31 January 2018, the cost of
acquisition under Section 55(2)(ac) of the Act shall be deemed to be higher of: -

L

The actual cost of acquisition of such capital asset, and

b. The lower of:

i. The fair market value (‘FMV”) of such capital asset as on 31 January 2018; and

ii. The full value of consideration received or acquiring as a result of transfer of the
capital assets.

Ascertaining FMV

Where the specified asset is listed
on recognised stock exchange
Where the specified asset is listed | Highest price of asset (when the said asset
on recognised stock exchange but| was traded) on date immediately prevailing
not traded on 31 January 2018 before 31 January 2018

Highest price quoted on 31 January 2018

There are specific provisions for ascertaining cost of equity shares which are not listed on
31 January 2018 which have not been reproduced here.

As per section 111A of the Act, short term capital gains (‘STCG’) from sale of an equity
share, transacted through a recognized stock exchange, where such transaction is
chargeable to STT, is taxable at a concessional rate of 15% (plus applicable surcharge
and cess).

Where LTCG arising from transfer of listed shares is not covered by Section 112A of the
Act, the said LTCG is taxable at the rate of 20% with indexation (inflation adjustment) or at
10% without indexation, whichever is more beneficial.

STCG arising in case of transfer of shares which are not chargeable to STT is taxable at
22% (this lower rate is optional and subject to fulfilment of certain conditions) mentioned
under Section 115BAA. the following rates (plus applicable surcharge and cess):
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e As per the Section 115JB, the MAT rate is 15% (plus applicable surcharge and cess) and the
same is not applicable to domestic companies who have opted for lower tax rate under
Section 115BAA and 115BAB of the Act.

e As per section 70 read with section 74 of the Act, short term capital loss arising during a
year is allowed to be set-off against short term capital gains as well as long term capital
gains. Balance loss, if any, shall be carried forward and set-off against any capital gains
arising during subsequent eight assessment years.

As per section 70 read with section 74 of the Act, long term capital loss arising during a
year is allowed to be set-off only against long term capital gains. Balance loss, if any, shall
be carried forward and set-off against long term capital gains arising during subsequent
eight assessment years.

The CBDT has also clarified® that long-term capital loss arising from transfer made on or
after 1 April 2018 will be allowed to be set-off against any other long-term capital gains and
unabsorbed long-term capital loss can be carried forward to subsequent eight years for set-off
against long-term capital gains.

As per Section 71 of the Act, short term capital loss or long-term capital loss for the year
cannot be set-off against income under any other heads.

e An exemption may be claimed, as eligible by the assessee, from taxation of LTCG if
investments in certain specified securities / assets is made subject to fulfillment of certain
conditions.

o Where the gains arising on the transfer of shares are included in the business income of
an assessee assessable under the head “Profits and Gains from Business or Profession” and
on which securities transaction tax has been charged, such securities transaction tax shall be
a deductible expense from the business income as per the provisions of section 36(1)(xv)
of the Act.

The characterisation of gains/ losses, arising from sale of shares, as capital gains or
business income would depend on the nature of holding in the hands of the shareholder and
various other factors.

1.3. Other provisions

o As per section 115JB of the Act, while computing book profit, MAT provisions under Section
115JB of the Act are not applicable to a foreign company if

a. such company is a resident of a country or a specified territory with which India has an
DTAA and such company does not have a permanent establishment in India in
accordance with the provisions of such DTAA; or

b.  Such company is a resident of a country with which India does not have a DTAA and
such company is not required to seek registration in India under any law for the time
being in force, relating to companies.

2 F. No. 370149/20/2018-TPL dated 4 February 2018
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2.1.

2.2.

o In respect of foreign companies which are subject to MAT provisions as per point (a) above,
following specified incomes will not be subject to MAT under section 115JB of the Act:

a.  Capital gains (whether long term or short term) arising on transactions in securities;
b. Interest, royalty or fees for technical services chargeable to tax

if such income is credited to profit and loss account and the income-tax payable thereon
under the normal provisions of the Act is less than the MAT rate of 15%.

o STT is a tax payable on the value of specified securities (such as shares, equity oriented
mutual funds, etc.) transacted on a recognised stock exchange.

o Receipt of property (which inter alia includes shares and securities) without adequate
consideration is taxable as income from other sources in the hands of recipient in certain
circumstances.

o Inventory / stock-in-trade converted into a capital asset to be taxed as business income basis
the FMV to be determined in the manner prescribed prevailing on the date of conversation. In
this case, the period of holding for the purposes of classification into a short-term or long-term
capital asset to be calculated from the date of conversion.

Benefits/consequences in case of Bank

Under section 36(1)(vii) of the Act, the amount of any bad debts, or part thereof, written off as
irrecoverable in the accounts of the Bank for the previous year are allowable as deduction. The
deduction is limited to the amount by which such debt or part thereof exceeds the credit balance in
the provision for bad and doubtful debts account including provisions made towards rural advances
made under section 36(1)(viia) of the Act.

Where a deduction has been allowed in respect of a bad debt or part thereof under the provisions of
section 36(1)(vii), then, if any amount is subsequently recovered, the said amount is deemed to be
profits and gains of business or profession and is taxable accordingly to the extent it exceeds the
deduction earlier allowed.

Under section 36(1)(viia) of the Act, in respect of any provision made for bad and doubtful debts, the
Bank is entitled to a deduction not exceeding:

a. 8.5% of the total income (computed before making any deductions under this provision and
Chapter VIA) and

b. 10% of the aggregate average advances made by the rural branches of the Bank computed in
the manner prescribed in the Rule 6ABA.

Also the Bank has an option to claim a further deduction in excess of the limits specified above, for
an amount not exceeding the income derived from redemption of securities in accordance with a
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2.3

3.1.

3.2.

3.3.

34.

scheme framed by the Central Government provided such income has been disclosed in its return of
income under the head “Profits and gains of business or profession”.

As per Section 80JJAA, from the gross total income of an assessee to whom section 44AB applies, a
deduction is permissible (subject to conditions specified) of an amount equal to thirty per cent of
emoluments paid to new regular workmen employed by the assessee in such business, in the
previous year, for three assessment years including the assessment year relevant to the previous year
in which such employment is provided.

Benefit n nces in th f shareholders of the Bank
For resident shareholders:

In case of an individual or Hindu Undivided Family (HUF), where the total taxable income as
reduced by long-term capital gains on transfer of the shares of the Bank is below the maximum
amount which is not chargeable to income-tax, then such LTCG will be reduced to the extent of
the shortfall and only the balance LTCG will be subjected to such tax in accordance with the
proviso to sub-section (1) of section 112 and proviso to sub-section (2) of section 112A of the Act.

STCG arising on transfer of the shares of the Bank will be chargeable to tax at the rate of 15%
(plus applicable surcharge and cess) as per the provisions of section 111A of the Act if such
transaction is chargeable to STT. In case of an individual or HUF, where the total taxable
income as reduced by STCG is below the maximum amount which is not chargeable to income-
tax, then such STCG will be reduced to the extent of the shortfall and only the balance STCG
will be subjected to such tax in accordance with the proviso to sub-section (1) of section 111A
of the Act.

In case of transfer of shares where capital gains are not covered under section 112A, LTCG is
taxable at the rate of 20% with indexation (inflation adjustment) or 10% without indexation
whichever is more beneficial.

STCG arising in case of transfer of shares which are not chargeable to STT is taxable at the
following rates (plus applicable surcharge and cess):

Class of person Tax rates
Individuals, HUF,
Association of

persons, Body of | Progressive slab rates as per the relevant Finance Act or
Individual or any other | 22% (optional and subject to fulfilment of certain conditions)

artificial juridical | provided under Section 115BAD in case of co-operative society
person, Co-operative

Society

Local Authority 30%

Partnership firm

(including Limited | 30%
Liability Partnership)

30% (any other company not falling in any of the below
categories)

Domestic companies 25% for AY 2020-21 (if total turnover or gross receipts of the
financial year 2018-19 does not exceed Rs. 400 crores)

25% (applicable for domestic manufacturing Companies subject
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3.5.

3.6.

3.7.

3.8.

3.9.

to fulfilment of certain conditions) as per Section 115BA

22% (optional and subject to fulfilment of certain conditions
provided under Section 115BAA

15% [optional for companies engaged in manufacturing
business (set-up & registered on or after 1 October 2019)
subject to fulfillment of conditions provided under Section
115BAB

No income tax is deductible at source from income by way of capital gains arising to a resident
shareholder under the present provisions of the Act.

For non-resident shareholders [other than Foreign Portfolio Investors (FPIs)]

The non-residents shareholders have the option to be governed by the provisions of the Act or
DTAA whichever are more beneficial subject to fulfilment of conditions prescribed therein. The
above option shall be available to non-residents shareholders subject to provisions of the GAAR
(refer para 4 for detailed discussion).

The LTCG arising on transfer of listed shares would be governed by the concessional tax treatment
given under the provisions of section 112A of the Act as discussed above. The STCG arising on
transfer of listed shares would be governed by the concessional tax treatment given under the
provisions of section 111A of the Act as discussed above.

In case of transfer of shares where capital gains are not covered under section 112A, LTCG on
transfer of shares of the Bank is taxable at the rate of 20% / 10% (plus applicable surcharge and
cess) under Section 112(1)(c) subject to certain conditions.

STCG arising in case of transfer of shares which are not chargeable to STT is taxable at the
following rates (plus applicable surcharge and cess):

Class of persons Rates

Non-resident individuals,
HUF, Association of persons,
Body of Individual, Co- | Progressive slab rates as per the relevant Finance Act
operative society or any other
artificial juridical person

Other non-corporate
taxpayers
(Local Authority, 30%

Partnership firm including
Limited Liability Partnership)

Foreign companies 40%

In respect of a non-resident shareholder, as per the first proviso to section 48 of the Act, the capital
gains arising from the transfer of listed equity shares of an Indian Company, should be computed by
converting the cost of acquisition, expenditure incurred wholly and exclusively in connection with
such transfer and the full value of consideration into the same foreign currency as was initially
utilized in the purchase of the shares and the capital gains so computed should be reconverted into
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3.10.

C.

Indian currency.

Further, the benefit of indexation as provided in second proviso to Section 48 is not available to non-
resident shareholders. Also, where the non-resident is liable to pay tax under section 112A of the
Act, the benefit of first proviso to section 48 (i.e. foreign currency fluctuation) is not available.

Besides the above benefits available to non-residents, Non-Resident Indians (NRIs) have the option
of being governed by the provisions of Chapter XII-A of the Act which inter alia entitles them to the
following benefits in respect of income from shares of an Indian Company acquired, purchased or
subscribed to in convertible foreign exchange:

a.

Under section 115E of the Act, NRIs are taxed at 10% (plus applicable surcharge and cess)
on LTCG arising on sale of shares of the Bank which are acquired in convertible foreign
exchange. The benefit of indexation of cost is not available.

Under section 115F of the Act, and subject to the conditions and to the extent specified therein,
long-term capital gains arising to NRIs from transfer of shares of the Bank acquired out of
convertible foreign exchange above is exempt from capital gains tax if the net consideration is
invested within 6 months of the date of transfer of the asset in any specified asset or in any
saving certificates referred to in clause (4B) of section 10 of the Act. In case the whole of the net
consideration is not so invested, the exemption is proportionate. The amount so exempted is
chargeable to tax subsequently under the head Capital Gains r if the specified assets are
transferred or converted into money within three years from the date of their acquisition.

In accordance with the provisions of section 115G of the Act, NRIs are not obliged to file a
return of income under section 139(1) of the Act, if their only source of income is income from
investments or long-term capital gains earned on transfer of such investments or both, provided
adequate tax has been deducted at source from such income as per the provisions of Chapter
XVII-B of the Act.

In accordance with the provisions of section 115H of the Act, when NRIs become assessable as
resident in India, they may furnish a declaration in writing to the Assessing Officer along with
their return of income for that year under section 139 of the Act to the effect that the provisions
of Chapter XII-A shall continue to apply to them in relation to such investment income derived
from the specified assets (which do not include shares in an Indian company) for that year and
subsequent assessment years until such assets are transferred or converted into money.

As per the provisions of section 1151 of the Act, NRIs may elect not to be governed by the
provisions of Chapter XII-A for any assessment year by furnishing their return of income for
that year under section 139 of the Act, declaring therein that the provisions of Chapter XII-A
shall not apply to them for that assessment year and accordingly their total income for that
assessment year will be computed in accordance with the other provisions of the Act.

For shareholders who are Foreign Portfolio Investors (FPIs):

3.11. The non-residents shareholders have the option to be governed by the provisions of the Act or

DTAA whichever are more beneficial subject to fulfilment of conditions prescribed therein. The

above option shall be available to non-residents shareholders subject to provisions of the GAAR

(refer para 4 for detailed discussion).
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3.12.

3.13.

3.14.

3.15.

3.16.

3.17.

3.18.

3.19.

3.20.

Gains arising on transfer of any shares/ securities being invested in accordance with the Foreign
Portfolio Investors’ regulations made under the Securities and Exchange Board of India Act, 1992
shall be deemed to be treated as Capital Gains.

As per section 115AD of the Income-tax Act, 1961 (‘Act’), dividend income is taxable at the rate of
20 per cent and the taxes are required to be withheld at the rate of 20 per cent under section 196D of
the Act.

Under section 115AD(1)(b)(iii) of the Act, income by way of long-term capital gains arising from
the transfer of shares held in the Bank to the extent it exceeds INR 1 lac is chargeable to tax at the
rate of 10% (plus applicable surcharge and cess). The benefit of cost step-up provided in Section
112A of the Act is available to FPIs as well.

The benefit of indexation of cost and of foreign currency fluctuations are not available to FPIs.

Short-term capital gains arising on transfer of listed shares of the Bank are chargeable to tax at the
rate of 15% (plus applicable surcharge and cess) if such transaction is chargeable to STT [Section
111A].

Under section 115AD(1)(b)(ii) of the Act, income by way of short- term capital gains arising from
the transfer of shares held in the Bank not covered under section 111A of the Act (i.e. not eligible
for 15% tax rate) is chargeable to tax at the rate of 30% (plus applicable surcharge and cess).

As per section 196D, no tax at source is required to be deducted from capital gains income arising to
an FPI.

Common provisions in case of non-residents shareholders

Under the provisions of section 90(2) of the Act, tax treatment of income earned by a non-resident
shareholder will be governed by the provisions of the DTAA between India and the country of
residence of the non-resident shareholder and the provisions of the Act apply to the extent they are
more beneficial to such non-resident.

The non-resident shareholder has to furnish a certificate (containing the prescribed particulars) of his
being a resident of a country outside India, to get the benefit of the applicable DTAA and such other
documents as may be prescribed under Section 90(4) of Act.

For shareholders who are Mutual Funds:

Under section 10(23D) of the Act, any income earned by a Mutual Fund registered under the
Securities and Exchange Board of India Act, 1992, or a Mutual Fund set up by a public sector bank
or a public financial institution, or a Mutual Fund authorised by the Reserve Bank of India is exempt
from income-tax, subject to such conditions as the Central Government may by notification in the
Official Gazette specify in this behalf.

As per section 196 of the Act, no tax at source is required to be deducted from any income payable
to a Mutual Fund specified under section 10(23D) of the Act.

For shareholders who are Venture Capital Companies / Alternative Investment Funds:
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3.21

3.22.

3.23.

3.24.

3.25.

Under section 10(23FBA) of the Act, any income of an Investment Fund, other than the income
chargeable under the head “Profits and gains of business or profession” are exempt from income tax
in the hands of Investment Fund.

For this purpose, an “Investment Fund” means a fund registered as Category I or Category II
Alternative Investment Fund under the Securities and Exchange Board of India (Alternate
Investment Fund) Regulations, 2012.

As per Section 115UB(1) of the Act, any income accruing/arising/received by a person from his
investment in an Investment Fund is taxable in the hands of the person making the investment in the
same manner as if the investments had been made by him directly.

section 115UB(4), the taxable income of an Investment Fund is charged at the rate or rates as
specified in the Finance Act of the relevant year where the Investment Fund is a company or a firm
or at maximum marginal rate in any other case.

Further, as per Section 115UB(6) of the Act, the income accruing or arising to or received by the
Investment Fund if not paid or credited to a person (who has made investments in an Investment
Fund) is deemed to have been credited to the account of the said person on the last day of the
previous year in the same proportion in which such person would have been entitled to receive the
income had it been paid in the previous year.

Taxation of income of AIF Category Il and its investors is governed by the normal provisions of the
Act.

General Anti-Avoidance Rule (‘GAAR’)

GAAR is a set of anti-abuse provisions under the Act that give wide powers to the income-tax
authorities to deny tax benefits that arise in an impermissible avoidance arrangement. An
arrangement can be declared as an impermissible avoidance arrangement, if the main purpose of the
arrangement is to obtain a tax benefit and which satisfies one of the below mentioned elements:

e The arrangement creates rights or obligations which are ordinarily not created between parties
dealing at arm's-length;

e |t results in directly / indirectly misuse or abuse of the Act;

e |t lacks commercial substance or is deemed to lack commercial substance in whole or in part; or

e |t is entered into or carried out in a manner, which is not normally employed for bona fide
purposes.

The said provisions are applicable from 1 April 2017.

T ion I

No income tax is deductible at source from income by way of capital gains arising to a resident
shareholder under the present provisions of the Act. As per the provisions of Section 195 of the Act,
any income by way of capital gains payable to non-residents (other than FPIs) is subject to
withholding of tax at the rate under the domestic tax laws or under the DTAA, whichever is
beneficial to the assessee, unless a nil / lower withholding tax certificate is obtained from the tax
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authorities. The non -resident investor will have to furnish a certificate of his being a tax resident in
a country outside India, such other particulars as may be prescribed as per the provision of section
90(4) of Act and a declaration for not having a fixed base / permanent establishment in India to
enable the remitter of income apply the benefits provided under the relevant tax treaty at the time of
tax withholding.

The withholding tax rates are subject to the recipients of income obtaining and furnishing a
permanent account number (PAN) to the payer, in the absence of which the applicable withholding
tax rate would be the higher of the applicable rates or 20%, under section 206AA of the Act. The
provision of section 206AA will not apply if the non-resident shareholder furnishes prescribed
documents to the payer. Additionally, as per the provisions of section 196D of the Act, no tax is to
be withheld in respect of capital gains income earned by an FPI.

Notes:

1 Summarized below are the provisions relevant for determination of residential status of a taxpayer:

a. As per the provisions of the Act, an individual is considered to be a resident in India during any
financial year (‘FY”) if he or she is present in India for:

i. aperiod or periods aggregating to 182 days or more in that FY; or
ii. for a period or periods aggregating to 365 days or more within the four preceding FY’s
and a period or periods aggregating to 60 days or more in that FY

b. In case of an Indian citizen or a person of Indian origin living abroad who visits India and in
the case of a citizen of India who leaves India for the purposes of employment outside India
in any FY, the limit of 60 days under point (ii) above, shall be read as 182 days.

c. In case of an Indian citizen or a person of Indian origin having total income exceeding INR
15 lacs (other than income from foreign sources), the limit of 60 days under point (ii) above,
shall be read as 120 days.

d.  Notwithstanding the above, an Indian citizen or person of Indian origin having total income
exceeding INR 15 lacs (other than income from foreign sources) shall be deemed to be a
resident of India for that FY if he is not liable to tax in any other country / territory by reason
of his domicile / residence or any other criteria of a similar nature.

e. A Company is resident in India if it is an Indian Company or its place of effective
management, in that year, is in India.

f. A Hindu Undivided Family (‘HUF”), Firm (including Limited Liability Partnership) or other
Association of Persons (‘AOP’) is resident in India, except when the control and
management of its affairs is situated wholly outside India during the relevant FY.

g. A person who is not a resident in India would be regarded as ‘Non-Resident’. Subject to

qualifying with certain prescribed conditions, individuals may be regarded as ‘Resident but
not ordinarily resident’.
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Surcharge rates:

As per the Act, surcharge is to be levied on individuals, HUF, AOP, body of individuals and
artificial juridical person as follows:

Conditions Surcharge
Rate
where the total income exceeds Rs. 5 million but not exceeding Rs. 10 10%

million (including income from dividend and capital gains under Section
112Aand 111A)

where the total income exceeds Rs. 10 million but not exceeding Rs. 20 15%
million (including income from dividend and capital gains under Section
112A and 111A)

where the total income exceeds Rs. 20 million but not exceeding Rs. 50 25%
million (excluding income from dividend and capital gains under Section
112A and 111A)

where the total income exceeds Rs. 50 million (excluding income from 37%
dividend and capital gains under Section 112A and 111A)
where the total income exceeds Rs. 20 million (including income from 15%

dividend and capital gains under Section 112A and 111A)

Note: The enhanced surcharge of 25% .and 37%, as the case may be, is not levied, on income
chargeable to tax under sections 111A and 112A. Hence, the maximum rate of surcharge on
tax payable on such income is 15%

In case Co-operative society opting for concessional rate of 22%, surcharge would be levied at
the rate of 10%. If not opted, then the tax rate would be 10% where the total income exceeds Rs.
10,000. Where the total income exceeds Rs. 20,000, tax rate shall be 20% and for the income
exceeding Rs. 20,000, the tax rate shall be 30%. Additionally, surcharge shall be levied at the
rate of 12% where the total income exceeds Rs. 10 million.

In the case of firm and local authorities at the rate of 12% where the total income exceeds
Rs. 10 million.

In the case of domestic companies, surcharge is levied at the rate of 7% where the total income
exceeds Rs. 10 million but does not exceed Rs. 100 million. Where the total income exceeds Rs.
100 million, surcharge is levied at the rate of 12%.

The rate of surcharge in case of a company opting for lower rate of tax under Section 115BAA
or Section 115BAB is10% irrespective of amount of total income.

In the case of foreign companies, surcharge is levied at the rate of 2% where the total
income exceeds Rs. 10 million but does not exceed Rs. 100 million. Where the total
income exceeds Rs. 100 million then surcharge is levied at the rate of 5%.

Health and Education cess on the total amount of tax and surcharge at the rate of 4% is payable by
all categories of taxpayers.

The above statement of possible special direct tax benefits sets out the provisions of law in a
summary manner only and is not a complete analysis or listing of all potential tax consequences of
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11

the purchase, ownership and disposal of shares

The stated benefits will be available only to the sole/ first named holder in case the shares are held
by joint holders.

In respect of non-residents, the tax rates and the consequent taxation mentioned above is further
subject to any benefits available under the applicable DTAA, if any, between India and the country
in which the non-resident is a tax resident.

This statement is intended only to provide general information to the investors and is neither
designed nor intended to be substituted for professional tax advice. In view of the individual nature
of tax consequences, each investor is advised to consult his/her own tax advisor with respect to
specific tax consequences of his/her participation in the scheme.

No assurance is given that the revenue authorities/courts will concur with the views expressed
herein. Our views are based on the existing provisions of law and its interpretation, which are
subject to changes from time to time. We do not assume responsibility to update the views
consequent to such changes. We shall not be liable to any claims, liabilities or expenses relating to
this assignment except to the extent of fees relating to this assignment, as finally judicially
determined to have resulted primarily from bad faith or intentional misconduct. We will not be
liable to any other person in respect of this statement.

This statement of possible special direct tax benefits enumerated above is as per the Act as amended
by the Finance Act, 2020. The above statement of possible special direct-tax benefits sets out the
possible special tax benefits available to the Bank and its shareholders under the current tax laws
presently in force in India. Several of these benefits available are dependent on the Bank or its
shareholders fulfilling the conditions prescribed under the relevant tax laws.

This statement does not cover analysis of provisions of Chapter X-A of the Act dealing with General
Anti-Avoidance Rules.

The above statement covers only certain relevant direct tax law benefits / consequences and does not
cover any benefits under any other law.
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STATEMENT OF POSSIBLE SPECIAL TAX BENEFITS AVAILABLE TO THE BANK AND
ITS SHAREHOLDERS UNDER THE APPLICABLE LAWS IN INDIA - OTHERS

Outlined below are the possible special tax benefits available to the Bank and its Shareholders under the
Central Goods and Services Tax Act, 2017 / the Integrated Goods and Services Tax Act, 2017 (“GST
Act”), the Customs Act, 1962 (“Customs Act”) and the Customs Tariff Act, 1975 (“Tariff Act”), as
amended by the Finance Act 2019, i.e., applicable for the Financial Year 2019-20, presently in force in
India.

I. Possible Special tax benefits available to the Bank
No possible special tax benefits available to the Bank.
1. Possible Special tax benefits available to the Shareholders of the Bank

There are no possible special indirect tax benefits available to the shareholders of the Bank.

Notes:

1. This Annexure sets out the only the possible special tax benefits available to the Bank and its
Shareholders under the Central Goods and Services Tax Act, 2017 / the Integrated Goods and
Services Tax Act, 2017 (“GST Act”), the Customs Act, 1962 (“Customs Act”) and the Customs
Tariff Act, 1975 (“Tariff Act”), as amended by the Finance Act 2019, i.e., applicable for the Financial
Year 2019-20, presently in force in India.

2. This Annexure is only intended to provide general information to the investors and is neither designed
nor intended to be a substitute for professional tax advice. In view of the individual nature of the tax
consequences, the changing tax laws, each investor is advised to consult his or her own tax consultant
with respect to the specific tax implications arising out of their participation in the Proposed IPO.

3. Our comments are based on our understanding of the specific activities carried out by the Bank from
April 1, 2019 till the date of this Annexure as per the information provided to us. Any variation in the
understanding could require our comments to be suitably modified.

4. We have been given to understand that during the period from April 1, 2019 to the date of this
Annexure, the Bank has:

(i) not availed any exemption or benefits or incentives under indirect tax laws;

(ii) not exported any goods or services outside India;

(iii) not imported any goods or services from outside India;

(iv) not made any fresh investment in any State of the country and has not claimed any incentive
under any State Incentive Policy.

5. This annexure covers only indirect tax laws benefits and does not cover any income tax law benefits
or benefit under any other law.

6. These comments are based upon the provisions of the specified Indirect tax laws, and judicial
interpretation thereof prevailing in the country, as on the date of this Annexure.

7. No assurance is given that the revenue authorities/courts will concur with the views expressed herein.
Our views are based on the existing provisions of law and its interpretation, which are subject to
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changes from time to time. We do not assume responsibility to update the views consequent to such
changes.
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TAXATION

CERTAIN U.S. FEDERAL INCOME TAX CONSIDERATIONS

The following is a summary of certain U.S. federal income tax consequences of the acquisition, ownership and
disposition of Equity Shares by a U.S. Holder (as defined below). This summary deals only with initial
purchasers of Equity Shares that are U.S. Holders and that will hold the Equity Shares as capital assets. The
discussion does not cover all aspects of U.S. federal income taxation that may be relevant to, or the actual tax
effect that any of the matters described herein will have on, the acquisition, ownership or disposition of Equity
Shares by particular investors, and does not address state, local, foreign or other tax laws. This summary also
does not address tax considerations applicable to investors that own (directly, indirectly or by attribution) 5% or
more of the stock of the Bank by vote or value, nor does this summary discuss all of the tax considerations that
may be relevant to certain types of investors subject to special treatment under the U.S. federal income tax laws
(such as financial institutions, insurance companies, investors liable for the alternative minimum tax or the
Medicare tax on net investment income, individual retirement accounts and other tax-deferred accounts, tax-
exempt organisations, dealers in securities or currencies, investors that will hold the Equity Shares as part of
straddles, hedging transactions or conversion transactions for U.S. federal income tax purposes, persons that
have ceased to be U.S. citizens or lawful permanent residents of the United States, investors holding the Equity
Shares in connection with a trade or business conducted outside of the United States, U.S. citizens or lawful
permanent residents living abroad or investors whose functional currency is not the U.S. dollar).

As used herein, the term “U.S. Holder” means a beneficial owner of Equity Shares that is, for U.S. federal
income tax purposes, (i) an individual citizen or resident of the United States, (ii) a corporation created or
organised under the laws of the United States, any state thereof or the District of Columbia, (iii) an estate the
income of which is subject to U.S. federal income tax without regard to its source or (iv) a trust if a court within
the United States is able to exercise primary supervision over the administration of the trust and one or more
U.S. persons have the authority to control all substantial decisions of the trust, or the trust has validly elected to
be treated as a domestic trust for U.S. federal income tax purposes.

The U.S. federal income tax treatment of a partner in an entity or arrangement treated as a partnership for U.S.
federal income tax purposes that holds Equity Shares will depend on the status of the partner and the activities
of the partnership. Prospective purchasers that are entities or arrangements treated as partnerships for U.S.
federal income tax purposes should consult their tax advisers concerning the U.S. federal income tax
consequences to them and their partners of the acquisition, ownership and disposition of Equity Shares by the
partnership.

This summary is based on the tax laws of the United States, including the Internal Revenue Code of 1986 (the
“Code”), as amended, its legislative history, existing and proposed regulations thereunder, published rulings and
court decisions, as well as on the income tax treaty between the United States and India (the “Treaty”), all as of
the date hereof and all subject to change at any time, possibly with retroactive effect.

THE SUMMARY OF U.S. FEDERAL INCOME TAX CONSEQUENCES SET OUT BELOW IS FOR
GENERAL INFORMATION ONLY. ALL PROSPECTIVE PURCHASERS SHOULD CONSULT THEIR
TAX ADVISERS AS TO THE PARTICULAR TAX CONSEQUENCES TO THEM OF OWNING EQUITY
SHARES, INCLUDING THEIR ELIGIBILITY FOR THE BENEFITS OF THE TREATY, THE
APPLICABILITY AND EFFECT OF STATE, LOCAL, FOREIGN AND OTHER TAX LAWS AND
POSSIBLE CHANGES IN TAX LAW.

Dividends

Subject to the passive foreign investment company (“PFIC”) rules discussed below, distributions paid by the
Bank out of current or accumulated earnings and profits (as determined for U.S. federal income tax purposes)
will generally be taxable to a U.S. Holder as foreign source dividend income and will not be eligible for the
dividends received deduction allowed to corporations. The amount of such dividend will include amounts, if
any, withheld in respect of foreign taxes. Distributions in excess of current and accumulated earnings and profits
will be treated as a non-taxable return of capital to the extent of the U.S. Holder’s basis in the Equity Shares and
thereafter as capital gain. However, the Bank does not maintain calculations of its earnings and profits in
accordance with U.S. federal income tax accounting principles. U.S. Holders should therefore assume that any
distribution by the Bank with respect to Equity Shares will be reported as ordinary dividend income. Dividends
paid by the Bank may be taxable to a non-corporate U.S. Holder at the special reduced rate normally applicable
to long term capital gain, provided the Bank qualifies for the benefits of the Treaty and certain other
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requirements are met. A U.S. Holder will not be able to claim the reduced rate on dividends received from the
Bank if the Bank is treated as a PFIC in the taxable year in which the dividends are received or in the preceding
taxable year. See sub-section titled “- Passive Foreign Investment Company Considerations”. U.S. Holders
should consult their own tax advisers with respect to the appropriate U.S. federal income tax treatment of any
distribution received from the Bank.

Dividends paid in Rupees will be included in income in a U.S. dollar amount calculated by reference to the
exchange rate in effect on the day the dividends are received, regardless of whether the Rupees are converted
into U.S. dollars at that time. If dividends received in Rupees are converted into U.S. dollars on the day they are
received, the U.S. Holder generally will not be required to recognise foreign currency gain or loss in respect of
the dividend income.

Dividends paid by the Bank will generally constitute foreign source income for foreign tax credit purposes. The
rules regarding foreign tax credits are extremely complex. Prospective purchasers should consult their tax
advisers as to the availability of and limitations on any foreign tax credit attributable to the payment of any
Indian tax.

U.S. Holders should consult their own tax advisers with respect to the appropriate U.S. federal income tax
treatment of any distribution received from the Bank.

Sale or Other Disposition

Subject to the PFIC rules discussed below, upon a sale or other disposition of Equity Shares, a U.S. Holder
generally will recognise capital gain or loss for U.S. federal income tax purposes equal to the difference, if any,
between the amount realised on the sale or other disposition and the U.S. Holder’s adjusted tax basis in the
Equity Shares, in each case determined in U.S. dollars. This capital gain or loss will be long-term capital gain or
loss if the U.S. Holder’s holding period in the Equity Shares exceeds one year. Non-corporate U.S. Holders are
subject to tax on long-term capital gain at reduced rates. The deductibility of capital loss is subject to
limitations. U.S. Holders should consult their own tax advisers about how to account for proceeds received on
the sale or other disposition of the Equity Shares that are not paid in U.S. dollars, including potential recognition
of foreign currency gain or loss.

Any gain or loss realised on the sale of Equity Shares will generally be U.S. source. Prospective purchasers
should consult their tax advisers as to the availability of and limitations on any foreign tax credit attributable to
the payment of any Indian tax.

Passive Foreign Investment Company Considerations

A foreign corporation will be a PFIC in any taxable year in which, after taking into account the income and
assets of the corporation and certain subsidiaries pursuant to applicable “look-through rules,” either (i) at least
75% of its gross income is “passive income” or (ii) at least 50% of the average value of its assets is attributable
to assets which produce passive income or are held for the production of passive income. For these purposes,
“passive income” generally includes interest, dividends and gains from non-dealer securities and transactions.
However, under certain proposed U.S. treasury regulations, the gross income derived from the active conduct of
certain banking activities is treated as non-passive income.

The Bank does not believe that it was a PFIC in its most recent taxable year and does not expect to be a PFIC
for the current taxable year. This is based on the proposed U.S. treasury regulations described above, on
estimates of the Bank’s income and assets and expectations of active banking activity. However, because the
proposed U.S. treasury regulations may not be finalised in their current form, the application of the proposed
regulations to the Bank’s circumstances is not entirely clear. The Bank’s possible status as a PFIC must be
determined annually and, as the composition of the Bank’s income and assets will vary over time, there can be
no assurance that the Bank will not be a PFIC for any year in which a U.S. Holder holds Equity Shares.

If the Bank is a PFIC in any year during which a U.S. Holder owns Equity Shares, the U.S. Holder will
generally be subject to special rules (regardless of whether the Bank continues to be a PFIC) with respect to (i)
any “excess distribution” (generally, any distribution during a taxable year in which distributions received by
the U.S. Holder on the Equity Shares are greater than 125% of the average annual distributions received by the
U.S. Holder in the three preceding taxable years or, if shorter, the U.S. Holder’s holding period for the Equity
Shares) and (ii) any gain realised on the sale or other disposition of Equity Shares. Under these rules (a) the
excess distribution or gain will be allocated rateably over the U.S. Holder’s holding period, (b) the amount
allocated to the current taxable year and any taxable year prior to the first taxable year in which the Bank is a
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PFIC will be taxed as ordinary income, and (c) the amount allocated to each of the other taxable years will be
subject to tax at the highest rate of tax in effect for the applicable class of taxpayer for that year and an interest
charge for the deemed deferral benefit will be imposed with respect to the resulting tax attributable to each such
other taxable year. Additionally, dividends paid by the Bank will not be eligible for the special reduced rate of
tax described above under “Dividends-General”.

U.S. Holders can avoid the interest charge by making a mark to market election with respect to the Equity
Shares, provided that the Equity Shares are “marketable”. Equity Shares will be marketable if they are regularly
traded on certain U.S. stock exchanges, or on a foreign stock exchange if: (i) the foreign exchange is regulated
or supervised by a governmental authority of the country in which the exchange is located; (ii) the foreign
exchange has trading volume, listing, financial disclosure, surveillance and other requirements designed to
prevent fraudulent and manipulative acts and practices, remove impediments to, and perfect the mechanism of, a
free and open, fair and orderly, market, and to protect investors; (iii) the laws of the country in which the
exchange is located and the rules of the exchange ensure that these requirements are actually enforced; and (iv)
the rules of the exchange ensure active trading of listed stocks. For these purposes, the Equity Shares will be
considered regularly traded during any calendar year during which they are traded, other than in de minimis
quantities, on at least 15 days during each calendar quarter. Any trades that have as one of their principal
purposes the meeting of this requirement will be disregarded.

A U.S. Holder that makes a mark to market election must include in ordinary income for each year an amount
equal to the excess, if any, of the fair market value of the Equity Shares at the close of the taxable year over the
U.S. Holder’s adjusted basis in the Equity Shares. An electing holder may also claim an ordinary loss deduction
for the excess, if any, of the U.S. Holder’s adjusted basis in the Equity Shares over the fair market value of the
Equity Shares at the close of the taxable year, but this deduction is allowable only to the extent of any net mark
to market gains for prior years. Gains from an actual sale or other disposition of the Equity Shares will be
treated as ordinary income, and any losses incurred on a sale or other disposition of the Equity Shares will be
treated as an ordinary loss to the extent of any net mark to market gains for prior years. Once made, the election
cannot be revoked without the consent of the IRS unless the Equity Shares cease to be marketable.

To mitigate the application of the PFIC rules discussed above, in some cases a U.S. Holder may make a
qualified electing fund (“QEF”) election to be taxed currently on its share of the PFIC’s undistributed income.
To make a QEF election, the Bank must provide U.S. Holders with certain information compiled according to
U.S. federal income tax principles. The Bank currently does not intend to provide such information for U.S.
Holders, and therefore it is expected that this election will be unavailable.

A U.S. Holder who owns, or who is treated as owning, PFIC stock during any taxable year in which the Bank is
classified as a PFIC may be required to file IRS Form 8621. Prospective purchasers should consult their tax
advisers regarding the requirement to file IRS Form 8621 and the potential application of the PFIC regime.

Backup Withholding and Information Reporting

Payments of dividends and other proceeds with respect to Equity Shares by a U.S. paying agent or other U.S.
intermediary will be reported to the IRS and to the U.S. Holder as may be required under applicable regulations.
Backup withholding may apply to these payments if the U.S. Holder fails to provide an accurate taxpayer
identification number or certification of exempt status or fails to comply with applicable certification
requirements. Certain U.S. Holders are not subject to backup withholding. U.S. Holders should consult their tax
advisers about these rules and any other reporting obligations that may apply to the ownership or disposition of
the Equity Shares, including requirements related to the holding of certain foreign financial assets.

FOREIGN ACCOUNT TAX COMPLIANCE ACT

Pursuant to certain provisions of the Code, commonly known as FATCA, a foreign financial institution (as
defined by FATCA) may be required to withhold on certain payments it makes (“foreign passthru payments”) to
persons that fail to meet certain certification, reporting or related requirements. The Bank is a foreign financial
institution for these purposes. A number of jurisdictions (including India) have entered into, or have agreed in
substance to, intergovernmental agreements with the United States to implement FATCA (“IGAs”), which
modify the way in which FATCA applies in their jurisdictions. Certain aspects of the application of the FATCA
provisions and IGAs to instruments such as the Equity Shares, including whether withholding would ever be
required pursuant to FATCA or an IGA with respect to payments on instruments such as the Equity Shares, are
uncertain and may be subject to change. Even if withholding would be required pursuant to FATCA or an IGA
with respect to payments on instruments such as the Equity Shares, proposed regulations have been issued that
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provide that such withholding would not apply prior to the date that is two years after the date on which final
regulations defining “foreign passthru payments” are published in the U.S. Federal Register. In the preamble to
the proposed regulations, the U.S. Treasury Department indicated that taxpayers may rely on these proposed
regulations until the issuance of final regulations. Holders should consult their own tax advisers regarding how
these rules may apply to their investment in the Equity Shares.
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SECTION IV: ABOUT OUR BANK
INDUSTRY OVERVIEW

The information in this section has been extracted from publicly available documents from various sources,
including officially prepared materials from the Government and its various ministries, the Reserve Bank of
India (“RBI”) and the Indian Banks’ Association (“IBA”), and has not been prepared or independently
verified by us, any of the Book Running Lead Managers or any of their affiliates or advisors. Wherever we
have relied on figures published by the RBI, unless stated otherwise, we have relied on the RBI's Annual
Reports, Bi-monthly Monetary Policy Statements of RBI, Reports on Trend and Progress of Banking in India,
RBI Data on sectoral deployment of Bank credit, RBIs Quarterly Statistics on Deposits and Credit of
scheduled commercial banks, RBI's Financial Stability Reports, and the accompanying Explanatory Notes.
Industry sources and publications referred to by us state that the information contained therein has been
obtained from sources generally believed to be reliable, but their accuracy, completeness and underlying
assumptions are not guaranteed and their reliability cannot be assured and, accordingly, investment
decisions should not be based on such information. Statements in this section that are not statements of
historical fact constitute ‘‘forward-looking statements”. Such forward-looking statements are subject to
various risks, assumptions and uncertainties, and certain factors could cause actual results or outcomes to
differ materially.

Indian Economy

In recent years, India has been a popular destination for foreign direct investment (“FDI”), owing to its well-
developed private corporate sector, large untapped consumer market potential, large, well-educated and
English speaking skilled workforce, political stability and improved ease of doing business. Overall, India
attracted FDI of approximately U.S$51.4 billion in the first nine months of fiscal year 2020 and U.S$62.0
billion in fiscal year 2019 as compared to an average of U.S$30.3 billion from fiscal year 2001 to fiscal year
2018. (Source: DPIIT, Fact sheet on foreign direct investment). One of the largest economies in the world,
the Indian economy is estimated to attain a gross domestic product (“GDP”’) of 3203.40 trillion, for fiscal
year 2020 (at current prices) . It is one of major economies in the world, with an estimated GDP growth of
4.2% for fiscal year 2020, driven largely by private consumption. Fiscal year 2019 was characterized by
moderate growth for the Indian economy amidst global trade uncertainties. GDP growth rate showed a
marginal decline from 7.0% in fiscal year 2018 to 6.1% in fiscal year 2019, largely due to a decrease in
government expenditure. Real GDP growth for fiscal year 2020 is estimated to have slowed to 4.2%,
weighed in part by the impact of the COVID-19 pandemic as nationwide lockdown imposed by Central
Government led to slowdown in economic activity across sectors. (Sources: RBI, Monetary Policy Report,
2020 April; RBI, Annual Report 2018-19; Ministry Of Statistics And Programme Implementation, Press notes
January 31 and May 29, 2020)

India’s retail inflation, measured by the consumer price index (“CPI”), rose in fiscal year 2020, averaging at
4.8% against an average of 3.4% for fiscal year 2019. In the fourth quarter of fiscal year 2020, it peaked to
7.6% in January 2020 and fell to 5.9% in March 2020, led by a decline in food inflation. (Source: Ministry of
Finance, Monthly Economic Report, April 2020.) Considering the macroeconomic risks brought on by the
COVID-19 pandemic on both demand and supply sides, the RBI’s Monetary Policy Committee (“MPC”)
advanced its sixth bi-monthly meeting for fiscal year 2020, to announce on March 27, 2020, a cut in the
policy repo rate by 75 basis points to 4.4% and several other measures. Simultaneously, the fixed rate reverse
repo rate, which sets the floor of the liquidity adjustment facility (“LAF”), was reduced by 90 basis points to
4.0%, thus creating a wider policy corridor, that is, the difference between the reverse repo rate and the
marginal standing facility (“MSF”) rate. On April 17, 2020 the RBI cut the reverse repo rate by 25 basis
points to further widen the policy corridor to 90 basis points. These policy corridor widening measures were
with intent to make it relatively unattractive for banks to passively deposit funds with the RBI and motivate
banks use these funds for lending to other sectors of the economy. (Source: RBI, Monetary Policy Report,
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April 2020). On May 22, 2020, the MPC, once again advanced its scheduled first bi-monthly meeting for
fiscal year 2021, to announce a repo rate cut of 40 bps and other measures to revive growth and mitigate the
impact of COVID-19. In its meeting, the MPC was of the view that headline inflation may remain firm in the
first half of fiscal year 2021 but ease in the second half, falling below the target (of 4%, +/- 2%), by the third
and fourth quarters of the fiscal year.

Global Economy

Trade policy uncertainty, geopolitical tensions, and idiosyncratic stress in key emerging market economies
continued to weigh on global economic activity—especially manufacturing and trade—in the second half of
2019. Despite these headwinds, some indications emerged toward year-end that global growth may be
bottoming out. Moreover, monetary policy easing continued into the second half of 2019 in several
economies. Since early 2020 however, the COVID-19 pandemic has been inflicting high and rising human
costs worldwide, with a severe impact on economic activity. There is extreme uncertainty around the global
growth forecast; consequently, global growth is projected to contract, from having grown at an estimated
2.9% in 2019 to -4.9% in 2020. In 2021 however, economic growth is expected to recover strongly to 5.4%.
Recent significant actions of large central banks with monetary stimulus and liquidity facilities to reduce
systemic stress have supported confidence and limited amplification of the shock, ensuring that the economy
is better placed to recover. Broad-based fiscal stimulus can pre-empt a steeper decline in confidence, lift
aggregate demand, and avert an even deeper downturn. (Source: IMF, World Economic Outlook, January,
June 2020)

Indian Banking Industry

The RBI, the central banking and monetary authority of India, is the central regulatory and supervisory
authority for Indian banks and non-banking finance companies. The budget of the Government presented on
July 5, 2019 provided RBI with the authority to regulate housing finance companies. A variety of financial
intermediaries in the public and private sectors participate in India’s financial sector, including the following:

) commercial banks;

° small finance banks and payment banks;

. long-term lending institutions;

° non-banking financial companies, including housing finance companies;

° other specialized financial institutions and state-level financial institutions;
° insurance companies; and

° mutual funds.

Until the 1980s, the Indian financial system was strictly controlled. Interest rates were administered by the
Government. Formal and informal parameters governed asset allocation and strict controls limited entry into
and expansion within the financial sector. Bank profitability was low, NPAs were comparatively high, capital
adequacy was diminished and operational flexibility was hindered. The Government’s economic reform
program, which began in 1991, encompassed the financial sector. The first phase of the reform process began
with implementation of the recommendations of the Committee on the Financial System, known as the
Narasimham Committee 1. Following that, reports were submitted in 1997 and 1998 by other committees,
such as the second Committee on Banking Sector Reform, known as the Narasimham Committee II, and the
Tarapore Committee on Capital Account Convertibility. This, in turn, led to the second phase of reforms
relating to capital adequacy requirements, asset classification and provisioning, risk management and merger
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policies. The deregulation of interest rates, the emergence of a liberalized domestic capital market, and the
entry of new private sector banks have progressively intensified the competition among banks.

Banks in India may be categorized as scheduled banks and non-scheduled banks, where the former are banks
that are included in the second schedule to the RBI Act 1934, as amended. These banks comprise scheduled
commercial banks and scheduled cooperative banks. Scheduled commercial banks (“SCBs”) may further be
classified as, chiefly, public sector banks, private sector banks, foreign banks, small finance banks and
regional rural banks. The focus of commercial banks in India has traditionally been on meeting the short-term
financing needs of industry, trade, and agriculture sectors. In recent years, they have also focused on
increasing long-term financing to sectors like infrastructure.

Constituents of the Indian Banking Industry

The Reserve Bank of India (“RBI"”)

The RBI is the central regulatory and supervisory authority for the Indian banking sector. Besides regulating
and supervising the banking system, the RBI performs the following important functions:

. acts as the central bank and the monetary authority;

° issues currency;

° manages debt for central government and certain state governments that have entered into agreements
with it;

. regulates and supervises NBFCs;

° manages the country’s foreign exchange reserves;

° manages the capital account of the balance of payments;

° regulates and supervises payment settlement systems;

. operates a grievance redressal scheme for bank customers through the Banking Ombudsmen and

formulates policies for fair treatment of banking customers; and

° develops initiatives such as financial inclusion and strengthening of the credit delivery mechanisms to
priority sectors and weaker sections, including agricultural entities, small and micro-enterprises, and
for affordable housing and education.

The RBI issues guidelines on various issues relating to the financial reporting of entities under its supervision.
These guidelines regulate exposure standards, income recognition practices, asset classification, provisioning
for non-performing and restructured assets, investment valuation, and capital adequacy. All the institutions
under the purview of the RBI are required to furnish information relating to their businesses on a regular
basis.

Public Sector Banks

Public sector banks (“PSBs”) are scheduled commercial banks with a significant government shareholding
and constitute the largest category in the Indian banking system. These include the 12 nationalised banks, as
of April 2020, taking into account the amalgamation of certain PSBs in March 2020 (Source: RBI, List of
SCBs, April 13, 2020) and Regional Rural Banks.

In March 2017, the Government approved the acquisition and merger of Bharatiya Mahila Bank Limited by
the State Bank of India, effective from April 2017. In September 2018, the Government also announced the
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merger of public sector banks, Dena Bank and Vijaya Bank with Bank of Baroda. Further in August 2019, the
Government announced the mergers of 10 public sector banks:

o Oriental Bank of Commerce and United Bank of India with Punjab National Bank
o Andhra Bank and Corporation Bank with Union Bank of India

° Syndicate Bank with Canara Bank

. Allahabad Bank with Indian Bank

As of March 2020, PSBs accounted for 57.5% of the total credit and 62.3% of the total deposits of all SCBs.
(Source: RBI, Quarterly Statistics on Deposits and Credit of Scheduled Commercial Banks.)

Regional rural banks (“RRBs”) were established from 1976 to 1987 by central government, state
governments and sponsoring commercial banks jointly, with a view to developing the rural economy.
Regional rural banks provide credit to small farmers, artisans, small entrepreneurs, and agricultural labourers.
The NABARD is responsible for regulating and supervising the functions of the RRBs.

Private Sector Banks

After bank nationalization, which commenced in 1969 and was completed in 1980, the majority of Indian
banks were public sector banks. Some of the existing private sector banks (“PVBs”), which showed signs of
an eventual default, were merged with state-owned banks. In July 1993, as part of the banking reform process
and as a measure to encourage competition in the banking sector, the RBI permitted entry by the private
sector into the banking system. This resulted in the emergence of PVBs, collectively known as the “New
Private Sector Banks”.

Following the budget announcement that year, the New Banks Licensing Guidelines were issued by the RBI
on February 22, 2013. On April 2, 2014, the RBI granted “in-principle” approval to two applicants, IDFC
Bank and Bandhan Bank, to set up universal banks under the New Banks Licensing Guidelines, and, pursuant
to that, those two applicants have established banks. On May 5, 2016, the RBI released draft guidelines for
“on-tap” licensing of universal banks in the private sector. As these licenses are on-tap, there is no special
window and applicants can apply at any time. While large industrial houses are barred, entities or groups in
the private sector that are “owned and controlled by residents” (as defined in the FEMA Regulations, as
amended from time to time) and have a successful track record for at least 10 years are allowed to be
promoted to universal banks, provided that such entity/group has total assets of 50 billion or more and the
non-financial business of the group does not account for 40% or more in terms of total assets or gross income.

The RBI also issued separate guidelines, both dated November 27, 2014, on licensing of “small finance
banks” and “payments banks” in the private sector in the banking industry, including the eligibility criteria,
scope, capital requirements, shareholding structure, prudential norms, and other corporate governance
practices applicable to such proposed entities. Further, the RBI, by way of its circular dated December 5,
2019, issued the “Guidelines for ‘on tap’ Licensing of Small Finance Banks in the Private Sector” setting out,
amongst other things, the revised registration and licensing requirements as well the eligibility criteria.

On August 19, 2015, the RBI had granted in-principle approvals to 11 applicants to set up payment banks.
The total number of payments banks currently operational in India stands at 6. Similarly on September 16,
2015, RBI granted in-principle approvals to 10 applications to set up small finance banks. On January 6, 2020
the RBI granted “in-principle” approval to the Shivalik Mercantile Co-operative Bank for transition into a
Small Finance Bank (“SFB”). As of April, 2020, there were a total of 22 private banks (including IDBI).
(Source: RBI, Report on Trend and Progress of Banking in India, 2018-19)
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As of March 2020, PVBs accounted for 34.5% of the total credit and 29.0% of the total deposits of all SCBs.
In fiscal year 2020, PVBs’ grew their total credit by 9.3% and total deposits by 10.4% (Source: RBI,
Quarterly Statistics on Deposits and Credit of Scheduled Commercial Banks.)

Foreign Banks

In 2009, as part of the liberalization process that accompanied the second phase of the reform process that
began in 2005, the RBI began permitting foreign banks to operate more freely, subject to requirements largely
similar to those imposed on domestic banks. The primary activity of most foreign banks in India has been in
the corporate segment. However, some of the larger foreign banks have made retail banking a significant part
of their portfolios. Most foreign banks operate in India through branches of the parent bank. Certain foreign
banks also have wholly-owned non-banking financial company subsidiaries or joint ventures for both
corporate and retail lending. In 2004, the RBI stipulated that banks, including foreign banks operating in
India, should not acquire any new stakes in another bank’s equity shares if, by such acquisition, the investing
bank’s holding would exceed 5.0% of the investee bank’s equity capital. On February 28, 2005, the RBI
issued a “Roadmap for Presence of Foreign Banks in India”, announcing the following measures to be
implemented in two phases:

. During the first phase (from March 2005 through to March 2009), foreign banks were allowed to
establish a presence by setting up wholly-owned subsidiaries or by converting existing branches into
wholly-owned subsidiaries.

° Also during the first phase, foreign banks were allowed to acquire a controlling stake in private sector
banks identified by the RBI for restructuring. This was only to be done in a phased manner.

° For new and existing foreign banks, proposals were made to go beyond the existing World Trade
Organization commitment of allowing increases of 12 branches per year. A more liberal policy will be
followed for areas with a small number of banks.

° During the second phase (from April 2009 onwards) and after a review of the first phase, foreign banks
were allowed to acquire up to 74.0% in private sector banks in India.

In April 2009, in light of deteriorating global financial markets, the RBI postponed the second phase until
greater clarity emerged as to recovery and reform of the global regulatory and supervisory architecture. In
January 2011, the RBI released a draft discussion paper on the model of presence of foreign banks in India.
The paper indicated a preference for a wholly-owned subsidiary model of presence over a branch model.
Other recommendations of the discussion paper included requiring systemically important foreign banks to
convert their Indian operations into wholly-owned subsidiaries, a less restrictive branch expansion policy and
the ability to raise Rupee debt through issuance of non-equity capital instruments for such converted
subsidiaries, lower priority sector targets as compared to domestic banks, and unified regulation for both
Indian and foreign banks with respect to investments in subsidiaries and associates.

In July 2012, the RBI revised priority sector lending norms and mandated foreign banks with 20 branches or
more in India to meet priority lending norms as prescribed for domestic banks within the five-year period
commencing on April 1, 2014. All other foreign banks will continue to be subject to the existing overall target
of 32%.

In November 2013, the RBI issued a scheme for setting up wholly-owned subsidiaries by foreign banks in
India. The scheme envisaged that foreign banks that commenced business in India after August 2010, or do so
in the future, would be permitted to do so only through wholly-owned subsidiaries if certain specified criteria
applied to them. These criteria include incorporation in a jurisdiction that gives legal preference to home
country depositor claims in the case of winding-up proceedings, among others.
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Further, a foreign bank that has set up operations in India through the branch model after August 2010 will be
required to convert its operations into a subsidiary if it is considered to be systemically important. A bank
would be considered to be systemically important if the assets on its Indian balance sheet (including credit
equivalent of off balance sheet items) equals 0.25% of the total assets (inclusive of credit equivalents of off
balance sheet items) for all scheduled commercial banks in India as of March 31 of the preceding year.
Establishment of a subsidiary would require approval of the home country regulator or supervisor and the
RBI, which would be subject to various factors, including economic and political relations with the country of
incorporation of the parent bank and reciprocity with the home country of the parent bank. The regulatory
framework for a subsidiary of a foreign bank would be substantially similar to that applicable to domestic
banks, including with respect to priority sector lending and branch expansion. Wholly-owned subsidiaries of
foreign banks may, after further review, be permitted to enter into merger and acquisition transactions with
Indian private sector banks, subject to adherence to the foreign ownership limit of 74.00% that is currently
applicable to Indian private sector banks.

As of April 2020, there were 44 foreign banks operating in India. As of March 2020, Foreign Banks, through
their 307 reporting offices, accounted for approximately 4.8% of deposits and approximately 4.2% of
aggregate advances of SCBs. (Source: RBI, Quarterly Statistics on Deposits and Credit of Scheduled
Commercial Banks.)

Cooperative Banks

Cooperative banks cater to the financing needs of agriculture, small industry and self-employed businessmen
in urban, semi-urban, and rural areas of India. The state land development banks and the primary land
development banks provide long-term credit for agriculture. The Banking Regulation (Amendment) and
Miscellaneous Provisions Act, 2004, which came into effect on September 24, 2004, specifies that all multi-
state cooperative banks are under the supervision and regulation of the RBI. Accordingly, the RBI is currently
responsible for the supervision and regulation of urban cooperative societies, state cooperative banks, and
district central cooperative banks. The wide network of cooperative banks, both rural and urban, supplements
the commercial banking network for deepening financial intermediation by bringing a large number of
depositors/borrowers under the formal banking network.

According to the RBI’s ‘Trends and Progress in Banking’ report for fiscal year 2019, there were 1,544 urban
co-operative banks (as of March 2019) and 96,248 rural co-operative banks (as of March 2018), amounting to
97, 792 co-operative banks.

Key Banking Industry Trends in India

Retail Banking

The retail credit market in India has undergone a significant transformation over the last decade and has
experienced rapid growth due to consumer credit becoming cheaper and more widely available, and a more
acceptable avenue of funding for consumers. The market has changed dramatically owing to the following
factors:

° increased focus by banks and financial institutions on consumer credit, resulting in a market shift
towards regulated players from unregulated money lenders or financiers;

. increasing desire by consumers to acquire assets such as cars, goods, and houses on credit;
° fast emerging middle class and growing number of households in a bank’s target segment;
° improved terms of credit;
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° legislative changes that offer greater protection to lenders against fraud and potential default,
increasing the incentive to lend; and

o growing number of households in a bank’s target segment

In fiscal year 2020, 56.6% of growth in bank credit was on account of retail banking (personal loans,
including priority sector housing), driven largely by the housing sector credit growth of 15.4% year-on-year
(“y-0-y”). During the same period, credit for vehicle loans grew by 9.1% while credit for education contracted
by 3.3%.

In fiscal year 2019, 33.1% of growth in bank credit was on account of retail banking (personal loans,
including priority sector housing), driven largely by the housing sector credit growth of 19.0% y-o-y. During
the same period, credit for vehicle loans grew by 6.5% while credit for education contracted by 2.5%.
(Source: RBI, Data on Sectoral Deployment of Bank Credit.)

Commercial Banking Trends

Credit

In fiscal year 2020, overall commercial banking credit growth was weighed by slowing growth across sectors,
with services leading the growth at 7.4% y-o-y, followed by agriculture and allied activities at 4.2% and
industry at just 0.7%. Growth in credit for services was driven largely by credit to NBFCs, growing at 25.9%
y-o-y followed by credit for trade at 4.6%. Within the industry sector, y-o-y credit growth for micro & small
and large industries was 1.7% and 0.6% respectively. However, credit for medium industries contracted
marginally by 0.7% y-o-y. Bank credit to industry witnessed muted growth in fiscal year 2020, mainly due to
contraction in credit to metal, gems and jewellery, engineering, textile, food processing and infrastructure
sub-sectors. (Source: RBI, Data on Sectoral Deployment of Bank Credit)

In fiscal year 2020, SCBs’ total credit growth moderated to 6.4%, driven largely by PVBs at 9.3% and PSBs
at4.2%

Fiscal year 2019 witnessed greater overall commercial banking credit flow, led by services at 17.8% y-o-y,
followed by agriculture and allied activities at 7.9% and then industry at 6.9%. Growth in credit for service