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NOTICE TO INVESTORS

Our Bank has furnished and accepts full responsibility for all of the information contained in this Preliminary
Placement Document and confirms that to its best of knowledge and belief, having made all reasonable enquiries,
this Preliminary Placement Document contains all information with respect to our Bank and the Equity Shares
that is material in the context of the Issue. The statements contained in this Preliminary Placement Document
relating to our Bank and the Equity Shares are, in all material respects, true, accurate and not misleading. The
opinions and intentions expressed in this Preliminary Placement Document with regard to our Bank and the Equity
Shares are honestly held, have been reached after considering all relevant circumstances and are based on
reasonable assumptions and information presently available to our Bank. There are no other facts in relation to
our Bank and the Equity Shares, the omission of which would, in the context of the Issue, make any statement in
this Preliminary Placement Document misleading in any material respect. Further, our Bank has made all
reasonable enquiries to ascertain such facts and to verify the accuracy of all such information and statements.

The Sole Global Coordinator and Book Running Lead Manager has not separately verified the information
contained in this Preliminary Placement Document (financial, legal or otherwise). Accordingly, neither the Sole
Global Coordinator and Book Running Lead Manager, nor any of its respective affiliates, including any of its
shareholders, employees, counsel, officers, directors, representatives, agents or affiliates make any express or
implied representation, warranty or undertaking, and no responsibility or liability is accepted by the Sole Global
Coordinator and Book Running Lead Manager, nor any of its respective affiliates, including any of its
shareholders, employees, counsels, officers, directors, representatives, agents or affiliates, as to the accuracy or
completeness of the information contained in this Preliminary Placement Document or any other information
supplied in connection with the Equity Shares or their distribution. Each person receiving this Preliminary
Placement Document acknowledges that such person has not relied on the Sole Global Coordinator and Book
Running Lead Manager, or any of its respective affiliates, including any of its shareholders, employees, counsel,
officers, directors, representatives, agents or affiliates in connection with its investigation of the accuracy of such
information or its investment decision, and each such person must rely on its own examination of our Bank and
the merits and risks involved in investing in the Equity Shares. Prospective investors should not construe the
contents of this Preliminary Placement Document as legal, tax, accounting or investment advice.

No person is authorised to give any information or to make any representation not contained in this Preliminary
Placement Document and any information or representation not so contained must not be relied upon as having
been authorised by or on behalf of our Bank or by or on behalf of the Sole Global Coordinator and Book Running
Lead Manager. The delivery of this Preliminary Placement Document at any time does not imply that the
information contained in it is correct as of any time subsequent to its date.

The Equity Shares have not been approved, disapproved or recommended by any other regulatory
authority in any jurisdiction including the U.S. Securities and Exchange Commission, any other federal or
state authorities in the United States or the securities authorities of any non-United States jurisdiction or
any other United States or non-United States regulatory authority. No authority has passed on or endorsed
the merits of the Issue or the accuracy or adequacy of this Preliminary Placement Document. Any
representation to the contrary is a criminal offense in the United States and may be a criminal offense in
other jurisdictions.

The distribution of this Preliminary Placement Document and the issuance of Equity Shares pursuant to the Issue
may be restricted by law in certain jurisdictions. As such, this Preliminary Placement Document does not
constitute, and may not be used for or in connection with, an offer or solicitation by any one in any jurisdiction in
which such offer or solicitation is not authorised or to any person to whom it is unlawful to make such offer or
solicitation. In particular, no action has been taken by our Bank and the Sole Global Coordinator and Book
Running Lead Manager which would permit an issue of the Equity Shares or distribution of this Preliminary
Placement Document in any jurisdiction, other than India, where action for that purpose is required. Accordingly,
the Equity Shares may not be offered or sold, directly or indirectly, and neither this Preliminary Placement
Document nor any other Issue-related materials in connection with the Equity Shares may be distributed or
published in or from any country or jurisdiction, except under circumstances that will result in compliance with
any applicable rules and regulations of any such country or jurisdiction.

The Equity Shares have not been and will not be registered under the U.S. Securities Act, or any state securities
laws of the United States and unless so registered may not be offered, sold or delivered within the United States
except pursuant to an exemption from, or in a transaction not subject to, the registration requirements of the U.S.
Securities Act and applicable U.S. state securities laws. Accordingly, the Equity Shares are being offered and sold



outside the United States in offshore transactions in reliance on Regulation S. The Equity Shares are only being
offered and sold outside the United States in offshore transactions in reliance on Regulation S and the applicable
laws of the jurisdictions where those offers and sales are made. For a description of these and certain further
restrictions on offers, sales and transfers of the Equity Shares and distribution of this Preliminary Placement
Document, see “Distribution and Solicitation Restrictions” and “Transfer Restrictions” beginning on pages
186 and 191, respectively. Purchaser of the Equity Shares will be deemed to make the representations, warranties,
acknowledgments and agreements set forth in the sections “Representations by Investors”, “Distribution and
Solicitation Restrictions” and “Transfer Restrictions” on pages 3, 186 and 191, respectively.

The distribution of this Preliminary Placement Document or the disclosure of its contents without the prior consent
of our Bank to any person, other than QIBs whose names are recorded by our Bank prior to the invitation to
subscribe to the Issue, in consultation with the Sole Global Coordinator and Book Running Lead Manager or its
representatives, and those retained by QIBs to advise them with respect to their purchase of the Equity Shares is
unauthorised and prohibited. Each prospective investor, by accepting delivery of this Preliminary Placement
Document, agrees to observe the foregoing restrictions and to make no copies of this Preliminary Placement
Document or any documents referred to in this Preliminary Placement Document.

In making an investment decision, prospective investors must rely on their own examination of our Bank, and the
terms of the Issue, including the merits and risks involved. Investors should not construe the contents of this
Preliminary Placement Document as legal, tax, accounting or investment advice. Investors should consult their
own counsel and advisors as to business, legal, tax, accounting and related matters concerning the Issue. In
addition, neither our Bank nor the Sole Global Coordinator and Book Running Lead Manager is making any
representation to any offeree or purchaser of the Equity Shares regarding the legality of an investment in the
Equity Shares by such offeree or purchaser under applicable legal, investment or similar laws or regulations.

Each subscriber of the Equity Shares in the Issue is deemed to have acknowledged, represented and agreed
that it is eligible to invest in India and in our Bank under Indian law, including Chapter VIII of the SEBI
ICDR Regulations and Section 42 of the Companies Act, and that it is not prohibited by SEBI or any other
statutory authority from buying, selling or dealing in the securities including the Equity Shares. Each
subscriber of the Equity Shares in the Issue also acknowledges that it has been afforded an opportunity to
request from our Bank and review information relating to our Bank and the Equity Shares.

This Preliminary Placement Document contains summaries of the terms of certain documents, which are qualified
in their entirety by the terms and conditions of such documents.

The information on our Bank’s website, www.dcbbank.com, or any website directly or indirectly linked to our
Bank’s website does not constitute or form part of this Preliminary Placement Document. Prospective investors
should not rely on the information contained in, or available through such websites.

NOTICE TO INVESTORS IN CERTAIN OTHER JURISDICTIONS

For information for investors in certain other jurisdictions, please see “Distribution and Solicitation Restrictions”
and “Transfer Restrictions” beginning on pages 186 and 191, respectively.



REPRESENTATIONS BY INVESTORS

All references to “you” or “your” in this section are to the prospective investors in the Issue. By bidding for and
subscribing to any of the Equity Shares in the Issue, you are deemed to have represented, warranted, acknowledged
and agreed to our Bank and the Sole Global Coordinator and Book Running Lead Manager as follows:

a.

you (i) are a QIB as defined under Regulation 2(1)(zd) of the SEBI ICDR Regulations and are not excluded
pursuant to Regulation 86(1)(b) of the SEBI ICDR Regulations; (ii) have a valid and existing registration
under applicable laws of India (as applicable); and (iii) undertake to acquire, hold, manage or dispose of any
Equity Shares that are Allocated to you for the purposes of your business in accordance with Chapter VIII of
the SEBI ICDR Regulations and undertake to comply with the SEBI ICDR Regulations, the Companies Act,
2013, the Companies Act, 1956 to the extent applicable (together the “Companies Act”) and all other
applicable laws, including in respect of reporting requirements, if any;

if you are not a resident of India, but a QIB, you are a FIl (including a sub-account other than a sub-account
which is a foreign corporate or a foreign individual) having a valid and existing certificate of registration with
SEBI under the applicable laws in India or a FPI having a valid and existing registration with SEBI under the
applicable laws in India and are eligible to invest in India under applicable law, including under Schedule 2
and 2A of the FEMA 20, and any notifications, circulars or clarifications issued thereunder, and have not
been prohibited by SEBI or any other regulatory authority, from buying, selling or dealing in securities. Your
investment in the Issue will be made under Schedule 2 and Schedule 2A of FEMA 20.

you are eligible to invest in India under applicable laws, including the Foreign Exchange Management
(Transfer or Issue of Security by a Person Resident Outside India) Regulations, 2000, as amended and any
notification, circulars or clarification issued thereunder, and have not been prohibited by SEBI or any other
regulatory authority from buying, selling or dealing in securities;

you will make all necessary filings with the appropriate regulatory authorities including with the RBI, as
required, pursuant to applicable laws;

you confirm that if you are Allotted Equity Shares pursuant to the Issue, you shall not, for a period of one
year from the date of Allotment (hereinafter defined), sell the Equity Shares so acquired, except on the
recognised the Stock Exchanges;

you are aware that this Preliminary Placement Document has not been, and will not be, registered as a
prospectus under the Companies Act, 2013 and the SEBI ICDR Regulations or under any other law in force
in India. You are aware that this Preliminary Placement Document has not been reviewed or affirmed by
SEBI, RBI, the Stock Exchanges or any other regulatory or listing authority and is intended for use only by
QIBs. This Preliminary Placement Document has been filed (and the Placement Document will be filed) with
the Stock Exchanges for record purposes only and this Preliminary Placement Document has been displayed
(and the Placement Document will be displayed) on the websites of our Bank and the Stock Exchanges;

you are entitled and have necessary capacity to acquire/subscribe for the Equity Shares under the laws of all
relevant jurisdictions which apply to you and that you have fully observed such laws and obtained all such
governmental and other consents in each case which may be required there under and complied with all
necessary formalities and have obtained all necessary consents and authorities to enable you to commit to
participation in the Issue and to perform your obligations in relation thereto (including, in the case of any
person on whose behalf you are acting, all necessary consents and authorisations to agree to the terms set out
or referred to in this Preliminary Placement Document), and will honour such obligations;

neither our Bank nor the Sole Global Coordinator and Book Running Lead Manager or any of their respective
affiliates including any of its respective shareholders, directors, officers, employees, counsel, representatives,
agents is making any recommendation to you or, advising you regarding the suitability of any transactions
you may enter into in connection with the Issue; your participation in the Issue is on the basis that you are
not, and will not, up to Allotment, be a client of the Sole Global Coordinator and Book Running Lead Manager
and that neither the Sole Global Coordinator and Book Running Lead Manager nor any of its respective
affiliates including any of its respective shareholders, directors, officers, employees, counsel, representatives,
agents have any duty or responsibility to you for providing the protection afforded to their clients or customers
for providing advice in relation to the Issue and are not in any way acting in any fiduciary capacity;



all statements other than statements of historical fact included in this Preliminary Placement Document,
including, without limitation, those regarding our Bank’s financial position, business strategy, plans and
objectives of management for future operations (including development plans and objectives relating to our
Bank’s business), are forward-looking statements. Such forward-looking statements involve known and
unknown risks, uncertainties and other important factors that could cause actual results to be materially
different from future results, performance or achievements expressed or implied by such forward-looking
statements. Such forward-looking statements are based on numerous assumptions regarding our Bank’s
present and future business strategies and environment in which we will operate in the future. You should not
place reliance on forward looking statements, which speak only as at the date of this Preliminary Placement
Document. Our Bank or any of its shareholders, Directors, officers, employees, counsels, advisors,
representatives, agents or affiliates assumes no responsibility to update any of the forward-looking statements
contained in this Preliminary Placement Document;

you are aware and understand that the Equity Shares are being offered only to QIBs and are not being offered
to the general public and the allotment of the Equity Shares shall be on a discretionary basis at the discretion
of our Bank in consultation with the Sole Global Coordinator and Book Running Lead Manager;

you have made, or been deemed to have made, as applicable, the representations, warranties,
acknowledgements and undertakings as set forth under the chapter titled “Transfer Restrictions”;

you have been provided a serially numbered copy of this Preliminary Placement Document and have read
this Preliminary Placement Document in its entirety including, in particular the section on “Risk Factors” on
page 37;

that in making your investment decision (i) you have relied on your own examination of our Bank and the
terms of the Issue, including the merits and risks involved; (ii) you have made and will continue to make your
own assessment of our Bank, the Equity Shares and the terms of the Issue based solely on the information
contained in this Preliminary Placement Document and no other representation by our Bank or any other
party; (iii) you have consulted your own independent advisors (including tax advisors) or otherwise have
satisfied yourself concerning, without limitation, the effects of local laws and taxation matters; (iv) you have
relied solely on the information contained in this Preliminary Placement Document and no other disclosure
or representation by our Bank or the Sole Global Coordinator and Book Running Lead Manager or any other
party; (v) you have received all information that you believe is necessary or appropriate in order to make an
investment decision in respect of our Bank and the Equity Shares; and (vi) relied upon your investigation and
resources in deciding to invest in the Issue.

neither the Sole Global Coordinator and Book Running Lead Manager nor any of its respective affiliates
including any of its respective shareholders, directors, officers, employees, counsel, representatives, agents
or affiliates have provided you with any tax advice or otherwise made any representations regarding the tax
consequences of purchase, ownership or disposal of the Equity Shares (including, but not limited, to the Issue
and the use of the proceeds from the Equity Shares). You will obtain your own independent tax advice from
a reputable service provider and will not rely on the Sole Global Coordinator and Book Running Lead
Manager or any of its respective affiliates including any of its respective shareholders, directors, officers,
employees, counsel, representatives, agents or affiliates when evaluating the tax consequences of the Equity
Shares (including, but not limited to, the Issue and the use of the proceeds from the Equity Shares). You
waive and agree not to assert any claim against our Bank, the Sole Global Coordinator and Book Running
Lead Manager or any of their respective affiliates including any of their respective shareholders, directors,
officers, employees, counsel, representatives, agents or affiliates with respect to the tax aspects of the Equity
Shares or as a result of any tax audits by tax authorities, wherever situated;

you are a sophisticated investor and have such knowledge and experience in financial and business matters
as to be capable of evaluating the merits and risks of the investment in the Equity Shares and you and any
accounts for which you are subscribing to the Equity Shares: (i) are each able to bear the economic risk of
the investment in the Equity Shares; (ii) will not look to our Bank, the Sole Global Coordinator and Book
Running Lead Manager or its respective shareholders, directors, officers, employees, counsel, representatives,
agents or affiliates for all or part of any such loss or losses that may be suffered including losses arising out
of non-performance by our Bank of any of its respective obligations or any breach of any representations and
warranties by our Bank, whether to you or otherwise; (iii) are able to sustain a complete loss on the investment
in the Equity Shares; (iv) have no need for liquidity with respect to the investment in the Equity Shares; and
(v) have no reason to anticipate any change in your or their circumstances, financial or otherwise, which may



cause or require any sale or distribution by you or them of all or any part of the Equity Shares;

that where you are acquiring the Equity Shares for one or more managed accounts, you represent and warrant
that you are authorised in writing, by each such managed account to acquire the Equity Shares for each
managed account and to make (and you hereby make) the representations, warranties, acknowledgements,
undertakings and agreements herein for and on behalf of each such managed account, reading the reference
to “you” to include such accounts;

you agree and acknowledge that in terms of Section 42(7) of the Companies Act, 2013, our Bank shall file
the list of QIBs (to whom this Preliminary Placement Document are circulated) along with other particulars
with the RoC and SEBI within 30 days of circulation of this Preliminary Placement Document and other
filings required under the Companies Act, 2013;

you are not a ‘promoter’ of our Bank, as defined under Section 2(69) of the Companies Act, 2013 and the
SEBI ICDR Regulations, and are not a person related to the Promoter or to group companies of the Promoter,
either directly or indirectly and your Bid does not directly or indirectly represent the Promoter or persons
related to the Promoter of our Bank or to group companies of the Promoter of our Bank;

in relation to our Bank, you have no rights under a shareholders’ agreement or voting agreement with the
Promoter or persons related to them, no veto rights or right to appoint any nominee director on the Board of
Directors of our Bank other than such rights acquired, if any, in the capacity of a lender not holding any
Equity Shares of our Bank, the acquisition of which shall not deem you to be a promoter (as defined under
SEBI ICDR Regulations), a person related to;

you have no right to withdraw your Bid after the Bid/Issue Closing Date;

you are eligible to Bid and hold the Equity Shares so Allotted together with any Equity Shares held by you
prior to the Issue. You further confirm that your aggregate holding upon the issue of the Equity Shares shall
not exceed the level permissible as per any applicable regulations;

the Bid submitted by you would not eventually result in triggering a tender offer under the Takeover
Regulations;

to the best of your knowledge and belief, your aggregate holding, together with other QIBs participating in
the Issue that belong to the same group or are under common control as you, pursuant to the Allotment under
the Issue, shall not exceed 50% of the Issue. For the purposes of this representation:

e the expression “belongs to the same group” shall be interpreted by applying the concept of “companies
under the same group” as provided in sub-section (11) of Section 372 of the Companies Act; and

e  “Control” shall have the same meaning as is assigned to it under Regulation 2 (i)(e) of the Takeover
Regulations;

you acknowledge, represent and agree that your total interest in the paid-up share capital of our Bank, whether
direct or indirect, beneficial or otherwise (any such interest, your “Holding”), when aggregated together with
any existing Holding and/or Holding of any of your “associated enterprises” (as defined under Section 92A
of the Indian Income Tax Act, 1961), does not exceed 5.0% of the total paid-up share capital of our Bank,
unless you are an existing shareholder who already holds 5.0% or more of the underlying paid up share capital
of our Bank pursuant to the acknowledgment of RBI, provided that your Holding does not, without the further
acknowledgment of RBI, exceed your existing Holding after Allotment;

you are aware that the pre-issue and post-issue shareholding pattern of our Bank, as required by the SEBI
Listing Regulations will be filed by our Bank with the Stock Exchanges, and if you are Allotted more than
5.00% of the Equity Shares in the Issue, we shall be required to disclose your name and the number of Equity
Shares Allotted to you to the Stock Exchanges and the Stock Exchanges will make the same available on their
website and you consent to such disclosure being made by our Bank;

you are aware that our Bank shall make necessary filings with the RoC pursuant to the Allotment (which shall
include certain details such as your name, address and number of Equity Shares Allotted) and if the Allotment
of Equity Shares in the Issue results in you being one of the top ten shareholders of our Bank, our Bank shall
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also be required to disclose your name and shareholding details to the RoC within 15 days of Allotment, and
you consent to such disclosure being made by our Bank;

you are aware that after the completion of the allotment process, our Bank shall apply for a post facto approval
from RBI in respect of the Issue, and that in the event that RBI does not grant the post facto approval in
respect of Allotment of Equity Shares to you, you shall be required to comply with the instructions received
from RBI in this regard,;

you are aware that (i) applications for in-principle approval, in terms of Regulation 28(1) of the SEBI Listing
Regulations, for listing and admission of the Equity Shares and for trading on the Stock Exchanges, were
made and an approval has been received from the Stock Exchanges, and (ii) the application for the listing and
trading approval will be made only after Allotment. There can be no assurance that the approvals for listing
and trading in the Equity Shares will be obtained in time or at all. Our Bank shall not be responsible for any
delay or non-receipt of such approvals for listing and trading or any loss arising from such delay or non-
receipt;

you shall not undertake any trade in the Equity Shares credited to your beneficiary until such time that the
final listing and trading approvals for the Equity Shares under the Issue is granted by the Stock Exchanges;

you are aware and understand that the Sole Global Coordinator and Book Running Lead Manager has entered
into a placement agreement with our Bank (the “Placement Agreement”) whereby the Sole Global
Coordinator and Book Running Lead Manager has, subject to the satisfaction of certain conditions set out
therein, undertaken to use its reasonable endeavours to seek to procure subscriptions for the Equity Shares on
the terms and conditions set forth herein;

the contents of this Preliminary Placement Document are exclusively the responsibility of our Bank, and
neither the Sole Global Coordinator and Book Running Lead Manager nor any of its respective affiliates
including any of its respective shareholders, directors, officers, employees, counsel, representatives, agents
or affiliates has, or shall have, any liability for any information, representation or statement contained in this
Preliminary Placement Document or any information previously published by or on behalf of our Bank and
will not be liable for your decision to participate in the Issue based on any information, representation or
statement contained in this Preliminary Placement Document or otherwise. By accepting to participate in the
Issue, you agree and confirm that you have neither received nor relied on any other information,
representation, warranty or statement made by or on behalf of the Sole Global Coordinator and Book Running
Lead Manager or our Bank or any other person and neither the Sole Global Coordinator and Book Running
Lead Manager, nor our Bank or its respective directors, officers, employees, counsel, advisors,
representatives, agents or affiliates or any other person will be liable for your decision to participate in the
Issue based on any other information, representation, warranty or statement that you may have obtained or
received;

the only information you are entitled to rely on, and on which you have relied in committing yourself to
acquire the Equity Shares, is contained in this Preliminary Placement Document, such information being all
that you deem necessary to make an investment decision in respect of the Equity Shares issued in pursuance
of the Issue and that you have neither received nor relied on any other information given or representations,
warranties or statements made by Sole Global Coordinator and Book Running Lead Manager (including any
view, statement, opinion or representation expressed in any research published or distributed by the Sole
Global Coordinator and Book Running Lead Manager or its affiliates or any view, statement, opinion or
representation expressed by any staff (including research staff) of the Sole Global Coordinator and Book
Running Lead Manager or its respective affiliates) or our Bank or any of their respective shareholders,
directors, officers, employees, counsel, advisors, representatives, agents or affiliates and neither the Sole
Global Coordinator and Book Running Lead Manager nor our Bank or any of their respective shareholders,
directors, officers, employees, counsel, advisors, representatives, agents or affiliates will be liable for your
decision to accept an invitation to participate in the Issue based on any other information, representation,
warranty, statement or opinion;

you agree to indemnify and hold our Bank and the Sole Global Coordinator and Book Running Lead Manager
and its affiliates harmless from any and all costs, claims, liabilities and expenses (including legal fees and
expenses) arising out of or in connection with any breach of the representations, warranties,
acknowledgements, undertakings and agreements made by you in this Preliminary Placement Document. You
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agree that the indemnity set forth in this section shall survive the resale of the Equity Shares by, or on behalf
of the managed accounts;

you understand that neither the Sole Global Coordinator and Book Running Lead Manager nor its affiliates
have any obligation to purchase or acquire all or any part of the Equity Shares purchased by you in the Issue
or to support any losses directly or indirectly sustained or incurred by you for any reason whatsoever in
connection with the Issue, including non-performance by our Bank of any of our obligations or any breach of
any representations or warranties by our Bank, whether to you or otherwise;

that you are eligible to invest in India under applicable law, including the Foreign Exchange Management
(Transfer or Issue of Security by Person Resident Outside India) Regulations, 2000, as amended from time
to time, and have not been prohibited by SEBI or any other regulatory authority, statutory authority or
otherwise, from buying, selling or dealing in securities;

that you are a sophisticated investor who is seeking to purchase the Equity Shares for your own investment
and not with a view to distribution. In particular, you acknowledge that (i) an investment in the Equity Shares
involves a high degree of risk and that the Equity Shares are, therefore, a speculative investment, (ii) you
have sufficient knowledge, sophistication and experience in financial and business matters so as to be capable
of evaluating the merits and risk of the purchase of the Equity Shares, and (iii) you are experienced in
investing in private placement transactions of securities of companies in a similar stage of development and
in similar jurisdictions and have such knowledge and experience in financial, business and investment matters
that you are capable of evaluating the merits and risks of your investment in the Equity Shares;

you confirm that, either: (i) you have not participated in or attended any investor meetings or presentations
by our Bank or its agents (“Bank Presentations”) with regard to our Bank or the Issue; or (ii) if you have
participated in or attended any Bank Presentations: (a) you understand and acknowledge that the Sole Global
Coordinator and Book Running Lead Manager may not have knowledge of the statements that our Bank or
its agents may have made at such Bank Presentations and are therefore unable to determine whether the
information provided to you at such Bank Presentations may have included any material misstatements or
omissions, and, accordingly you acknowledge that the Sole Global Coordinator and Book Running Lead
Manager has advised you not to rely in any way on any information that was provided to you at such Bank
Presentations, and (b) confirm that you have not been provided any material information that was not publicly
available;

you are, at the time the Equity Shares are purchased pursuant to Regulation S, located outside of the United
States (within the meaning of Regulation S) and you are not an affiliate of our Bank, or a person acting on
behalf of our Bank or such an affiliate;

you are purchasing the Equity Shares in an offshore transaction meeting the requirements of Rule 903 or 904
of Regulation S and you shall not offer, sell, pledge or otherwise transfer such Equity Shares except in an
offshore transaction complying with Regulation S or pursuant to any other available exemption from
registration under the U.S. Securities Act, and in accordance with all applicable securities laws of the states
of the United States and any other jurisdiction, including India;

you understand that the Equity Shares have not been and will not be registered under the U.S. Securities Act
or any state securities law of the United States, and unless so registered, may not be offered, sold or delivered
within the United States, except pursuant to an exemption from, or in a transaction not subject to, the
registration requirements of the U.S. Securities Act and any applicable U.S. state securities laws, and that the
Equity Shares are only being offered and sold outside the United States in offshore transactions in reliance
on Regulation S of the U.S. Securities Act;

that each of the representations, warranties, acknowledgements and agreements set forth above shall continue
to be true and accurate at all times up to and including the Allotment and listing and trading of the Equity
Shares on the Stock Exchanges;

that our Bank, the Sole Global Coordinator and Book Running Lead Manager, their respective affiliates and
others will rely on the truth and accuracy of the foregoing representations, warranties, acknowledgements
undertakings and agreements which are given to the Sole Global Coordinator and Book Running Lead
Manager on its own behalf and on behalf of our Bank and are irrevocable and it is agreed that if any of such



ag.

Ir.

representations, warranties, acknowledgements, undertakings and agreements are no longer accurate, you will
promptly notify to the Sole Global Coordinator and Book Running Lead Manager;

any dispute arising in connection with the Issue will be governed and construed in accordance with the laws
of the Republic of India, and the courts in Mumbai, Maharashtra, India shall have the exclusive jurisdiction
to settle any disputes which may arise out of or in connection with this Preliminary Placement Document;
and

you have made, or been deemed to have made, as applicable, the representations, warranties,
acknowledgments and agreements set forth in this section and in “Distribution and Solicitation Restrictions”
and “Transfer Restrictions” on pages 186 and 191, respectively.



OFFSHORE DERIVATIVE INSTRUMENTS

Subject to compliance with all applicable Indian laws, rules, regulations, guidelines and approvals in terms of
Regulation 22 of the SEBI FPI Regulations, a FPI (other than a Category Il foreign portfolio investors and
unregulated broad based funds which are classified as Category Il FPI by virtue of their investment manager being
appropriately regulated), including the affiliates of the Sole Global Coordinator and Book Running Lead Manager,
may issue, subscribe or otherwise deal in offshore derivative instruments as defined under the SEBI FPI
Regulations as any instrument, by whatever name called, which is issued overseas by a FPI against securities held
by it that are listed or proposed to be listed on any recognised stock exchange in India, as its underlying and all
such offshore derivative instruments are referred to herein as “P-Notes” for which they may receive compensation
from the purchasers of such P-Notes. These P-Notes may be issued only in favour of those entities which are
regulated by any appropriate foreign regulatory authorities in the countries of their incorporation or establishment
subject to compliance with “know your client” requirements. An FPI must ensure that the P-Notes are issued in
compliance with all applicable laws including Regulation 22 of the SEBI FPI Regulations and circular no.
CIR/IMD/FIIC/20/2014 dated November 24, 2014 read with the clarifications issued by SEBI vide circular no.
CIR/IMD/FPI&C/ 61/2016 dated June 29 2016. P-Notes have not been and are not being offered or sold pursuant
to this Preliminary Placement Document. This Preliminary Placement Document does not contain any information
concerning P-Notes, including, without limitation, any information regarding any risk factors relating thereto.

Any P-Notes that may be issued are not securities of our Bank and do not constitute any obligations of, claim on,
or interests in our Bank. Our Bank has not participated in any offer of any P-Notes, or in the establishment of the
terms of any P-Notes, or in the preparation of any disclosure related to any P-Notes. Any P-Notes that may be
offered are issued by, and are solely the obligations of, third parties that are unrelated to our Bank. Our Bank and
the Sole Global Coordinator and Book Running Lead Manager do not make any recommendation as to any
investment in P-Notes and do not accept any responsibility whatsoever in connection with any P-Notes. Any P-
Notes that may be issued are not securities of the Sole Global Coordinator and Book Running Lead Manager and
do not constitute any obligations of, or claims on, the Sole Global Coordinator and Book Running Lead Manager.
FPI affiliates (other than Category 111 FPI and unregulated broad based funds which are classified as FPI by virtue
of their investment manager being appropriately regulated) of the Sole Global Coordinator and Book Running
Lead Manager may purchase, to the extent permissible under law, Equity Shares in the Issue, and may issue P-
Notes in respect thereof.

Prospective investors interested in purchasing any P-Notes have the responsibility to obtain adequate
disclosures as to the issuer(s) of such P-Notes and the terms and conditions of any such P-Notes from the
issuer(s) of such P-Notes. Neither SEBI nor any other regulatory authority has reviewed or approved any
P-Notes or any disclosure related thereto. Prospective investors are urged to consult with their own
financial, legal, accounting and tax advisors regarding any contemplated investment in P-Notes, including
whether P-Notes are issued in compliance with applicable laws and regulations. Also, please see
“Distribution and Solicitation Restrictions” and “Transfer Restrictions” on pages 186 and 191, respectively,
for restrictions that may be applicable to P-Note issuers and investors.



DISCLAIMER CLAUSE OF THE STOCK EXCHANGES

As required, a copy of this Preliminary Placement Document has been submitted to the Stock Exchanges. The
Stock Exchanges do not in any manner:

1. warrant, certify or endorse the correctness or completeness of any of the contents of this Preliminary
Placement Document;

2. warrant that the Equity Shares issued pursuant to the Issue will be listed or will continue to be listed on the
Stock Exchanges; or

3. take any responsibility for the financial or other soundness of our Bank, its Promoter, its management or any
scheme or project of our Bank.

It should not for any reason be deemed or construed to mean that this Preliminary Placement Document has been
cleared or approved by the Stock Exchanges. Every person who desires to apply for or otherwise acquires any
Equity Shares may do so pursuant to an independent inquiry, investigation and analysis and shall not have any
claim against any of Stock Exchanges whatsoever, by reason of any loss which may be suffered by such person
consequent to or in connection with such subscription/ acquisition, whether by reason of anything stated or omitted
to be stated herein or for any other reason whatsoever.
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PRESENTATION OF FINANCIAL AND OTHER INFORMATION

In this Preliminary Placement Document, unless otherwise specified or the context otherwise indicates or implies,

references to:

e “you”, “your”, “offeree”, “purchaser”, “subscriber”, “recipient”, “investors” and “potential investor” are to
the prospective investors in the Equity Shares issued pursuant to the Issue; and

e unless otherwise specified, “us”, “we”, “our” “the Bank™ “our Bank” and “the Issuer” refers to DCB Bank
Limited.

References in this Preliminary Placement Document to “India” are to the Republic of India and its territories and
possessions and the “Government” or the “Central Government” or the “State Government” are to the Government
of India, Central or State, as applicable.

All references herein to the “U.S.”, “USA” or the ‘United States” are to the United States of America and its
territories and possessions.

Currency and Units of Presentation

In this Preliminary Placement Document, all references to the singular also refer to the plural and one gender also
refers to any other gender, wherever applicable. All references to:

o “Rs.” or “Rupees” or ‘X are to Indian Rupee, the official currency of the Republic of India; and
o “USD” or “USS$” or “$” are to United States Dollar, the official currency of the United States;

Financial and Other Information

Our Bank publishes its financial statements in Indian Rupees and in accordance with Indian Generally Accepted
Accounting Principles (“Indian GAAP”). This Preliminary Placement Document includes our audited financial
statements as of and for the years ended March 31, 2017, March 31, 2016 and March 31, 2015 (“Financial
Statements”). Unless the context requires otherwise, the financial data in this Preliminary Placement Document
is derived from our Financial Statements. The Fiscal Year commences on April 1 of each year and ends on March
31 of the succeeding year, so all references to a particular “Fiscal Year”, “Fiscal”, “Financial Year” or “FY” are
to the 12-month period ended on March 31 of that year. The Financial Statements have been prepared in
accordance with Indian GAAP. For further details, please see “Management’s Discussion and Analysis of
Financial Condition and Results of Operations” on page 96.

Indian GAAP differs in certain respects from International Financial Reporting Standards (“IFRS”) and U.S.
Generally Accepted Accounting Principles (“U.S. GAAP”). We do not provide a reconciliation of our Financial
Statements to IFRS or U.S. GAAP and other accounting principles with which investors may be more familiar.
We have not attempted to quantify the impact of U.S. GAAP on the financial data included in this Preliminary
Placement Document, nor do we provide a reconciliation of our Financial Statements to those of U.S. GAAP.
Accordingly, the degree to which the Financial Statements prepared in accordance with Indian GAAP included in
this Preliminary Placement Document 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 Preliminary Placement Document should
accordingly be limited. For further details, please see “Risk Factors” on page 37.

In this Preliminary Placement Document, certain monetary amounts have been subject to rounding adjustments;
accordingly, figures shown as totals in certain tables may not be an arithmetic aggregation of figures which
precede them. References to the singular also refer to the plural and one gender also refers to any other gender,
wherever applicable. Our Bank has presented certain numerical information in this Preliminary Placement
Document in “crore” units. One lakh represents 1,00,000 and one crore represents 1,00,00,000.
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EXCHANGE RATES

Fluctuations in the exchange rate between the Rupee and foreign currencies will affect the foreign currency
equivalent of the Rupee price of the Equity Shares on the Stock Exchanges. These fluctuations will also affect the
conversion into foreign currencies of any cash dividends paid in Rupees on the Equity Shares.

The following table sets forth information with respect to the exchange rates between the Rupee and the U.S.
dollar (X per US$), for the periods indicated. The exchange rates are based on the reference rates released by RBI,
which are available on the website of RBI. No representation is made that any Rupee amounts could have been,
or could be, converted into U.S. dollars at any particular rate, the rates stated below, or at all.

On April 21, 2017, the exchange rate (RBI reference rate) was 364.57 to US$ 1.00.

(¥ per USS)

Period end ® Average @ High Low
Fiscal Year:
2015 62.59 61.15 63.75 58.43
2016 66.33 65.46 68.78 62.16
2017 64.84 67.09 68.72 64.84
Quarter ended:
September 30, 2016 66.66 66.96 67.50 66.36
December 31, 2016 67.95 67.46 68.72 66.43
March 31, 2017 64.84 67.01 68.23 64.84
Month ended:
October 31, 2016 66.86 66.75 66.89 66.53
November 30, 2016 68.53 67.63 68.72 66.43
December 31, 2016 67.95 67.90 68.37 67.43
January 31, 2017 67.81 68.08 68.23 67.79
February 28, 2017 66.74 67.08 67.65 66.72
March 31, 2017 64.84 65.88 66.85 64.84

(Source: www.rbi.org.in)
@ In case of holidays, the exchange rate on the last traded day of the month has been considered as the rate for the

period end.
@ Average of the official rate for each working day of the relevant period.
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MARKET AND INDUSTRY DATA

Information regarding market position, growth rates, other industry data and certain industry forecasts pertaining
to the business of our Bank contained in this Preliminary Placement Document consists of estimates based on data
reports compiled by government bodies, data reports compiled by professional organisations and analysts, and/or
data from other external sources.

Unless stated otherwise, the statistical information included in this Preliminary Placement Document relating to
the industry in which we operate has been reproduced from various trade, industry and government publications
and websites.

Our Bank has not commissioned any report for purposes of this Preliminary Placement Document. Industry
publications generally state that the information contained in those publications has been obtained from sources
believed to be reliable but that their accuracy and completeness are not guaranteed and their reliability cannot be
assured. This information 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 some cases, there is no readily available external information (whether from trade associations, government
bodies or other organisations) to validate market-related analyses and estimates, requiring our Bank to rely on
internally developed estimates.

Accordingly, no investment decision should be made on the basis of such information. There are no standard data
gathering methodologies in the industry in which our Bank conducts its business, and methodologies and
assumptions may vary widely among different industry sources. Accordingly, investment decisions should not be
based solely on such information

Neither our Bank nor the Sole Global Coordinator and Book Running Lead Manager have independently verified
this data and neither our Bank nor the Sole Global Coordinator and Book Running Lead Manager makes any
representation regarding the accuracy or completeness of such data. Similarly, internal estimates and surveys,
industry forecasts and market research, while believed to be reliable, have not been independently verified and
neither our Bank nor the Sole Global Coordinator and Book Running Lead Manager makes any representation as
to the accuracy and completeness of information based on trade, industry and government publications and
websites, data reports compiled by government bodies, professional organisations and analysts, or from other
external sources.

The extent to which the market and industry data used in this Preliminary Placement Document is

meaningful depends on the familiarity with and understanding of reader of the methodologies used in
compiling such data.
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FORWARD LOOKING STATEMENTS

All statements contained in this Preliminary Placement Document that are not statements of historical fact
constitute “forward-looking statements.” Investors can generally identify forward-looking statements by
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terminology such as “aim”, “anticipate”, “believe”, “continue”, “can” “could”, “estimate”, “expect”, “intend”,
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“may”, “objective”, “plan”, “potential”, “project”, “pursue”, “shall”, “should”, “will”, “would”, “will likely
result”, “is likely”, “are likely”, “believe”, “expect”, “expected to”, “will continue”, “will achieve”, or other words
or phrases of similar import. Similarly, statements that describe our strategies, objectives, plans or goals are also
forward-looking statements. However, these are not the exclusive means of identifying forward-looking
statements. All statements regarding our Bank’s expected financial condition and results of operations and
business plans and prospects are forward-looking statements. These forward-looking statements include
statements as to our Bank’s business strategy, revenue and profitability (including, without limitation, any
financial or operating projections or forecasts), new business and other matters discussed in this Preliminary

Placement Document that are not historical facts

These forward-looking statements and any other projections contained in this Preliminary Placement Document
(whether made by our Bank or any third party) are predictions and involve known and unknown risks,
uncertainties, assumptions and other factors that may cause our actual results, performance or achievements to be
materially different from any future results, performance or achievements expressed or implied by such forward
looking statements or other projections.

Important factors that could cause actual results, performance or achievements to differ materially include, among
others, the macroeconomic environment and regulatory intervention.

Additional factors that could cause actual results, performance or achievements to differ materially include, but
are not limited, to those discussed under “Risk Factors”, “Management’s Discussion and Analysis of Financial
Condition and Results of Operations”, “Industry Overview” and “Our Business” on pages 37, 76, 121 and 134,
respectively.

The forward-looking statements contained in this Preliminary Placement Document are based on the beliefs of
our management, as well as the assumptions made by and information currently available to the management.
Although our Bank believes that the expectations reflected in such forward-looking statements are reasonable at
this time, it cannot assure investors that such expectations will prove to be correct. Given these uncertainties,
investors are cautioned not to place undue reliance on such forward-looking statements. If any of these risks and
uncertainties materialize, or if any of our Bank’s underlying assumptions prove to be incorrect, our Bank’s actual
results of operations, cash flows or financial condition could differ materially from that described herein as
anticipated, believed, estimated or expected. All subsequent written and oral forward-looking statements
attributable to our Bank are expressly qualified in their entirety by reference to these cautionary statements.
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ENFORCEMENT OF CIVIL LIABILITIES

Our Bank is a company incorporated with limited liability under the laws of India. All our Directors are Indian
residents. A substantial portion of the assets of our Bank and such persons are located in India. As a result, it may
be difficult for investors outside India to effect service of process upon our Bank or such persons in India, or to
enforce against them judgments obtained in courts outside India.

India is not a signatory to any international treaty in relation to the recognition or enforcement of foreign
judgments. Recognition and enforcement of foreign judgments is provided for under Section 13 and Section 44A
of the Code of Civil Procedure, 1908, as amended (“Civil Code”)

Section 13 of the Civil Code provides that a foreign judgment shall be conclusive as to any matter thereby directly
adjudicated upon between the same parties or parties litigating under the same title except:

(@) 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 recognise the law of India in cases where such law is applicable;

(d) where the proceedings in which the judgment was obtained were opposed to natural justice;
(e) where it has been obtained by fraud; or

(f)  where it sustains a claim founded on a breach of any law then in force in India.

Section 44A of the Civil 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 foreign judgment had been rendered by the relevant court in India. Under the Civil Code, a court in India will,
upon the production of any document purporting to be a certified copy of a foreign judgment, presume that the
foreign judgment was pronounced by a court of competent jurisdiction, unless the contrary appears on record but
such presumption may be displaced by proving want of jurisdiction. However, Section 44A of the Civil 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 is not applicable to arbitration awards.

Each of the United Kingdom, Singapore and Hong Kong has been declared by the Government to be a
reciprocating territory for the purposes of Section 44A of the Civil Code but the United States has not been so
declared. A foreign judgment of a court in a jurisdiction which is not a reciprocating territory may be enforced
only by a new suit based upon the foreign judgment and not by proceedings in execution. Such a suit has to be
filed in India within three years from the date of the foreign judgment in the same manner as any other suit filed
to enforce a civil liability in India. Accordingly, a judgment of a court in the United States may be enforced only
by a fresh suit upon the foreign judgment and not by proceedings in execution.

Itis unlikely that a court in India would award damages on the same basis as a foreign court if an action is brought
in India. Furthermore, it is unlikely that an Indian court would enforce a foreign judgment if it viewed the amount
of damages awarded as excessive or inconsistent with public policy, and it is uncertain whether an Indian court
would enforce foreign judgments that would contravene or violate Indian law. A party seeking to enforce a foreign
judgment in India is required to obtain approval from the RBI to repatriate outside India any amount recovered
pursuant to execution, and any such amount may be subject to tax in accordance with applicable laws. Any
judgment for payment of amounts denominated in a foreign currency would be converted into Rupees on the date
of the judgment and not on the date of the payment.
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SUMMARY OF THE ISSUE

The following is a general summary of the terms of the Issue. This summary should be read in conjunction with,
and is qualified in its entirety by, the more detailed information appearing elsewhere in this Preliminary
Placement Document, including under the chapters titled “Risk Factors”, “Use of Proceeds”, “Placement”,
“Issue Procedure” and “Description of Equity Shares” on pages 37, 75, 184, 174 and 197.

Issuer
Issue Size

Face Value
Issue Price

Minimum Issue Size

Floor Price

Discounted Floor Price

Eligible Investors

Issue Procedure

Dividend

Indian Taxation

Date of Board
Resolution authorising
the Issue

Date of passing of
resolution by
Shareholders
authorising the Issue

Equity Shares issued
and outstanding

DCB Bank Limited.
Up to [+] Equity Shares aggregating up to I[*] crore.

A minimum of 10% of the Issue Size, or at least [*] Equity Shares, shall be available
for Allocation to Mutual Funds only, and the balance [+] Equity Shares shall be
available for Allocation to all QIBs, including Mutual Funds. In case of under-
subscription or no subscription in the portion available for Allocation only to Mutual
Funds, such portion or part thereof may be Allotted to other QIBs

%10 per Equity Share

[*] per Equity Share

Minimum value of offer or invitation to subscribe to each QIB is 20,000 of the face
value of the Equity Shares

%177.39 per Equity Share

Our Bank may offer a discount of up to 5% on the Floor Price in terms of Regulation
85 of the SEBI ICDR Regulations.

The Floor Price less discount of up to 5%, i.e. ¥[¢] per Equity Share.

In case no discount is offered by our Bank, the Discounted Floor Price shall be the
Floor Price. The Issue Price shall not be less than the Discounted Floor Price.

QIBs as defined in Regulation 2(1)(zd) of the SEBI ICDR Regulations to whom this
Preliminary Placement Document and the Application Form is circulated and who
are eligible to bid and participate in the Issue and QIBs not excluded pursuant to
Regulation 86(1)(b) of the SEBI ICDR Regulations.

The list of QIBs to whom this Preliminary Placement Document and Application
Form is delivered shall be determined by the Sole Global Coordinator and Book
Running Lead Manager in consultation with our Bank, at their sole discretion.

For further details, please see “Issue Procedure”, “Distribution and Solicitation
Restrictions” and “Transfer Restrictions” on page 174, 186 and 191, respectively.

The Issue is being made only to QIBs in reliance to Chapter V111 of the SEBI ICDR
Regulations and Section 42 of the Companies Act, 2013, read with the rules made
thereunder. Please refer to the chapter titled “Issue Procedure” on page 174.

See “Description of Equity Shares”, “Dividend Policy” and “Statement of Tax
Benefits available to the Bank and its Shareholders” on pages 197, 77 and 201,
respectively.

See “Statement of Tax Benefits available to the Bank and its Shareholders” on
page 201.

March 7, 2017

April 17, 2017

28,54,11,753 Equity Shares
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immediately prior to the
Issue

Equity Shares issued
and outstanding
immediately after the
Issue

Listing

Lock-up

Transferability
Restriction

Use of Proceeds

Risk Factors
Pay-in Date

Closing Date
Ranking

Voting Rights of Share
Holders

Interest of directors,
promoters or key
managerial personnel in
the offer

Security Codes for the
Equity Shares

[*] Equity Shares

Our Bank has obtained in-principle approval dated April 24, 2017 in terms of
Regulation 28(1) of the SEBI Listing Regulations for listing of the Equity Shares
pursuant to the Issue, from the Stock Exchanges. Our Bank shall make application
to each of the Stock Exchanges after allotment to obtain final listing and trading
approvals for the Equity Shares

Please see the sub-section titled “Lock-up” of “Placement” on page 184 for a
description of restrictions on our Bank and its Promoter in relation to Equity Shares

The Equity Shares being Allotted pursuant to the Issue shall not be sold for a period
of one year from the date of Allotment, except on the floor of the Stock Exchanges.
For details in relation to other transfer restrictions, see “Distribution and
Solicitation Restrictions” and “Transfer Restrictions” on pages 186 and 191,
respectively.

The Gross Proceeds are expected to be approximately I[+] crore. The net proceeds of
the Issue, after deduction of fees, commissions and expenses in relation to the Issue,
are expected to total approximately Z[¢] crore. Please see “Use of Proceeds” on page
75.

Please see “Risk Factors” on page 37 for a discussion of risks that you should
consider before participating in the Issue

Last date specified in the CAN sent to the successful Bidders for payment of
application money.

The Allotment is expected to be made on or about [¢], 2017

The Equity Shares being issued pursuant to the Issue shall be subject to the
provisions of the Memorandum and Articles of Association and shall rank pari passu
in all respects with the existing Equity Shares including the rights in respect of
dividends after the closing. The holders of such Equity Shares will be entitled to
participate in dividends and other corporate benefits, if any, declared by our Bank
after the Closing Date, in compliance with the Companies Act, 2013. The holders of
such Equity Shares may attend and vote in shareholders’ meetings in accordance
with the provisions of the Companies Act, 2013. Please see “Description of Equity
Shares” on page 197.

See the section titled “Description of Equity Shares- Voting Rights” on page 199.

Our Directors, Promoter or Key Managerial Personnel do not have any financial or other
material interest in the Issue.

ISIN: INE503A01015
BSE Code: 532772
NSE Code: DCBBANK
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This Preliminary Placement Document uses the definitions and abbreviations set forth below, which you should

DEFINITIONS AND ABBREVIATIONS

consider when reading the information contained herein.

The following list of certain capitalised terms used in this Preliminary Placement Document is intended for the

convenience of the reader/prospective investor only and is not exhaustive.

Unless otherwise specified, the capitalised terms used in this Preliminary Placement Document shall have the
meaning as defined hereunder. Further any references to any statute or regulations or policies shall include

amendments thereto, from time to time.

Bank related Terms

Term
AKFED/ Promoter
ALCO
Acrticles or Articles of
Association
Auditors

Board of Directors or
Board

CRMC

Director(s)

ECB

Equity Shares or Shares
ESOP

Financial Statements

IAD
Memorandum or
Memorandum of
Association
ORCO

Promoter Group

Registered Office/
Corporate Office

Registrar of Companies or

RoC
RMC

Issue-related Terms

Term
Allocated or Allocation

Allotment
Allottees
Application Form

Application or Bid

Description
Aga Khan Fund for Economic Development S.A.
The Asset and Liability Committee of our Bank
The articles of association of our Bank, as amended

Deloitte Haskins & Sells, Chartered Accountants, the statutory auditors of
our Bank
The board of directors of our Bank and any committee constituted thereof

Credit Risk Management Committee

Director(s) of our Bank

Executive Committee of the Board

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

DCB Bank Limited — Employee Stock Option Plan 2007, as amended
Audited financial statements of our Bank as of for the Fiscal Years ended
March 31, 2017, March 31, 2016 and March 31, 2015

Internal Audit Department

The memorandum of association of our Bank, as amended

Operational Risk Management Committee

Promoter group of our Bank as per the definition provided in Regulation
2(1)(zb) of the SEBI ICDR Regulations

The registered office and corporate office of our Bank located at 601 & 602,
6" Floor, Peninsula Business Park, Tower A, Senapati Bapat Marg, Lower
Parel, Mumbai — 400 013, India

The Registrar of Companies, Maharashtra, Mumbai.

Risk Management Committee

Description
The allocation of Equity Shares following the determination of the Issue Price
to QIBs on the basis of Application Forms submitted by them, in consultation
with the Sole Global Coordinator and Book Running Lead Manager and in
compliance with Chapter V111 of the SEBI ICDR Regulations
The issue and allotment of Equity Shares pursuant to this Issue
QIBs who are allotted Equity Shares pursuant to this Issue
The form, including all revisions and modifications thereto, pursuant to which
a QIB submits an Application
Indication of interest from a QIB to subscribe for a specified number of Equity
Shares in this Issue on the terms set out in the Application Form to our Bank
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Term
Bid/Issue Closing Date

Bidder

BSE
CAN

Category Il Foreign
Portfolio Investors
CDSL

Closing Date
Companies Act, 1956

Companies Act, 2013
Companies Act

Cut-off Price

Designated Date
Discounted Floor Price

Escrow Account

Escrow Bank
Fll

Floor Price
Form PAS-4

FPI(s)

FVCI

FY/ Fiscal/ Fiscal
Year/Financial Year

Gross Proceeds

ICDR Regulations or SEBI
ICDR Regulations

Insider Trading
Regulations

Description
[+], which is the date on which our Bank (or the Sole Global Coordinator and
Book Running Lead Manager on behalf of our Bank) shall cease acceptance
of the Application Forms.
Any prospective investor, a QIB, who makes a Bid pursuant to the terms of
this Preliminary Placement Document and the Application Form
BSE Limited
Note or advice or QIBs confirming Allocation of Equity Shares to such QIBs
after determination of the Issue Price and requesting payment for the entire
applicable Issue Price for all Equity Shares Allocated to such QIBs
FPIs who are registered as “Category III foreign portfolio investors” under the
SEBI FPI Regulation
Central Depository Services (India) Limited
On or about [] the date on which the Allotment is expected to be made
The Companies Act, 1956 and the rules made thereunder (without reference
to the provisions thereof that have ceased to have effect upon the notification
of the Notified Sections)
The Companies Act, 2013 and the rules made thereunder to the extent in force
pursuant to the notification of the Notified Sections
The Companies Act, 1956 and/or the Companies Act, 2013, as applicable
The Issue Price of the Equity Shares, which shall be determined by our Bank,
in consultation with the Sole Global Coordinator and Book Running Lead
Manager
[*], being the date of credit of the Equity Shares to the QIB’s account
The Floor Price less discount of not more than 5%, if any, offered by our Bank
in accordance with SEBI ICDR Regulations. In case no discount is offered by
our Bank, the Discounted Floor Price shall be the Floor Price. The Issue Price
shall not be less than the Discounted Floor Price
The non-interest bearing, no-lien, escrow bank account “DCB QIP 2017-18
Escrow Account” without any cheque or overdraft facilities opened by our
Bank with the Escrow Bank, subject to the terms of the Escrow Agreement to
be entered into among our Bank, the Sole Global Coordinator and Book
Running Lead Manager and the Escrow Bank
DCB Bank Limited
Any Foreign Institutional Investor (as defined under the Securities and
Exchange Board of India (Foreign Institutional Investors) Regulations, 1995,
as amended) registered with SEBI under applicable laws in India
The floor price of ¥177.39 per Equity Share, calculated in accordance with
Regulation 85 of the SEBI ICDR Regulations.
Form PAS-4 as prescribed under the Companies (Prospectus and Allotment
of Securities) Rules, 2014
Foreign portfolio investors as defined under the SEBI FPI Regulations and
includes a person who has been registered under the SEBI FPI Regulations.
Any foreign institutional investor or qualified foreign investor who holds a
valid certificate of registration is deemed to be a foreign portfolio investor till
the expiry of the block of three years for which fees have been paid as per the
Securities and Exchange Board of India (Foreign Institutional Investors)
Regulations, 1995
Any foreign venture capital investor (as defined under the Securities and
Exchange Board of India (Foreign Venture Capital Investors) Regulations,
2000, as amended) registered with SEBI under applicable laws in India
Period of twelve months ending March 31 of that particular year unless
otherwise stated
The gross proceeds to be raised through the Issue.
The Securities and Exchange Board of India (Issue of Capital and Disclosure
Requirements) Regulations, 2009, as amended
The Securities and Exchange Board of India (Prohibition of Insider Trading)
Regulations, 1992, as amended
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Term
Issue or Placement

Issue Price

Issue Size
Net Proceeds
NSDL

NSE

Pay-in Date

Placement Agreement

Placement Document

Preliminary Placement
Document

QIBs or Qualified
Institutional Buyers
QIP or Qualified
Institutions Placement

Regulation S
SARFAESI Act

SEBI

SEBI Act

SEBI Delisting
Regulations

SEBI FII Regulations

SEBI Listing Regulations

Sole Global Coordinator
and Book Running Lead
Manager / SGCBRLM
Stock Exchanges

STT

Takeover Regulations

U.S. Securities Act
Industry-related Terms

Term
A.P. MFI Act

AFS

AIB

AlFIs

ANBC

ATMs

Banking Regulation Act
Base Rate

Description
The offer and sale of the Equity Shares to QIBs, pursuant to Chapter VIII of
the SEBI ICDR Regulations.
The price per Equity Share of [], which shall be equal to or more than the
Discounted Floor Price.
The issue of up to [*] Equity Shares, aggregating up to I[*] crore
The Issue Proceeds less the Issue related expenses
National Securities Depository Limited
National Stock Exchange of India Limited
The last date specified in the CAN for receipt of payment of application
monies by the QIBs
The Placement Agreement dated April 24, 2017 between our Bank and the
Sole Global Coordinator and Book Running Lead Manager
The Placement Document dated [¢], issued in accordance with Chapter VIII
of the SEBI ICDR Regulations and Section 42 of the Companies Act, 2013
and the Rules made thereunder
This Preliminary Placement Document dated April 24, 2017, issued in
accordance with Chapter VIII of the SEBI ICDR Regulations and Section 42
of the Companies Act, 2013 and the Rules made thereunder
Any Qualified Institutional Buyer as defined under Regulation 2(1)(zd) and
Chapter VIII of the SEBI ICDR Regulations
Qualified Institutions Placement under Chapter VIII of the SEBI ICDR
Regulations and Section 42 of the Companies Act, 2013 and the Rules made
thereunder
Regulation S, as defined under the U.S. Securities Act
The Securitisation and Reconstruction of Financial Assets and Enforcement
of Security Interests Act, 2002, as amended
The Securities and Exchange Board of India
The Securities and Exchange Board of India Act, 1992, as amended
The Securities and Exchange Board of India (Delisting of Equity Shares)
Regulations, 2009, as amended
The Securities and Exchange Board of India (Foreign Institutional Investors)
Regulations, 1995, as amended
The Securities and Exchange Board of India (Listing Obligations and
Disclosure Requirements) Regulations, 2015 as amended
Ambit Capital Private Limited

Collectively, the BSE and the NSE

Securities Transaction Tax

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

The U.S. Securities Act of 1933, as amended

Description

The Andhra Pradesh Micro Finance Institutions (Regulation of Money
Lending) Act, 2011

Available for Sale

Agriculture & Inclusive Banking

All India Financial Institutions

Adjusted Net Bank Credit

Automated Teller Machines

The Banking Regulation Act, 1949, as amended

Minimum lending rate set by our Bank in accordance with applicable laws and
regulations
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Term
Basel 11

Basel 111

Basel 111 Guidelines
BFS

BPLR

CASA

CBLO

CCB

CDR

CEO

Civil Code

CRAR

CRR

Directions on Ownership
DRTs

EMI

EXIM Bank
FATCA

FIMMDA
FIU-IND

Form X

GNPAs
GVA
HFCs
HFT
HQLA
HTM
Ind-AS
IRDA
JLGs
LAF
LC
LCR
MCLR
MD
MFIs
MSMEs
NBC

NBFC

NDTL
Net worth

NHB
NIM
NPA
NSFR
ORFS
PD
PMLA
PSL

Description

International Convergence of Capital Measurement and Capital Standards — A
Revised Framework (Comprehensive Version: June 2006) published by the
Bank for International Settlements, as applicable to banks in India
Recommendations of the Basel Committee on Banking Supervision dated
December 2010

All the relevant guidelines on Basel 111 issued up to June 30, 2014

Board for Financial Supervision

Benchmark Prime Lending Rate

Current Accounts and Savings Accounts

Collateralized Borrowing and Lending Obligation

Capital Conservation Buffer

Corporate Debt Restructuring

Chief Executive Officer

Code of Civil Procedure, 1908

Capital to Risk Asset Ratio

Cash Reserve Ratio

Reserve Bank of India (Ownership in Private Sector Banks) Directions, 2016
Debt Recovery Tribunals

Equated Monthly Instalments

Export Import Bank of India

U. S. Foreign Account Tax Compliance Act

Fixed Income Money Market and Derivatives Association

Financial Intelligence Unit - Government of India

Form X as submitted to the RBI under Section 27 of the Banking Regulation
Act, 1949

Gross non-performing advances

Gross value added

Housing Finance Companies

Held for Trading

High Quality Liquid Assets

Held to Maturity

Accounting Standards issued by the Institute of Chartered Accountants of India
The Insurance Regulatory and Development Authority

Joint Liability Groups.

Liquidity Adjustment Facility

Letters of credit

Liquidity Coverage Ratio

Marginal Cost of Funds based Lending Rate

Managing Director

Micro Finance Institutions

Micro Small and Medium Enterprises

Net bank credit, being our Bank’s gross advances, net of provisions and inter-
bank advances

Non - banking financial company, as defined under the Reserve Bank of India
Act, 1934, as amended

Net Demand and Time Liabilities

Aggregate of issued and paid up share capital, employee stock options (grants
outstanding net of deferred costs), reserves and surplus excluding revaluation
reserves and net of miscellaneous expenses to the extent not written off and the
debit balance of the profit and loss account

National Housing Bank

Net Interest Margin

Non-performing asset

Net Stable Funding Ratio

Online Return Filing System

Primary Dealers

Prevention of Money Laundering Act, 2002, as amended

Priority Sector Lending
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Term

PSLC

PTC

RBI

RBI Guidelines
RIDF

RRBs

S4A

SBI

SCBs

SHG

SLR

SME

SSi

Tier | capital

Tier Il Bonds

Tier 1l capital

UPI

Description

Priority Sector Lending Certificates

Pass Through Certificates

The Reserve Bank of India

Guidelines issued from time to time by RBI

The Rural Infrastructure Development Fund

Regional Rural Banks

Scheme for Capital Structuring of Stressed Assets

State Bank of India

Scheduled commercial banks

Self Help Group

Statutory Liquidity Ratio

Small and Medium Enterprises

Small Scale Industries

Paid-up equity capital, statutory reserves, and other disclosed free reserves, if
any; capital reserves representing surplus arising out of sale proceeds of assets;
certain innovative perpetual debt instruments eligible for inclusion in Tier |
capital, certain perpetual non-cumulative preference shares that comply with
specified regulatory requirements; and any other type of instrument generally
notified by the Reserve Bank of India from time to time for inclusion in Tier |
capital

Unsecured, redeemable, non-convertible, subordinated bonds promissory notes
issued by our Bank to augment Tier 11 capital for capital adequacy purposes
Revaluation reserves (at a discount of 55%); general provisions and loss
reserves (allowed up to a maximum of 1.25% of risk weighted assets); hybrid
debt capital instruments (which combine certain features of equity and debt
securities); subordinated debt; innovative perpetual debt instruments and
perpetual non-cumulative preference shares; and any other type of instrument
generally notified by the Reserve Bank of India from time to time for inclusion
in Tier 11 capital

Unified Payments Interface

General Terms/Abbreviations

Term
AML
Brexit

CARE

CClI

CERSAI

Companies Act, 1956
Companies Act, 2013

Competition Act
CRISIL
Depositories Act
Depository

Depository Participant

DIN
Eligible FPIs

EPS
FDI
FEMA

Description
Anti-Money Laundering
Exit of United Kingdom from the European Union pursuant to referendum held
on June 23, 2016
Credit Analysis and Research Limited
Competition Commission of India
Central Registry of Securitisation Asset Reconstruction and Security Interest
The Companies Act, 1956, as amended
The Companies Act, 2013 and the rules made thereunder to the extent in
force and to the extent notified
The Competition Act, 2002, as amended
CRISIL Limited
The Depositories Act, 1996, as amended
Any depository registered with SEBI under the Securities and Exchange Board
of India (Depositories and Participant) Regulations, 1996, as amended
Any depository participant, as defined under the Depositories Act, 1996, as
amended
Director Identification Number
FPIs that are eligible to participate in the Issue and does not include qualified
foreign investors and Category Ill Foreign Portfolio Investors (who are not
eligible to participate in the Issue)
Earnings per Share
Foreign Direct Investment
The Foreign Exchange Management Act, 1999, as amended
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Term
FEMA 20

FSMA

GAAP

GAAR

GDP

Gol or Government
GST

ICAI

ICDS

ICRA

IFRS

Indian GAAP

IT Act or the Income Tax
Act

KYC

Mutual Fund

NABARD
NRI

PAN

RBI Act
SCRA
SCRR
SIDBI
U.S.

usD
U.S. GAAP

Description
The Foreign Exchange Management (Transfer or Issue of Security by a Person
Resident Outside India) Regulations, 2000, as amended
The U.K. Financial Services and Markets Act, 2000
Generally Accepted Accounting Principles
General Anti-Avoidance Rule
Gross Domestic Product
Government of India
Goods and Service Tax
The Institute of Chartered Accountants of India
Income Computation and Disclosure Standards
ICRA Limited
International Financial Reporting Standards of the International Accounting
Standards Board
Generally accepted accounting principles followed in India as applicable to
banks in India
The Income Tax Act, 1961, as amended

Know Your Customer

Any mutual fund registered with SEBI under the Securities and Exchange
Board of India (Mutual Funds) Regulations, 1996, as amended

National Bank for Agricultural and Rural Development

Non-Resident Indian as defined under applicable FEMA regulations
Permanent Account Number

The Reserve Bank of India Act, 1934, as amended

The Securities Contracts (Regulation) Act 1956, as amended

The Securities Contracts (Regulation) Rules, 1957, as amended

Small Industries Development Bank of India

United States of America, its territories and its possessions and the District of
Columbia

United States Dollar

Generally accepted accounting principles followed in the United States
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DISCLOSURE REQUIREMENTS UNDER FORM PAS-4 PRESCRIBED UNDER THE COMPANIES

ACT, 2013

The table below sets out the disclosure requirements as provided in PAS-4 and the relevant pages in this
Preliminary Placement Document where these disclosures, to the extent applicable, have been provided.

Sr.
No.
1.

(@)

(b)
(©

(d)
Q)
(f)
(9)

(i)
(i)
(iii)
(iv)

(h)

@
(b)

(c)
(d)
(e)
()
(@)
()
(i)
(iii)
(iv)
(v)
(h)
(i)
1)

(k)

(i)

Disclosure requirements

GENERAL INFORMATION

Name, address, website and other contact details of the
company indicating both registered office and corporate
office.

Date of incorporation of the company.

Business carried on by the company and its subsidiaries with
the details of branches or units, if any.

Brief particulars of the management of the company.

Names, addresses, DIN and occupations of the directors.
Management's perception of risk factors.

Details of default, if any, including therein the amount
involved, duration of default and present status, in repayment
of:

Statutory dues;

Debentures and interest thereon;

Deposits and interest thereon; and

Loan from any bank or financial institution and interest
thereon.

Names, designation, address and phone number, email ID of
the nodal/ compliance officer of the company, if any, for the
private placement offer process.

PARTICULARS OF THE OFFER

Date of passing of board resolution.

Date of passing of resolution in the general meeting,
authorising the offer of securities.

Kinds of securities offered (i.e. whether share or debenture)
and class of security.

Price at which the security is being offered including the
premium, if any, along with justification of the price.

Name and address of the valuer who performed valuation of
the security offered.

Amount which the company intends to raise by way of
securities.

Terms of raising of securities:

Duration, if applicable;

Rate of dividend

Rate of interest

Mode of payment

Repayment

Proposed time schedule for which the offer letter is valid.
Purposes and objects of the offer.

Contribution being made by the promoters or directors either
as part of the offer or separately in furtherance of such objects.
Principle terms of assets charged as security, if applicable.
DISCLOSURES WITH REGARD TO INTEREST OF
DIRECTORS, LITIGATION ETC.

Any financial or other material interest of the directors,
promoters or key managerial personnel in the offer and the
effect of such interest in so far as it is different from the
interests of other persons

24

Relevant page of this Preliminary

Placement Document

Cover Page, 16 and 210

210
27 - 33,134 - 148

160 - 170
160 — 162
37-71

209
209
209
209

211 and 215

22,78 and 210
22, 78,175 and 210

22
22
Not Applicable

75

Not Applicable
77
Not Applicable
Not Applicable
Not Applicable
17,23 and 174
75
75

Not Applicable

23 and 167 - 168



Sr.
No

(ii)

(iii)
(iv)

V)

(vi)

(vii)

(@)
()(@)
(b)
(©

(d)
(i)(a)

(b)

Disclosure requirements

Details of any litigation or legal action pending or taken by
any Ministry or Department of the Government or a statutory
authority against any promoter of the offeree company during
the last three years immediately preceding the year of the
circulation of the offer letter and any direction issued by such
Ministry or Department or statutory authority upon
conclusion of such litigation or legal action shall be disclosed
Remuneration of directors (during the current year and last
three Fiscals)

Related party transactions entered during the last three Fiscals
immediately preceding the year of circulation of offer letter
including with regard to loans made or, guarantees given or
securities provided

Summary of reservations or qualifications or adverse remarks
of auditors in the last five Fiscals immediately preceding the
year of circulation of offer letter and of their impact on the
financial statements and financial position of the company and
the corrective steps taken and proposed to be taken by the
company for each of the said reservations or qualifications or
adverse remark

Details of any inquiry, inspections or investigations initiated
or conducted under the Companies Act, 2013 or any previous
company law in the last three years immediately preceding the
year of circulation of offer letter in the case of company and
all of its subsidiaries. Also, if there were any prosecutions
filed (whether pending or not) fines imposed, compounding of
offences in the last three years immediately preceding the year
of the offer letter and if so, section-wise details thereof for the
company and all of its subsidiaries

Details of acts of material frauds committed against the
company in the last three years, if any, and if so, the action
taken by the company

FINANCIAL POSITION OF THE COMPANY

the capital structure of the company in the following manner
in a tabular form:

the authorised, issued, subscribed and paid up capital (number
of securities, description and aggregate nominal value)

size of the present offer

paid up capital:

A. after the offer

B. after conversion of convertible instruments (if applicable)
share premium account (before and after the offer)

the details of the existing share capital of the issuer company
in a tabular form, indicating therein with regard to each
allotment, the date of allotment, the number of shares allotted,
the face value of the shares allotted, the price and the form of
consideration

Provided that the issuer company shall also disclose the
number and price at which each of the allotments were made
in the last one year preceding the date of the offer letter
separately indicating the allotments made for considerations
other than cash and the details of the consideration in each
case

Profits of the company, before and after making provision for
tax, for the three Fiscals immediately preceding the date of
circulation of offer letter
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Placement Document
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164

168

209

208

209

78

78
78

Not Applicable
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34 -36



Sr.

No.

(©
(d)

©
()

@
(b)

(©

Disclosure requirements

Dividends declared by the company in respect of the said three
Fiscals; interest coverage ratio for last three years (Cash profit
after tax plus interest paid/interest paid)

A summary of the financial position of the company as in the
three audited balance sheets immediately preceding the date
of circulation of offer letter

Audited Cash Flow Statement for the three years immediately
preceding the date of circulation of offer letter

Any change in accounting policies during the last three years
and their effect on the profits and the reserves of the company.
DECLARATION BY THE DIRECTORS

The company has complied with the provisions of the Act and
the rules made thereunder.

The compliance with the Act and the rules does not imply that
payment of dividend or interest or repayment of debentures, if
applicable, is guaranteed by the Central Government.

The monies received under the offer shall be used only for the
purposes and objects indicated in the Offer letter.
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SUMMARY OF OUR BUSINESS

Overview

We are a private sector bank in India offering a wide range of banking and financial products and services to
retail, corporate, small and medium enterprises (“SME”), micro small and medium enterprises (“MSME”) and
agriculture & inclusive banking (“AlB”) through various delivery channels, with focus on self-employed/ small
business segment (traders, shopkeepers, MSMEs and SMEs). We also lay emphasis on agriculture and financial
inclusion banking where we offer a range of products to cater to the needs of the unbanked, under-banked, rural
and semi-urban population.

As of March 31, 2017, we had 262 interconnected branches spread across 18 states and 2 union territories in India.
In Fiscal Year 2017, our Bank increased its network by 64 branches, which is the highest number of branches
opened by us in a Fiscal Year. We have increased our branch network in many parts of India in the last three
Fiscal Years. As of March 31, 2017, our distribution network included 515 interconnected ATMs comprising of
91 Aadhaar based biometric ATMs.

We have the following main business units:

¢ Retail banking;

Corporate banking;

SME and MSME banking;
Agriculture & Inclusive Banking; and
Treasury operations.

Retail banking

Our largest business unit is our retail banking business, which offers a wide range of financial products and
services to retail customers. Retail banking products principally comprise retail banking accounts (e.g., current
and savings accounts and term deposits) and retail loans (e.g., mortgage and micro mortgage, construction finance,
commercial vehicle, gold and personal loans). We also distribute third party products like mutual funds and
bancassurance. Our Bank continues to focus on building relationships with the NRIs to tap deposits, trade finance
and remittance market.

As a percentage of total deposits, retail banking deposits accounted for 76.54%, 80.73% and 82.74% as of March
31,2017, March 31, 2016 and March 31, 2015, respectively. As a percentage of total net advances, retail banking
advances accounted for 54.92%, 55.52% and 48.84% as of March 31, 2017, March 31, 2016 and March 31, 2015,
respectively.

Corporate banking

Our corporate banking business mainly caters to mid-sized corporate companies (i.e., companies with annual
turnover generally in excess of 100 crore and less than 750 crore). On a case to case basis, our corporate banking
business also caters to corporates with annual turnover in excess of X750 crore. Our range of corporate banking
products and services includes current accounts, term loans, working capital facilities, import and export
financing, cash management and salary accounts. We also provide non-fund-based services such as letters of
credit (LCs), guarantees and foreign currency conversion. Our commercial banking products and services are
delivered to our customers through multiple corporate banking locations around the country.

As a percentage of total deposits, corporate banking deposits accounted for 4.41%, 3.53% and 4.35% as of March
31, 2017, March 31, 2016 and March 31, 2015, respectively. As a percentage of total net advances, corporate
banking advances accounted for 16.00%, 15.26% and 23.20% as of March 31, 2017, March 31, 2016 and March
31, 2015, respectively.

SME and MSME banking
MSME business focuses on customers with annual turnover generally up to ¥10 crore and SME business focuses
on customers with the annual turnover generally from 10 crore up to ¥100 crore. MSME customers are usually

already associated with our Bank and are located within proximity of the locations of our branches. Carving out
SME and MSME business separately has helped focus our efforts on building and expanding on our
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neighbourhood customer base, which in our experience provides a better credit risk profile, due to smaller
individual exposure, comparatively higher yields, associated business and cross-selling opportunities, a higher
degree of secured/collateralised loans, good geographic spread and ability to meet priority sector lending targets.
Our SME and MSME customers are important to maintaining our CASA ratio. The SME business provides a
similar range of products and services as our corporate banking unit with some differentiation following
evaluation of each customer’s profile and dynamics. We have established new branches in Tier 2 to Tier 6
locations to specifically target MSME and SME customers.

As a percentage of total net advances, SME and MSME banking advances accounted for 11.51%, 11.95% and
12.60% as of March 31, 2017, March 31, 2016 and March 31, 2015, respectively.

Agriculture & Inclusive Banking (“AlB”)

Our AIB business unit caters to agriculture, micro-finance and rural customers. This business co-ordinates across
all business units and strives to complete the priority sector lending targets each year for our Bank as a whole.
The AIB business unit offers various products that are suited for the unbanked and under-banked areas in the rural
and semi-urban areas which would also help our Bank meet its financial inclusion targets agreed with RBI. This
unit is responsible inter alia for disbursing agriculture loans (commodity-based finance), loans for agricultural
farm equipment including tractors, term loans to micro finance institutions (“MFIs”), portfolio buyouts from
MFlIs, purchase of PTCs, term loans to micro finance institutions which extend loans to self-help groups and
portfolio buyouts from such institutions. Our Bank also provides micro mortgage loans to the lower middle
income group for the purpose of home construction, purchase, repairs, business, marriage, education etc.

As a percentage of total net advances, AlB advances accounted for 17.57%, 17.27% and 15.36% as of March 31,
2017, March 31, 2016 and March 31, 2015, respectively.

Treasury

Our treasury operations are our interface with the financial markets. Our treasury operations consist primarily of
statutory reserves management, liquidity management, investment and trading activities, money market and
foreign exchange activities. We trade in major currencies of the world and participate in the forward market. In
the Fiscal Year 2014 our Bank has completed the implementation of an integrated new treasury system. Treasury
activities are supported by appropriate technology, information systems and risk management systems and are
manned by experienced professionals.

Our total income (interest income plus other income) increased to ¥2,325.60 crore for the fiscal year ended March
31, 2017 from ¥1,588.14 crore for the fiscal year ended March 31, 2015 at a CAGR of 21.01%, our profit before
tax increased to ¥306.72 crore for the fiscal year ended March 31, 2017 from ¥208.03 crore for the fiscal year
ended March 31, 2015 at a CAGR of 21.42% and our profit after tax increased to ¥199.68 crore for the fiscal year
ended March 31, 2017 from ¥191.18 crore for the fiscal year ended March 31, 2015 at a CAGR of 2.20%. Our
total assets have increased to ¥24,046.38 crore as of March 31, 2017 from ¥16,132.31 crore as of March 31, 2015
at a CAGR of 22.09%. Our total deposits have grown to ¥19,289.21 crore as of March 31, 2017 from ¥12,609.13
crore as of March 31, 2015 at a CAGR of 23.68%.

Our Competitive Strengths

We believe that the following principal strengths enable us to implement our long-term strategy and distinguish
us in a competitive Indian financial services market:

Professional and experienced management team and board of directors with a proven track record

We have a professional and experienced management team which has wide ranging experience in the banking
industry. Mr. Murali M. Natrajan, our MD & CEO, joined us in April 2009 with an extensive experience for over
31 years at recognised banks across India and other Asian countries and demonstrated track record in the financial
services industry. Also, supporting our MD & CEO is a strong management team, including Mr. Bharat Sampat,
our Chief Financial Officer, Mr. Praveen Kutty, our Head - Retail and SME Banking, Mr. R. Venkattesh, our
Head - Operations, Information Technology and Human Resources, Mr. J. K. Vishwanath, Head of Corporate
Banking, Mr. Rajesh Verma, our Head - Treasury, Correspondent Banking & Trade Finance, Mr. Sridhar Seshadri
- Financial Controller and Chief Risk Officer and Mr. Abhijit Bose, Chief Credit Officer. For further details, see
“Board of Directors and Senior Management” on page 160. All members of our senior management team have
in-depth knowledge of banking operations and management and have a strong focus on continuing to formulate
and implement our growth strategy as our business grows and evolves.
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We also believe that our senior management team is supported by well-trained and qualified staff. We offer our
employees career growth opportunities in an entrepreneurial environment, along with suitable training programs.
As of March 31, 2017, our total employee strength was 4,979.

Comprehensive bouquet of products and services leads to diverse revenue streams

We offer a wide range of products that generate both interest and non-interest income. We have demonstrated
sustained growth with respect to both sources of income. We provide diversified solutions to the financial and
banking needs of our customers, with a focus on cross-selling multiple products to them. We believe that our
combination of diverse product offerings and a relationship-driven approach has enabled us to structure solutions
to meet our customers’ needs, resulting in sustained revenue generation.

Effective multi-channel distribution infrastructure

As of March 31, 2017, we had 262 interconnected branches spread across 18 states and 2 union territories in India.
Our branch network is largely concentrated in the states of Maharashtra, Odisha, Madhya Pradesh and Gujarat,
where our branch footprint correlates to locations in which small businesses and trading companies are
concentrated. The proximity to our target customers (e.g., SMEs and MSMES) gives us a competitive advantage.
As an important complement to and an extension of our branch network, we have, as of March 31, 2017, a multi-
channel electronic banking system that includes 515 interconnected ATMs, Internet banking, phone banking,
mobile applications, e-wallet services and account services via mobile phone. Our integrated distribution network
as complemented by our multi-channel electronic banking system is capable of providing a comprehensive suite
of products to customers, provides us with a strong sales platform in the areas in which we operate, enables us to
cross-sell products and to deliver high-quality, convenient and comprehensive services to a range of customers.

Strong and loyal customer base

Many of our customers, particularly those in the SME and MSME sector and trading community, have had long-
standing relationships with us due to our strong customer and neighbourhood-oriented focus. We believe that our
branches are conveniently located in close proximity to a large proportion of our target customer base and that
this has played a significant role in retaining customer loyalty. Also, we strive to be a one-stop solution to our
retail, corporate and SME and MSME customers, delivering all required banking and financial services across the
value chain, including loan products, transaction banking products and foreign exchange services. This strategy,
including identifying and introducing attractive new products and services, is designed to help us understand and
address all the needs of these customers.

Modern and scalable information technology systems infrastructure

We place emphasis on the importance of technology in our business as a means of improving the efficiency and
competitiveness of our business operations. We consistently invest towards maintaining a centralised and modern
technology platform for our internal systems and to support our core banking functions. We have implemented
‘Finacle™”, a core banking solution, which enables the integration of our front, mid and back offices. It also
facilitates branch banking and real time ATM transactions. We have also implemented ‘FinnOne Neo’ for the
processing and accounting of instalment-based loans, which enables centralized back-office operations in
Mumbai to cater to all our offices and branches for efficient, accurate and timely service delivery. Our Treasury
operations are carried out with an integrated Treasury system which enables seamless straight through processing
of deals in both fixed income securities and in foreign exchange transactions including accounting of such
transactions to core banking system seamlessly without manual intervention.

Consistent growth in balance sheet and strong performance indicators

Our total income has grown to ¥2,325.60 crore as of March 31, 2017 from ¥1,588.14 crore as of March 31, 2015
at a CAGR of 21.01%. Our net interest income has grown to ¥797.09 crore as of March 31, 2017 from I508.22
crore as of March 31, 2015 at a CAGR of 25.24%. Our total assets have increased to ¥24,046.38 crore as of March
31, 2017 from ¥16,132.31 crore as of March 31, 2015 at a CAGR of 22.09%. Our total deposits have grown to
%19,289.21 crore as of March 31, 2017 from 12,609.13 crore as of March 31, 2015 at a CAGR of 23.68% and
our net advances increased by a CAGR of 22.94% to ¥15,817.63 crore from ¥10,465.06 crore during the same
period. The overall CASA balances growth was at a CAGR of 26.08% to March 31, 2017 from March 31, 2015
and the percentage of our current and savings account deposits out of our total deposits (or the CASA ratio) was
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24.31% as of March 31, 2017.

In addition, percentage of our gross NPAs to our gross advances decreased to 1.59% as of March 31, 2017 from
1.76% as of March 31, 2015 and percentage of our net NPAs to our net advances have decreased to 0.79% from
1.01%.

A strong capital adequacy ratio is a pre-requisite for growth. As of March 31, 2017, March 31, 2016 and March
31, 2015, according to the Basel Il norms, our capital adequacy ratio was 13.76%, 14.11% and 14.95%
respectively. A robust capital adequacy ratio will be critical to the scaling up of our operations. To this end, we
have also issued, Basel 111 compliant Tier 1l bonds, amounting to ¥86.60 crore in March 2016 and ¥150.00 crore
in November 2016.

High asset quality through robust risk management practices

We have adopted a prudent risk management strategy which enhances our risk management organisational
structure and processes in order to create an effective risk management system through careful targeting of our
customer base, and by putting in place what we believe are comprehensive risk assessment processes and diligent
risk monitoring and remediation procedures.

We believe that the success of our risk management systems is reflected in the level of our gross and net NPAs,
which as of March 31, 2017, amounted to ¥254.20 crore, or 1.59% of our total gross advances, and ¥124.41 crore,
or 0.79% of our total net advances, respectively. Our total gross standard restructured advances were ¥59.82 crore,
44.92 crore and ¥70.25 crore as at March 31, 2017, March 31, 2016 and March 31, 2015.

Strong Promoter

We have a strong and committed Promoter, AKFED. We believe that our association with our Promoter helps us
in attracting talent at all levels including the senior management and the Board. We propose to build on our
Promoter’s expertise, including their experience in managing banks in other jurisdictions, as well as to capitalize
on the business relations of the Promoter with other banks. Our Promoter has a presence in 18 countries in the
developing world and employs over 47,000 persons. (Source: http://www.akdn.org/akfed)

Our Strategy

Our strategy and business model are built around our current strengths. We intend to continue to grow our market
share, including our retail deposit base, and to continue to achieve balanced growth in our balance sheet,
profitability (improving our return on assets and our return on equity) and efficiency (improving our cost to
income ratio) across all segments of our operations. Our key strategies to achieve these goals are set out below:

Continue to achieve balanced growth through diversification and balancing of portfolio mix with emphasis on
secured lending

We intend to achieve and maintain a balanced advances portfolio spread across retail, SME, MSME and corporate
(including AIB) customers and to continue our focus on secured lending. We periodically evaluate our product
and service offerings and seek to adapt to changing market conditions by updating or revising our product portfolio
to reflect customer preferences. We focus on reducing risks of capital loss and increase stability to our operations
by seeking to balance the portfolio mix with secured loans. Our mortgage-based products constitute about 43.22%
of our net advances as of March 31, 2017. We re-launched Commercial Vehicle loans and Gold loans in the retail
segment, which are secured products in Fiscal Year 2013 and launched Construction Finance which is also a
secured product in the Fiscal Year 2015. We have also recently relaunched Personal Loan business.

As part of our specific focus on building on our mid-sized corporate customer base, we intend to steadily grow
our corporate business in industries and segments that have good growth potential. We intend to continue to
monitor the needs of this market segment in order to formulate specific products to cater to the requirements of
doing business in their respective industries.

We have actively increased our focus on the SME and MSME business, which tends to have a higher degree of
secured/collateralised loans. Based on our experience, SME and MSME customers often have very specific
banking needs for which a one-size-fits-all approach by a bank would not be suitable. Additionally, SMEs and
MSMEs as a group offer a diversified credit risk profile due to the smaller individual customer exposure,
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comparatively higher vyields, associated business/cross-selling opportunities, higher degree of secured/
collateralised loans, and good geographic spread. Lending to SMEs can also help us meet our priority sector
lending requirements. The pricing to this segment is based upon an internally-generated rating, collateral coverage
and competitive landscape. We intend to grow this portfolio cautiously with smaller size loans and continue our
focus on improving turnaround time in approving and disbursing of credit proposals in order to assure a higher
level of customer service.

As part of our growth strategy, in the past we have acquired certain portfolios which are aligned to our target
products, customer segment and geographical presence across business units such as retail, SME/MSME and AIB
and continue to look for similar opportunities to grow our portfolio.

We intend to continue to emphasise growth in advances through secured lending across a diverse customer base.
As a percentage of total loans, secured loans accounted for 96.26%, 96.36% and 95.60% of net advances as of
March 31, 2017, March 31, 2016 and March 31, 2015 respectively.

Continue to focus on growth of retail deposit base, NRI deposits and focus on growth in Tier 2 to Tier 6 cities

With the increase in household income levels in India and the consequent need for diversified financial services,
the retail sector has emerged as a rapidly growing opportunity for banks with the skills and infrastructure to
adequately service this market.

Deposits from retail customers represent a significant, low-cost source of funding. We have in the past focused
our efforts on growing our CASA ratio and the level of term deposits to help manage our balance sheet and fund
growth in advances.

The proximity of our branches to our target customers (e.g., self-employed individuals, SMEs and MSMES)
allows us to attract interest-free current account and low cost savings account deposits. We will continue to focus
on such efforts by upgrading our multi-channel distribution network to cater to the needs of our customers,
including upgrading branches, re-allocating space to certain business to improve marketing and enhance cross-
selling in our retail banking business and to improve the service quality and efficiency of our non-branch delivery
channels.

We have also increased our focus on garnering business from the NRI customers by leveraging our relationships
with foreign banks, for developing correspondent banking facilities, remittances and our trade finance business.
As at March 31, 2017, March 31, 2016 and March 31, 2015, NRI deposits contributed to 8.49%, 9.48% and 8.96%
of our total deposits.

We are also focusing on growth in Tier 2 to Tier 6 cities across India. We strive to open branches in such areas
where which are unbanked or under-banked by other private sector banks and focus in opening branches in the
neighbourhood or close by areas. Advantage of opening branches in close proximity helps us in managing cash,
staff, operations and risk effectively besides creating/ establishing brand presence in such areas. In October 2015,
our Bank instituted a plan to increase our branch network by 150 branches. Since October 2015, our Bank has
opened 102 branches out of which 48 branches are located in Tier 2 to Tier 6 cities, across India.

Increase the contribution of non-interest income

An important strategic focus for us is to grow our fee and commission-based income. In order to grow non-interest
income, we distribute third-party investment products, such as mutual funds and life insurance and general
insurance products, and provide wealth management services. Our integrated branch and electronic banking
network and our increasingly diversified product and service portfolio have enabled us to develop our fee and
commission-based business. Third party non-interest based income (including commissions on the sale of
insurance products, brokerage on marketing of mutual funds and demat transaction and maintenance charges)
constituted 9.37%, 6.85% and 6.62% of the total non-interest income in the Fiscal Years ended March 31, 2017,
March 31, 2016 and March 31, 2015, respectively. We intend to continue to bring innovative products to the
market and improve cross-selling efforts of Bancassurance (both life and non-life), mutual funds, trade, forex and
cash management services in order to enhance non-interest income. We will also continue to focus on running a
conservative treasury book, in line with our ability to manage risks, in order to maintain our non-interest income
from treasury operations.

Further, having achieved our overall priority sector lending (“PSL”) targets, we have also sold (net of purchase)
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surplus priority sector lending assets through PSL certificates for net premium aggregating to ¥18.07 crore in the
Fiscal Year 2017. We intend to continue trading in PSL certificates in order to enhance our non-interest income.

Enter into strategic alliance to enhance product distribution

We also intend to continue forming strategic alliances with various entities to enhance product offering and
distribution capabilities. We have in the past entered into alliances with insurance companies to distribute third-
party investment products, such as mutual funds and life insurance and general insurance products, and provide
wealth management services. We have also entered into tie-ups with various financial institutions for issuance of
preloaded co-branded cards with our Bank and by insurance company for payment of the claim amount. These
cards enable us to earn interest on the amount that is loaded on the cards until customer has withdrawn the entire
amount in the cards. We have also entered into a tie-up with TVS Credit Services Limited for using their network
for sourcing customers for car loan.

Continue to strengthen systems, controls and risk management capabilities

Our risk management strategy entails the identification, measurement and management of risks across the various
businesses of our Bank. We have put in place, what we believe to be adequate risk assessment processes and
diligent risk monitoring and remediation procedure. We aim to continue to enhance our credit risk management
systems and processes in line with growth of business.

We believe that our efforts in strengthening risk management have improved our asset quality. Our gross NPAs
decreased to 1.59% as of March 31, 2017 from 1.76% as of March 31, 2015. The Net NPA has decreased to
0.79% from 1.01% during the same period.

Continue to focus on improving and maintaining cost efficiency

We continually seek to improve operating efficiencies, reduce our operating costs and thereby increase our
profitability. Streamlining manpower is an important driver of our strategy in this area as it brings in operational
efficiency, improves the level of control and reduces overall costs relative to income. Simplifying reporting lines,
consolidation of roles and higher productivity has allowed us to grow the business with greater efficiency in
manpower utilisation. We also seek to use other methods to reduce operational costs, such as rationalising and
consolidating our property portfolio, renegotiating and rationalising rates with vendors and service providers, and
rationalising and streamlining of the workforce. We intend to continue to realise cost efficiencies and thereby
improve our cost to income ratio consistently.

Attract, motivate and develop talented and experienced professionals

We believe a key to our success is the ability to recruit, retain, motivate and develop talented and experienced
professionals. We intend to continue to focus on the recruitment and development of a high-quality professional
workforce through provision of training and development programs for employees to enhance professional
knowledge and capabilities, enhancement of management and employee incentive programs to align
compensation with employee performance, creation of a collegial and encouraging work atmosphere and
improvement of morale.

Invest on customer facing and frontline enabling technologies

We have invested in technology infrastructure and applications to enhance customer experience across all service
delivery channels. For example, we believe that we were amongst the first few banks to offer Aadhaar enabled
biometric ATMs that allows customers to operate ATM using Aadhaar number and fingerprint without using the
ATM Card. We have also introduced Aadhaar based e-KYC using iris-scan enabled tablets for identification. This
helps us in undertaking instant e-KYC without the customer having to visit our branch. Aadhaar based
identification also helps us to reduce the time taken to open an account substantially and makes the account
opening process less cumbersome for the customer. For our Aadhar enabled ATMs, our Bank was awarded the
‘Banking Frontier Finnovit Award 2017’ by Banking Frontier and Deloitte and also the ‘BFSI Tech Maestros
Award’ in 2016 by Express Computers.

We have also launched ‘DCB on the Go’ instant Mobile Banking facility for our customers that enables banking

anywhere anytime to the customers through their mobile phones. We also launched the ‘DCB Mobile Passbook’
app in 2015 that helps our customers to access account transaction history on the go, in real time.
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We have also launched ‘DCB UPI App’, a UPI based facility, which enables online transfer of funds. We have
introduced ‘Loans on the Go’ which is a mobile based application for our loan customers to view and manage
their loan portfolio and procure interest certificates. For our, mutual fund customers, we have launched ‘Online
Mutual Fund’, an internet based application for online transactions, and to view their mutual fund portfolio. We
intend to continue to invest in technologies that enable us to improve customer experience.

Partner with select start-up companies on disruptive technologies

We explore business opportunities in disruptive technologies space, by engaging with various start-up financial
technological companies. We have also been associated with start-up festivals and competitions organised by
educational institutions for their students.

Our endeavours in this regard have resulted in launch of products like (i) DCB NiYO card, which allows for
multiple pockets on a single card for disbursing varying employee benefits like medical costs, fuel bills and meal
allowance; (ii) A reloadable prepaid VISA card along with a mobile app designed for youngsters and their parents,
wherein parents can use the mobile application to load money and monitor expenses.
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SUMMARY 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 audited financial statements as of and for the years ended
March 31, 2017, 2016 and 2015, prepared in accordance with the Indian GAAP. Solely for the convenience of the
reader, the selected data set out below is presented in a format different from our financial statements and such
data has been derived from our 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 Indian GAAP, IFRS or other accounting principles. For the purposes of

a comparative analysis in the discussion below, previous years’ figures have been reclassified wherever necessary.

Summary Balance Sheet for the Fiscal Years 2017, 2016 and 2015

As on March As on March As on March
31,2017 31, 2016 31, 2015
® in crore) R incrore) ® incrore)
CAPITAL & LIABILITIES
Capital 285.36 284.44 282.01
Employee Stock Options 1.58 1.53 3.20
(Grants outstanding net of deferred cost)
Reserves and Surplus 1,917.94 1,506.20 1,303.36
Capital and Reserves - Subtotal 2,204.88 1,792.17 1,588.57
Deposits 19,289.21 14,925.99 12,609.13
Borrowings 1,275.81 1,147.90 1,163.80
Other Liabilities and Provisions 1,276.48 1,252.46 770.81
TOTAL CAPITAL & LIABILITIES 24,046.38 19,118.52 16,132.31
ASSETS
Cash and Balances with Reserve Bank of India 858.30 703.37 633.68
Balances with Banks and Money at Call and Short Notice 334.16 188.20 85.49
Investments 5,817.94 4,333.33 4,470.56
Advances 15,817.63 12,921.39 10,465.06
Fixed Assets 488.57 248.02 236.68
Other Assets 729.78 724.21 240.84
TOTAL ASSETS 24,046.38 19,118.52 16,132.31
Contingent Liabilities 2,629.74 2,009.45 2,456.57
Bills for Collection 434.53 455.26 375.71
Summary Profit and Loss Account for the Fiscal Years 2017, 2016 and 2015
Fiscal Year Fiscal Year Fiscal Year
2017 2016 2015
® in crore) & in crore) & in crore)
1. INCOME
Interest Earned 2,076.15 1,698.46 1,422.42
Other Income 249.45 220.46 165.72
TOTAL INCOME 2,325.60 1,918.92 1,588.14
Il. EXPENDITURE
Interest Expended 1,279.06 1,078.96 914.20
Operating Expenses 628.33 490.93 396.49
Provisions and Contingencies 218.53 154.51 86.27
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Fiscal Year Fiscal Year Fiscal Year
2017 2016 2015
® in crore) ®in crore) & in crore)

TOTAL EXPENDITURE 2,125.92 1,724.40 1,396.96
I111. PROFIT / (LOSS)

Net Profit for the Year Ended 199.68 194.52 191.18

Balance Brought Forward 136.51 (4.23) (138.41)

Adjustment to Opening Balance - - (6.12)
TOTAL PROFIT/(LOSS) 336.19 190.29 46.65
1V. APPROPRIATIONS

Transfer to Statutory Reserve 49.92 48.62 47.80

Transfer to Special Reserve 12.10 6.49 3.05

Transfer to Capital Reserve 1.80 0.68 -

Transfer to Investment Reserve 0.71 0.36 0.03

Transfer from Revaluation Reserve (2.41) (2.37) -

Balance carried over to Balance Sheet 274.07 136.51 (4.23)
TOTAL 336.19 190.29 46.65

Earnings per share

(i) Basic () 7.01 6.86 7.21

(i) Diluted ) 6.87 6.77 7.03

Face Value per share (3) 10.00 10.00 10.00

Cash flow statement for the Fiscal Years 2017, 2016 and 2015

Fiscal Year 2017 Fiscal Year 2015

Fiscal Year 31, 2016

® in crore) ® in crore) ® in crore)
Cash Flow from Operating Activities
Net Profit after tax for the year 199.68 194.52 191.18
Add: Provision for income tax net of MAT 107.04 66.60 16.77
credit
Net Profit before tax for the year 306.72 261.12 207.95
Adjustments for:
Provisions for Advances 86.53 63.67 42.20
Provisions for Restructured Advances 0.15 (0.14) 9.27
Provision for Investments (0.13) 3.61 0.65
Provision for Standard Assets 21.67 12.34 16.81
Provision for Wealth Tax - - 0.08
Provision for Other Assets and 3.08 (0.12) 0.21
Contingencies
Depreciation /Amortisation on Fixed 39.04 30.28 23.36
Assets
Loss on Sale of Fixed Assets 0.21 0.42 0.12
Amortisation of Premium on Held-to- 11.75 7.72 6.27
Maturity (HTM) Investment
Amortisation of Premium on Acquired 1.92 3.08 3.13
Assets
ESOP Compensation 0.34 0.63 0.69
Cash Flow from Operating Activities 471.28 382.61 310.74
before adjustments
Adjustments for:
Increase/(Decrease) In Deposits 4,363.22 2,316.86 2,283.97
Increase (Decrease) in Other Liabilities & 2.05 467.04 169.68
Provisions
(Increase)/Decrease in Investments (1,496.23) (382.50) (843.26)
(Increase)/Decrease in Advances (2,984.85) (2,522.94) (2,379.47)
(Increase)/Decrease in Other Assets 3.30 42.10 (46.78)
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Refund/(Payment) of direct taxes
(Inducting Tax Deducted at Source)

Net Cash Flow from (used in)
Operating activities

Cash flow from Investing activities
Purchase of Fixed assets

Proceeds from sale of Fixed Assets

Net Cash Flow from / (used in)
Investing activities

Cash flow from Financing activities
Proceeds from Issue of Capital (including
ESOPs)

Issue of Subordinated Debt

Repayment of Subordinated Debt
Proceeds from Borrowings

Repayment of Borrowings

Net Cash Flow from / (used in)
Financing activities

Net Increase/(Decrease) in Cash &
Cash Equivalent

Cash and cash equivalent at the
beginning of the year

Cash and cash equivalent at the end of
the year

Notes to the cash flow statement

Cash and cash equivalent includes the
following:

Cash and balances with Reserve Bank of
India

Balances with Banks and Money at Call
and Short notice

Cash and Cash equivalent at the end
of the year

Fiscal Year 2017
® in crore)
(118.98)

239.79
(71.59)

0.49

(71.10)

4.29
150.00

44,681.73
(44,703.82)

132.20
300.89
891.57

1,192.46

858.30
334.16

1,192.46
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Fiscal Year 31, 2016
® in crore)
(83.56)

219.61
(41.93)

1.07

(40.86)

9.55
86.60
(65.00)
23,295.45
(23,332.95)
(6.35)
172.40
719.17

891.57

703.37
188.20

891.57

Fiscal Year 2015
® in crore)
9.41

(495.71)
(29.78)

0.95

(28.83)

250.51

24,798.57
(24,494.94)

554.14
29.60
689.57

719.17

633.68
85.49

719.17



RISK FACTORS

This offering and an investment in Equity Shares involve a high degree of risk. You should carefully consider the
risks described below as well as other information contained in this Preliminary Placement Document before
making an investment decision in the Issue. If any particular risk or some combination of the risks described
below actually occurs, our business, prospects, financial condition, results of operation and cash flows could be
seriously harmed, the trading price of our Equity Shares could decline and you may lose all or part of your
investment.

Unless specified in the risk factors below, we are not in a position to quantify the financial implications of any of
the risks mentioned below. We have described the risks and uncertainties that our management currently believes
are material but the risks set out in this Preliminary Placement Document may not be exhaustive or complete and
additional risks and uncertainties not presently known to us, or which we currently deem to be immaterial, may
arise or may become material in the future. This section should be read together with “Industry Overview”, “Our
Business” and “Management’s Discussion and Analysis of Financial Condition and Results of Operations”
on pages 121, 134 and 96 as well as the Financial Statements, including the notes thereto, and other financial
information included elsewhere in this Preliminary Placement Document. This Preliminary Placement Document
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 Preliminary Placement Document. Additional risks not described below or not currently
known to us or that we currently deem immaterial may also adversely affect the market price of our Equity Shares.
In making an investment decision, prospective investors must rely on their own examination of our Bank and the
terms of the Issue including the merits and the risks involved.

Internal Risk Factors

Our results of operations depend to a significant extent on net interest income, which in turn is sensitive to
changes in interest rates. Any changes in the interest rate environment that may cause the costs on our interest-
bearing liabilities to increase disproportionately to the income from our interest-earning assets may adversely
impact our business and financial results.

Our results of operations depend to a significant extent on our net interest income. During the Fiscal Years ended
March 31, 2017, March 31, 2016 and March 31, 2015, net interest earned represented 76.16%, 73.75% and
75.41%, respectively, of our operating income, which includes our net interest income and other income. Net
interest income represents the excess of interest earned from interest-bearing assets (performing loan assets and
investments) over the interest paid on customer deposits and borrowings. Interest rates are highly sensitive to
many external factors beyond our control, including growth rates in the economy, inflation, money supply, RBI’s
monetary policies, deregulation of the financial sector in India, domestic and international economic and political
conditions and other factors. In addition, an increase in interest expense relative to interest income may lead to a
reduction in our net interest income, which could materially and adversely affect our results of operations.

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 of the time lag in re-pricing of our assets and liabilities. The
difference could result in an increase in interest expense relative to interest income leading to a reduction in our
net interest income, which could materially and adversely affect our results of operations. Any volatility or
increase in interest rates or other market conditions may also adversely affect the rate of growth of certain sectors
of the Indian economy and the value of our marked-to-market fixed-income securities portfolio, which may
adversely impact our business and financial results.

Our inability to maintain and continue to improve the share of CASA deposits may result in higher cost of
deposits and thereby affect the profitability of our Bank in future.

Our Bank as on March 31, 2017, March 31, 2016 and March 31, 2015 had total deposits of ¥19,289.21 crore,
314,925.99 crore and I12,609.13 crore, respectively. The share of CASA deposits amounted to 24.31% of total
deposits in Fiscal Year 2017, 23.38% in Fiscal Year 2016 and 23.40% in Fiscal Year 2015. While, the increase
in share of CASA deposits, has led to decrease in cost of deposits to 6.91% in Fiscal Year 2017 from 7.48% in
Fiscal Year 2016, our inability to maintain and continue to improve the share of CASA deposits may affect the
profitability of our Bank.
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Further, on November 8, 2016, the Gol announced the discontinuation of the then existing series of ¥500 and
1,000 banknotes as a form of legal tender from November 9, 2016 and issued new %500 and 2,000 banknotes.
The discontinued series of 500 and 1,000 banknotes had to be deposited in bank accounts/ exchanged for legal
tender of new I500 and ¥2,000 banknotes up to December 31, 2016. This process resulted in a short term
significant increase in our CASA deposits for the quarter ended December 31, 2016. However, since restrictions
in relation to the withdrawals from current accounts and savings accounts were lifted with effect from January 30,
2017 and March 13, 2017, respectively, there can be no assurance that customers will continue to maintain same
level of deposits in their accounts and that we will be able to maintain the same level of CASA deposits and any
significant decrease in CASA deposits on account of mass withdrawals may lead to increase in cost of funds and
affect the profitability of our Bank.

If we are unable to manage the significant challenges that we face in maintaining or managing the growth in
our retail banking business, our business, liquidity position, results of operations and financial condition could
be adversely affected.

As part of our growth strategy, we have expanded our retail banking business products and services to include
mortgage and micro mortgage loans, construction finance, commercial vehicle loans, gold loans, personal loans,
loans against term deposits and wealth management products and services, including investment advice, mutual
funds and bonds and bancassurance. Our retail banking constituted 76.54%, 80.73% and 82.74% of our total
deposits and 54.92%, 55.52% and 48.84% of our total net advances as at March 31, 2017, March 31, 2016 and
March 31, 2015, respectively. While we anticipate continued demand in the retail banking business, growth of
our retail portfolio is subject to various factors including geographic location of our proposed branches,
availability of funding in such locations and competitiveness at such locations. We cannot assure you that we will
be able to maintain the present growth rates in retail banking business. Any failure to maintain or manage our
planned growth in retail banking business could require us to seek more expensive sources of funding to meet our
funding requirements. In case of such events, our business, liquidity, results of operations and financial condition
could be materially and adversely affected.

Our business and financial performance are dependent on increasing our area coverage through our branch
network. Any failure to do so will affect our growth.

As of March 31, 2017, we had 262 interconnected branches spread across 18 states and 2 union territories in the
country. In Fiscal Year 2017, we increased our network by 64 branches, which is the highest number of new
branches opened by us in a Fiscal Year. The new branches were opened in many locations including the states of
Odisha, Madhya Pradesh, Tamil Nadu and Telangana. In line with our strategy, we intend to expand our branches
in Tier 11 to Tier VI cities. Our newly opened branches may not be profitable immediately upon their opening or
may take time to break even. In the event of delay in achieving break even by the newly opened branches within
a reasonable period as envisaged by us, our profitability may be affected. Our aggressive branch expansion plans
may have an adverse effect on the capital outlay which in turn may adversely affect the financial condition and
results of operations of our Bank.

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 and, 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 face significant 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,
corporate and SME & MSMEs to include retail asset products, prepaid cards, travel cards and a remittance
platform, etc. 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:

e cost overhead including start-up expenditure;
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o 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;

o lower growth or profitability potential than we anticipate;

o failure to identify new segments and offer attractive new products and services in a timely fashion, putting
us at a disadvantage to our competitors;

e competition from similar offerings or products and services by our competitors in the banking and
nonbanking 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;

o failure to appropriately value collateral, including property and infrastructure assets, in order to lend on a
secured basis;

o failure to attain requisite approvals from any regulatory authority;
o failure to adequately market our new products and services to our target customer segment;

o 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;

e 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;

e 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.

If we are unable 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, which may materially and
adversely affect our liquidity, business, prospects, financial condition, and results of operations. In addition, if our
competitors are able to better anticipate the needs of customers within our target market, our market share could
decrease and our business could be adversely affected.

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) primarily have been customer
deposits, Basel 11l compliant Tier 1l subordinated debt, inter-bank loans and portfolio based refinancing from
development financial institutions (e.g., NABARD, SIDBI and NHB). Failure to continue obtaining funding from
these sources or replacing 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.
The pricing of our issuances of debt securities will also be negatively impacted by any downgrade or potential
downgrade in our credit ratings. This would increase our financing costs, and adversely affect our future issuances
of debt and our ability to raise new capital on a competitive basis. The rates that we must pay to attract deposits
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are determined by numerous factors such as the prevailing interest rate structure, deregulated savings interest rate,
competitive landscape, Indian monetary policy and inflation.

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 base, 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, Indian monetary policy and inflation. While the de-notification of 500 and 1,000
banking notes in November 2016 and subsequent deposit of currency notes has increased our CASA, deposits
resulting in significant increase in our CASA base, lifting of restrictions on withdrawals in Q4 of Fiscal year 2017
may result in lowering of our CASA deposits. In the event that our spreads decrease, it may have a material
adverse effect on our business, financial condition, results and cash flow.

We may be unable to successfully execute our business and growth strategies due to a variety of factors, in
which case our business growth could be adversely affected.

During the years ended March 31, 2017, March 31, 2016 and March 31, 2015, we expanded our business and
infrastructure, with deposits increasing to ¥19,289.21 crore as of March 31, 2017 from ¥14,925.99 crore as of
March 31, 2016 and ¥12,609.13 crore as of March 31, 2015, along with the advances increasing to ¥15,817.63
crore as of March 31, 2017 from ¥12,921.39 crore as of March 31, 2016 and ¥10,465.06 crore as of March 31,
2015. 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 our strategy.

We continue to develop and implement several growth initiatives to become more competitive and
neighbourhood-oriented. In particular, we are transitioning to a more balanced portfolio of retail secured loans
and loans to SMEs and MSMEs and agriculture-related microfinance and mid-corporate loans, including both
fixed and floating rate loans. There is no assurance that we will be able to successfully implement our business
strategies in a timely manner or at all.

Our ability to sustain and manage growth depends primarily upon our ability to manage key issues such as
selecting and retaining skilled personnel, developing profitable products and services to cater to the needs of our
existing and potential customers in our current markets, improving our risk management systems to monitor our
existing and new businesses, maintaining and in a timely manner, upgrading an effective technology platform,
developing a knowledge base to face emerging challenges and ensuring a high standard of customer service.
Sustained growth also puts pressure on our ability to effectively manage and control historical and emerging risks.
Our ability to sustain and manage growth is also affected by macroeconomic factors affecting India, such as GDP
growth, changes in implementation of macroeconomic policies, changes in demand for loans and changes in
interest rates. We may not be able to successfully maintain growth rates due to unfavourable changes in any one
or more of the aforementioned factors. Our inability to effectively manage any of these issues may adversely
affect our business growth and, as a result, adversely impact our businesses, prospects, financial condition and
results of operations, as well as the market price of our Equity Shares.

We are dependent on the general economic condition and activity, in certain states of India and any downturn
in the economies of these states may adversely affect our business, results of operations and financial
condition.

A majority of our branches are located in the states of Maharashtra, Odisha, Madhya Pradesh, Gujarat and
Telangana. Of the 262 interconnected branches that we operated in as of March 31, 2017, 146 branches,
constituting 55.73% of total branches, were based in these states.

Majority of our deposits are collected from the states of Maharashtra, New Delhi, Gujarat, Telangana and Punjab.
Our concentration in these states, exposes us to any adverse economic or political circumstances in that region as
compared to other public and private sector banks that have more diversified national presence. If there is a
sustained downturn in the economies of these regions of India, our business, results of operations and financial
condition may be materially and adversely affected.
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We have concentration of loans to and deposits from certain customers, which exposes us to risk of credit
losses and premature withdrawal of deposits from these customers that could materially and adversely affect
our business, results of operations and financial condition.

Our advances (funded and non-funded) to the 20 largest borrowers, accounted for approximately 7.10% (i.e.
%1,397.34 crore), 8.11% (i.e. ¥1,376.26 crore) and 9.97% (i.e. ¥1,413.40 crore) of our total advances as of March
31, 2017, March 31, 2016 and March 31, 2015, respectively. As of March 31, 2017, our largest single customer
exposure (which included fund-based and non-fund-based) was ¥111.05 crore representing 0.56% of our total
customer exposure (fund-based and non-fund-based).

As of March 31, 2017, one of our 20 largest borrowers was classified as non-performing amounting to 369.68
crore. If any of our other large borrower were to become non-performing, the credit quality of our portfolio and
our business and financial results could be adversely affected.

Further, our deposits from our 20 largest depositors, accounted for approximately 13.78% (i.e. ¥2,657.41 crore),
13.99% (i.e. ¥2,088.16 crore) and 15.54% (i.e. ¥1,960.01 crore) of our total deposits as of March 31, 2017, March
31, 2016 and March 31, 2015, respectively. We cannot assure you that there will not be any premature withdrawal
or non-renewal of deposits from these depositors.

Deterioration in the performance of any of the industry sectors or difficulties experienced in these sectors,
where we have significant exposure may adversely impact our business, results of operations and financial
condition.

Our total gross loan to borrowers is dispersed across various industry sectors, the most significant of which are
wholesale trade, which represented 14.52% (i.e. ¥2,317.25 crore), transport, which represented 7.34% (i.e.
%1,171.36 crore), construction, which represented 7.26% (i.e. ¥1,158.98 crore), and retail trade which represented
7.24% (i.e.X1,154.76 crore), respectively, of our outstanding gross loan as of March 31, 2017.

Further, it has been our policy to diversify the exposure over different industry sectors. We have fixed exposure
norms (sectoral cap) for major industry sectors. For example, our internal policies set out limit of our credit
exposure to any particular industry depending upon the nature of that industry.

Despite monitoring our level of exposure to sectors and borrowers, any significant deterioration in the
performance of the industry sectors that we lend to (including ‘priority sectors’), 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 in that industry
sector to service their debt obligations.

As of March 31, 2017, priority sector lending aggregated ¥6,264.11 crore and represented 46.22% of our adjusted
net bank credit. Any significant difficulty in a particular sector, driven by events not within our control, such as
regulatory action or policy announcements by central or state government authorities or natural disasters, would
adversely impact the ability of borrowers in that industry to service their debt obligations to us.

We cannot assure you that we will be able to diversify our exposure over different industry sectors in the future.
Failure to maintain diverse exposure resulting in industry sector concentration may adversely impact our business,
financial condition and results of operation, in case of any significant deterioration in performance of such industry
sector.

If we are unable to manage the significant risks and challenges that we face in our non-interest income
businesses, our business and financial results could be adversely affected.

As part of our growth strategy, we have been diversifying and expanding our products and services, including
from marketing transaction banking services to retail customers and small and medium-sized companies to earn
non-interest income. Our non-interest income has increased to ¥249.45 crore in Fiscal year 2017, from 3220.46
crore in Fiscal year 2016 and ¥165.72 crore in Fiscal year 2015. Such products include travel cards, gift cards,
debit cards, trade products, cash management, foreign exchange transactions and sales of third party products
such as insurance and mutual funds. Non-interest income based products and services entail a number of risks
and challenges.

For insurance products, we have corporate agency arrangements with well-known insurance companies in India,
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whereby we earn commission from the sale and renewal of their insurance products that we solicit and procure
from our customers. We also have a referral arrangement with well-known providers of general insurance policies,
whereby we earn referral fees by marketing general insurance products through our distribution channels to our
customers. Our income from these arrangements depends greatly on the reputation of such insurers in the
marketplace and the quality and variety of products they offer, which are factors beyond our control. Under
existing bancassurance regulations, we are currently permitted to have arrangements with up to three life insurers,
three non-life insurers and three standalone health insurers for the sales of insurance products. We are unable to
offset risk arising from our dependence on such insurers by offering products from other insurers.

We recently expanded the number of ATMs in our network in order to take advantage of opportunities to expand.
A majority of our new ATMs are owned, installed and operated by a third-party vendor but have our name and
logo and are accessible by our customers, as well as by non-customers. We receive a transaction-based fee for
use of our ATMs by non-customers. On February 13, 2012, RBI announced new guidelines for so-called “white
label” ATMs in an effort to increase ATM penetration on a per capita basis. Going forward, we may face difficulty
finding third-party vendors with whom to partner for our existing ATM network or to expand our network, and
we may face increased competition with white label ATMs. In the event that we are unable to find third-party
vendors with whom to partner, or to reach commercially agreeable terms with vendors, and that competition from
entrants to the market reduces the number of customers and non-customers that use our ATMs, our fee income
from ATMs could decrease, which could adversely affect our financial results.

SEBI has also limited the amount that asset management companies can pay distributors of mutual funds. Also,
with Government of India and RBI focussing on increased digital transactions and focusing on non-cash payment
mechanisms including UPI based payment methods, our fee income from ATMs could decrease, which could
impact our financial results. Further, as most banks have introduced fee on customers using their debit cards for
cash withdrawal for more than three/ five free transactions each month, users who are not customers of the bank
may choose to carry out a limited number of cash withdrawals at our ATMs, reducing/ restricting fees and charges
receivable on such transactions. Any regulatory action which restricts and/or reduces the fees and charges
receivable on third party products, may impact our fee income from sale of such products. If we are unable to
manage the attendant risks and challenges, returns on such products and services may be less than anticipated,
which could have a material adverse effect on our business and financial results.

Our Bank distributes third-party investment products, such as mutual funds, brokerage and insurance
products, and provides wealth management services. Our inability to effectively manage any of the above
businesses may adversely affect our business, results of operation and financial condition.

Our Bank has increased its focus on fee and commission-based income over a period of years. In order to grow
non-interest income, our Bank distributes third-party investment products, such as mutual funds, brokerage and
insurance products and provides wealth management services. In case the customers to whom such products are
sold, experience deficiency of service or are otherwise aggrieved, our Bank may be subject to litigation or claims
for damages by such aggrieved customers, which could have adverse effects on our reputation and our business,
financial position and results of operations.

We operate in a highly-regulated industry and any changes in the regulations or enforcement initiatives may
adversely affect our business, financial condition or results of operation. Moreover, we are subject to
supervision and regulation by RBI, who may impose stricter regulations and guidelines which are intended to
provide tighter control may adversely affect our business, results of operation and financial condition.

Banks in India, including us are subject to detailed supervision and are regulated principally by the RBI. Further,
we also have reporting obligations to RBI and are subject to the corporate, taxation and other laws in effect in
India. The regulatory and legal framework governing us has been and may continue to change as India’s economy
and commercial and financial markets evolve. In recent years, existing rules and regulations have been modified,
new rules and regulations have been enacted and reforms have been implemented which are intended to provide
tighter control in the industry where we operate, such as change in loan to value ratio in our mortgage loans,
restriction on charging pre-closure penalty on variable rate loans etc.

Since 2012, the RBI has made several changes in regulations applicable to banking companies, including:
o implementation of Basel I1I capital regulation;

e additional capital and provisions for unhedged foreign currency exposure;
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e additional capital for credit value adjustments;

e guidelines on framework for domestic systemically important banks;
e guidelines on intra-group exposures;

e guidelines to calculate lending rates under marginal cost of funds;

e FATCA compliance guidelines;

o framework for revitalising distressed assets.

We are subject to a wide variety of banking and financial services laws and regulations and a large number of
regulatory and enforcement authorities in each of the jurisdictions in which we operate. The laws and regulations
or the regulatory or enforcement environment in any of those jurisdictions may change at any time and that may
have an adverse effect on the products or services we offer, the value of our assets or our business in general.
Also, the laws and regulations governing the banking and financial services industry have become increasingly
complex governing a wide variety of issues, including interest rates, liquidity, capital adequacy, securitisation,
investments, ethical issues, money laundering, privacy, record keeping, marketing and selling practices, with
sometimes overlapping jurisdictional or enforcement authorities.

Any change in RBI policy, including directed lending norms, may result in our inability to meet the priority sector
lending requirements as well as require us to increase our lending to relatively riskier segments and may result in
an increase in NPAs in the directed lending portfolio. Future changes in laws and regulations and failure or the
apparent failure to address any regulatory changes or enforcement initiatives could have an adverse impact on our
business, our future financial performance and our shareholders’ funds, harm our reputation, subject us to
penalties, fines, disciplinary actions or suspensions of any kind or increase our litigation risks and have an adverse
effect on the price of our Equity Shares.

There are a number of restrictions under the Banking Regulation Act, which impede our operating flexibility and
affect or restrict investors’ rights. These include the following:

e Section 12(2) of the Banking Regulation Act states that “no person holding shares in a banking company
shall exercise voting rights on poll in excess of 10.00% of the total voting rights of all the shareholders of
the banking company”.

e Section 15(1) of the Banking Regulation Act states that “no banking company shall pay any dividend on its
shares until all its capitalised expenses (including preliminary expenses, organisation expenses, share-selling
commission, brokerage, amounts of losses incurred and any other item of expenditure not represented by
tangible assets) have been completely written off”.

e Section 17(1) of the Banking Regulation Act requires every banking company to create a reserve fund and
to transfer out of the balance of the profit of each year as disclosed in the profit and loss account a sum
equivalent to not less than 20.00% (the RBI circular dated September 23, 2000 has fixed this limit at 25.00%)
of such profit before paying any dividend.

e Section 19 of the Banking Regulation Act restricts the forming of subsidiaries by banks, which may prevent
us from exploiting emerging business opportunities. Similarly, Section 23 of the Banking Regulation Act
contains certain restrictions on banking companies regarding the opening of new places of business and
transfers of existing places of business, which may affect our operational flexibility.

e Section 25 of the Banking Regulation Act requires each banking company to maintain assets in India
equivalent to not less than 75.00% of its demand and time liabilities in India, which in turn may restrict us
from building overseas asset portfolios and exploiting overseas business opportunities.

e We are required to obtain approval of RBI for the appointment and remuneration of our part time chairman

and other whole time directors. RBI has powers to remove managerial and other persons from office, and to
appoint additional directors.
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e We are also required to obtain approval of the RBI for the creation of floating charges on our borrowings,
thereby affecting leverage. The Banking Regulation Act also contains provisions regarding production of
documents and availability of records for inspection.

e A compromise or arrangement between us and our creditors or any class of them or between us and our
shareholders or any modification in such arrangement or compromise will not be sanctioned by any High
Court unless such compromise or arrangement or modification, as the case may be, is certified by RBI in
writing as capable of being implemented and as not being detrimental to the interests of our depositors. Our
amalgamation with any other banking company will require the sanction of RBI and shall be in accordance
with the provisions of the Banking Regulation Act. The provisions for winding-up of banking companies as
specified in the Banking Regulation Act are at variance with the provisions of the Companies Act. Further,
RBI can also apply for winding up of a banking company in certain circumstances and can also be appointed
as the liquidator and the Gol could acquire the undertakings of banking companies in certain cases.

The forms of business in which we may engage are specified and regulated by the Banking Regulation Act.
Pursuant to the provisions of Section 8 of Banking Regulation Act, we cannot directly or indirectly deal in the
buying, selling or bartering of goods, except in connection with the realisation of security given to us or held by
us, or in connection with bills of exchange received for collection or negotiation, or in connection with the
administration of estates as executor, trustee or otherwise, or in connection with any business specified under
section 6(1)(o) of the Banking Regulation Act. Goods for this purpose means every kind of movable property,
other than actionable claims, stocks, shares, money, bullion and specie and all instruments referred to in section
6(1)(a) of Banking Regulation Act. Unlike a company incorporated under the Companies Act, which may amend
the objects clause of its Memorandum of Association to commence a new business activity, banking companies
may only carry on business activities permitted by Section 6 of the Banking Regulation Act or specifically
permitted by the Reserve Bank of India. This may restrict our ability to pursue profitable business opportunities
as they arise.

Compliance with many of the regulations applicable to our operations may involve significant costs and otherwise
may impose restrictions on our operations. Further, these regulations are subject to frequent amendments and
depend upon government policy. There can be no assurance that changes in these regulations and the
implementation of future rules by governmental and regulatory authorities (including lower loan to value ratio for
mortgage loans, cap on interest rate charged/ interest spread for mortgage loans or loans to weaker sections etc.)
will not adversely affect our business, results of operation and financial condition.

Regulations in India require us to extend a certain amount of loans to the priority sector, which could subject
us to higher delinquency rates. In addition, our results of operations could be affected if we do not meet our
priority sector lending requirements.

The directed lending norms of RBI require that every bank should extend an aggregate of 40% of its adjusted net
bank credit, or ANBC, to certain eligible priority sectors, such as agriculture, MSMEs and SMEs and housing
finance. Within this requirement, banks are required to extend 18 % of ANBC or their credit equivalent of off-
balance sheet exposure rather, whichever is higher to the agricultural sector (within the 18% target for agriculture,
atarget of 8% of ANBC or credit equivalent of off-balance sheet exposure rather, whichever is higher is prescribed
for small and marginal farmers, to be achieved in a phased manner i.e., 7% by March 2016 and 8% by March
2017) and 10% to weaker sections, which includes small and marginal farmers as well as artisans, village and
cottage industries. RBI regulations specify that priority sector requirements should be met on the basis of credit
equivalent of off-balance sheet exposure rather than ANBC if such off-balance sheet exposure by a bank is higher
than its ANBC.

We have experienced, in the past, and may continue to experience, shortfalls in meeting our priority sector lending
requirements. Although we have met with our overall priority sector lending requirements as of March 31, 2017,
we have not met sub-allocation requirement of 18% of ANBC to the agricultural sector and 10% of ANBC to the
weaker sections of the society.

If we are unable to meet priority sector lending requirements, we are required to place an amount based on 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, SIDBI
and NHB deposits, from which we would earn lower levels of interest as compared to loans made to the priority
sector. These deposits are generally required to be held in such accounts for five to seven years. However,
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effective March 31, 2014, existing and fresh 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 small
enterprises sector, as the case may be. In such circumstances, our financial condition and results of operations
could be materially and adversely impacted. As of March 31, 2017, we had ¥443.59 crore held in NABARD,
SIDBI and NHB deposits. For further details, see “Selected Statistical Information” on page 87.

The Government of India (“Gol”) has in the past and may in the future direct us to implement certain schemes
that are aimed at serving the interest of farmers and/or a cross section of the public. Such schemes may not
necessarily be aimed at maximising our profits and may adversely affect our business, financial condition and
results of operations.

The RBI circular RPCD No. FSD BC 71/05.04.02/2013-14 dated December 4, 2013 on interest subvention scheme
is applicable to all private sector scheduled commercial banks, including us, for short term crop loans up to %0.03
crore per farmer from Fiscal year 2013-14 onwards. Government of India grants interest subvention of 2% on
such loans and the loans are to be granted at a fixed rate of 7%. Effectively the loans are granted at 9% which is
below our base rate, hence grant of such loan will have an adverse impact on our profits. We also provide special
schemes under which credit facilities and loans are extended to persons belonging to weaker sections, which is
aimed at facilitating the Government of India’s initiative. We also offer loans under the schemes of Pradhan Mantri
Mudra Yojana (“PMMY?”) to provide funding to the non-corporate, non-farm sector income generating activities
of micro and small enterprises whose credit needs are below 0.1 crore. Historically, NPAs are higher in the
priority sector lending compared with non-priority sector lending and hence grant of such loans provided for direct
agriculture and/or to weaker sections could have an adverse impact on our profitability.

Our microcredit lending, poses unique risks not generally associated with other forms of lending in India, and,
as a result, we may experience increased levels of non-performing loans and related provisions and write-offs
that negatively impact our results of operations.

We have expanded our portfolio of loans to small businesses and poor and illiterate individuals in India, who have
limited sources of income, savings and credit histories, and who cannot provide us with any collateral or security
for their borrowings. Our loans to the microfinance sector include term loans to micro finance institutions
(“MFIs”), portfolio buyouts from MFIs, and, direct lending through our AIB branches to self-help groups
(“SHGSs”) and joint liability groups (“JLGS”). Our microfinance customers typically belong to the economically
weaker segments of society in rural India, who have limited sources of income, savings and credit records, and
who cannot provide us with any collateral or security for their borrowings. In addition, we expect to rely on non-
traditional guarantee mechanisms in connection with such loan products, which are generally secured by informal
individual and group guarantees, rather than tangible assets. As a result, these loan products may pose a higher
degree of risks than loans secured with physical collateral. Due to the precarious financial and social
circumstances of our microfinance customers and our non-traditional lending practices we may, in the future,
experience increased levels of non-performing loans and related provisions and write-offs that could have a
material and adverse effect on our business, future financial performance and results of operations.

Incidents of backlash against microcredit lenders may inhibit our ability to meet our priority sector lending
requirements, grow our microcredit business and may increase our levels of non-performing loans.

Incidents of backlash against micro-credit lenders in erstwhile Andhra Pradesh resulted in the enactment of the
Andhra Pradesh Micro Finance Institutions (Regulation of Money Lending) Act, 2011 (the “A.P. MFI Act™). The
A.P. MFI Act provides for, inter alia, registration and cancellation of registration of microfinance institutions,
filing of periodic returns by MFIs, limits on interest recoverable by MFIs, prohibition on security for loans
provided to SHGs and prior approval for granting of further loans to SHGs. Due to uncertainty regarding the
implementation and enforcement of the A.P. MFI Act, most banks operating in Andhra Pradesh have ceased
micro-lending disbursements and microcredit borrowers in the state of Andhra Pradesh may stop repaying their
loans. This has materially and adversely affected the ability of MFIs to collect on existing microfinance loans and
the amount of business volumes in the microfinance sector in Andhra Pradesh. We cannot assure you that we will
be able to comply with the provisions of the A.P. MFI Act. The Government of India may introduce a new bill in
the parliament to regulate MFIs. There is no assurance that the resultant legislation will be beneficial for our
Bank.

Further, other state governments may promulgate similar or stricter regulations, resulting in increased levels of

non-performing loans and related provisions and write-offs that could materially and adversely affect our results
of operations and prospects. In addition, if the micro-credit crisis spreads, we may face a decline in yields from,
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and increase in prices of, other priority sector assets, or we may be unable to meet our priority sector lending
requirements altogether, as we may experience greater competition from other banks in securing other forms of
priority sector lending. In such circumstances, our financial condition and results of operations could be materially
and adversely affected.

Our Directors are professionals with specialised knowledge and valuable practical experience. We cannot
guarantee that in the event that we are required to replace them, we would find suitable replacements in a
timely manner, which could affect our business and results of operations.

Our Bank is dependent on the experience, knowledge, guidance and the continued efforts of our Board of
Directors on various aspects of our business. Pursuant to the requirements of Section 10(A)(2) of the Banking
Regulation Act, our Directors are professionals with specialised knowledge and practical experience in one or
more of the following areas such as accountancy, agriculture and rural economy, banking, cooperation,
economics, finance, law, small-scale industry, etc.

In terms of the provisions of the Banking Regulation Act, none of the directors other than the chairman or whole-
time directors, may hold office continuously for a period exceeding eight years. Further, the Companies Act,
mandates that the independent directors shall only be appointed for a maximum of two terms of up to five
consecutive years each. Any re-appointment of independent directors shall inter alia be on the basis of the
performance evaluation report and approval of the shareholders in a general meeting.

Further, under the Banking Regulation Act, the appointment of whole-time directors requires the approval of the
RBI, which has also prescribed “fit and proper” criteria to be considered when appointing directors of a banking
company. Additionally, pursuant to Section 196(3) of the Companies Act, the RBI vide a notification dated
September 9, 2014, fixed an upper age limit of 70 years for the managing director, chief executive officer and
other whole time directors of private sector banks.

Consequently, as and when required, we may be required to find suitable alternatives for some of our Directors
who shall retire or cease to hold office in accordance with law. There can be no assurance that the RBI would
approve the appointment of any such new directors. Also, since the competition for such professional directors
throughout the banking industry is intense, we may not be able to find suitable persons of comparable skills and
expertise to replace the loss of any of our Directors in a timely manner, which could have a material adverse effect
on our business, financial results and prospects.

Disproportionate reaction on the part of media, customers, shareholders, investors or regulators to any adverse
publicity against our Bank can affect our ability to maintain existing, or establish new, business relationships,
continued access to sources of funding, and may adversely impact our business and financial results.

Reputational risk, or the risk to our business, relationships, earnings and capital from negative publicity, is inherent
in our business. Any adverse internal or external event anywhere in the world may result in immediate, significant
damage to reputation due to speed and scope of internet communications and disproportionate media coverage,
which can magnify the risks.

Negative publicity can result from our actual or alleged conduct in any number of activities, including lending
practices, foreclosure practices, corporate governance, regulatory compliance, sharing or inadequate protection of
customer information, and actions taken by government regulators and community organizations in response to
that conduct. We distribute several third-party products, including Bancassurance etc. We also work in partnership
with third parties, including business correspondents in the financial inclusion businesses. 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.
Our Bank has established procedures and processes for conduct by our employees and agents. In this scenario,
any action by our employees/agents which may result in negative perception being built about our Bank, by our
customers, investors, counter-parties, regulator, etc., may result in significant damage to our reputation,
recognition and adversely impact our business operations and financial results.

Any negative public opinion about us and/ or the financial services industry generally and disproportionate
reaction on the same by media, customers, shareholders, investors or regulators, could adversely affect our ability
to maintain existing, or establish new, business relationships, continued access to sources of funding, and may
adversely impact our business and financial results.

46



We face maturity and interest rate mismatches between our assets and liabilities. Our depositors may not roll
over term deposits on maturity and we may be otherwise unable to increase our term deposits in which case
our liquidity position could be adversely affected and we may be required to pay higher interest rates in order
to attract and/or retain further deposits, which could have a material adverse effect on our business, financial
results and the price of the Equity Shares.

We meet our funding requirements through short and long term deposits from retail and large corporate depositors
as well as wholesale interbank deposits. Banks usually face a bucket-wise asset-liability mismatch where,
typically, the inflows do not match with the outflows in that particular bucket, based on residual maturity.
Matching the duration of our assets to our liabilities reduces our exposure to changes in interest rates.

If a substantial number of our depositors do not roll over their funds upon maturity, our liquidity position could
be adversely affected and we may be required to pay higher interest rates in order to attract and/or retain further
deposits, which could have a material adverse effect on our business, financial results and the price of the Equity
Shares.

In addition, interest-earning assets tend to re-price more quickly than interest-bearing liabilities. Increase in
interest rates applicable to our liabilities, in particular our inter-bank and other wholesale funding, without
concurrent corresponding increases in interest rates applicable to our interest-bearing assets, may result in a
decline in net interest income, which could materially and adversely affect our business and financial results.

The effects of India’s recent demonetisation decision are uncertain, which may adversely affect our business,
results of operations and financial condition.

Through notifications dated November 8, 2016 issued by the Ministry of Finance, Gol and the RBI, ¥500 and
%1,000 denominations of bank notes of the then existing series issued by the RBI ceased to be legal tender.
Pursuant to this currency demonetisation, these high denomination notes have no value and cannot be used for
transactions or exchange purposes with effect from November 9, 2016. The Gol and the RBI issued new series of
3500 and 2,000 banknotes in exchange for the discontinued banknotes. In an effort to monitor replacement of
demonetised notes, the Gol had specified restrictive limits for exchange and withdrawal of currency from ATMs
and bank accounts across India. While these restrictions in relation to the withdrawals from ATMs and bank
accounts have been lifted in the Q4 of Fiscal Year 2017 (January 30, 2017 for current accounts and March 13,
2017 for savings accounts), the impact of this move on the Indian economy and the banking sector are uncertain.

The demonetisation may result in reduction of purchasing power, alteration in consumption patterns, overall
cooling effect of the Indian economy, which may adversely affect our business. Considering the fact that up to
43.22% of our loan portfolio was backed by mortgages, as on March 31, 2017, any decline in the real estate prices,
may affect the quality of the underlying asset available with us. While the comprehensive and long-term impact
of this currency demonetisation measure cannot be ascertained at the moment, it is possible that there may be a
slowdown in the economic activities in India, at least in the short term, given the demonetisation impacts a
majority quantity of the cash currency in circulation. Such a slowdown can adversely affect the Indian economy,
impacting the financial performance of our borrowers, which in turn could affect our results of operations and
financial position.

Further, due to demonetisation, a large amount of cash in circulation in India is expected to be brought within the
purview of the formal banking system as people were required to tender the demonetised banknotes and credit the
value into their respective bank accounts by December 30, 2016. Since this may reduce the dependence of banks
in India on higher cost borrowings, the banks are likely to experience decrease in marginal cost of funds based
lending rate, which in turn is likely to result in the fall in the interest rates. As a result, we may face increased
competition from other banks and other lending institutions. Increased competition may have an adverse effect on
our net interest margin and other income and if we are unable to compete successfully, our profitability may
decline. The move could also result in increase in compliance costs for banking companies and higher incidents
of fraud. Any one or more of these events, if and when they transpire, could have a material effect on our business,
results of operations, financial conditions as well as on our reputation.

A substantial portion of our loans have a tenor exceeding one year, which may expose us to risks associated
with economic cycles.

As of March 31, 2017, loans with a tenor exceeding one year based on RBI’s asset-liability management

47



guidelines constituted 78.28% of our total loans. The tenor of such loans may expose us to risks arising out of
economic cycles such as rising default levels, reduction in the value of collateral and asset-liability mismatch,
any of which could adversely impact our results of operations.

If we are not able to effectively manage increases in our asset portfolio, our NPA levels arising from our
growth, RBI-mandated provisioning requirements or restructured advances, the quality of our loan portfolio
and other assets may decrease and our business and financial performance could be adversely affected.

Our gross NPAs were ¥254.20 crore, ¥197.38 crore and ¥186.07 crore, respectively as of March 31, 2017, March
31, 2016 and March 31, 2015, whereas the net NPAs were ¥124.41 crore, ¥97.46 crore and ¥105.70 crore, for the
same periods. Our gross NPA ratio was 1.59%, 1.51% and 1.76%, respectively as of March 31, 2017, March 31,
2016 and March 31, 2015, while our Net NPA ratio was 0.79%, 0.75% and 1.01%, respectively, as of the same
dates. While we had provisioning coverage ratio of 73.80%, 77.55% and 74.66%, with respect to of our NPAs
(including technical write-offs) as of March 31, 2017, March 31, 2016 and as of March 31, 2015, respectively, we
may need to make further provisions if recoveries with respect to such NPAs do not materialise in time or at all.
We have a larger exposure to small businesses, retail customers and priority sectors relative to some of our
competitors, which may result in increased lending to customers that do not already have an established credit
history with us and may thereby 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, social infrastructure, renewable
energy; housing and economic difficulties may affect borrowers in priority sectors more severely. Economic
downturns experienced in priority sectors could further increase our level of NPAs.

Any increase in NPAs will reduce the net interest-earning asset base and increase provisioning requirements,
thereby adversely affecting our financial condition and results of operations. Our ability to continue to reduce or
contain the level of our gross and net NPA ratios may be affected by a number of factors beyond our control, such
as increased competition, depressed economic conditions, including with respect to specific industries to which
we are exposed, decreases in agricultural production, decline in commodity prices, adverse fluctuations in interest
and exchange rates, adverse changes in Indian policies, laws or regulations, a continuing slowdown in the growth
of Indian or global economies due to a financial crisis or a relapse of a global credit crisis or other adverse
macroeconomic trends in India and other parts of the world. In addition, there can be no assurance that reductions
in NPAs over prior periods will continue in the future or that current levels of restructured loans may not increase
in the future.

Our total gross standard restructured advances were ¥59.82 crore, I44.92 crore and ¥70.25 crore as of March 31,
2017, 2016 and 2015, 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 as per regulatory requirements and certain assets classified as restructured may be classified as
delinquent. Any resulting increase in delinquency levels may adversely impact our business, financial condition
and results of operations.

The RBI has also issued guidelines to facilitate the resolution of large stressed accounts in June 2016 through the
Scheme for Sustainable Structuring of Stressed Assets (“S4A”). Its objective is to segregate the sustainable debt
of the borrower to improve viability and resolve the remaining portion of the debt through conversion into equity
redeemable cumulative optionally convertible preference shares. This may result in classification of our certain
accounts as S4A thus increasing our provisioning requirement and could adversely impact our profitability.

There can be no assurance that the amount of non-performing assets that we will be able to recover will be similar
to our past experience of recoveries of non-performing assets. If we are not able to adequately control or reduce
the level of non-performing assets, or if the RBI continues to impose increasingly stringent requirements, 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.

Our ability to withstand a major default in our loan book remains low due to our relatively small capital
position. If we are unable to plan for or reduce our exposure to large customers relative to our balance sheet
size, or if we experience a major default, our financial condition and results of operations could be materially
and adversely affected.
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Compared to many of our competitors, our capital position is relatively small, which may render us less likely
than our competitors to withstand a major default in our loan portfolio. We have in the past had major defaults
where large accounts have turned delinquent and we were required to make large provisions, thereby having a
significant impact on our profitability. Further, our current loan loss reserves may not be adequate to cover actual
losses. If we are unable to plan for or reduce our exposure to large customers relative to our balance sheet size,
or if we experience a major default, our financial condition and results of operations could be materially and
adversely affected.

A portion of our advances is unsecured. In case we are unable to recover such advances in a timely manner
or at all, it may adversely affect our business, financial condition and results of operations. Part of our
investment portfolio is exposed to risks relating to mark-to-market valuation.

As of March 31, 2017, March 31, 2016 and March 31, 2015, 3.74% (i.e. ¥591.55 crore), 3.64% (i.e. I469.76 crore)
and 4.40% (i.e. ¥460.21 crore), respectively, of our net advances were unsecured. While our Bank continuously
monitors portfolio concentrations by segment, ratings, borrower, group, sensitive sectors, unsecured exposures,
industry, geography, etc. and have been selective in our lending policies and strive to satisfy ourselves with the
credit worthiness and repayment capacities of our customers, there can be no assurance that we will be able to
recover the interest and the principal advanced by us in a timely manner or at all. Any failure to recover the
unsecured advances given to our customers would expose us to a potential loss which could adversely affect our
business, financial condition and results of operations.

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 standard restructured advances. Our total standard restructured advances amount to
%59.82 crore or 0.37% of gross advances, as of March 31, 2017, I44.92 crore, or 0.34% of gross advances, as of
March 31, 2016 and ¥70.25 crore, or 0.67% of gross advances, as of March 31, 2015.

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 as per regulatory
requirements and certain assets classified as restructured may be classified as delinquent.

In November 2012, RBI increased the general provisioning on restructured standard accounts from 2.00% to
2.75%. RBI, through a notification issued on January 31, 2013, has mandated banks to disclose further details on
accounts restructured in their annual reports. This includes disclosing accounts restructured on a cumulative basis
excluding the standard restructured accounts which cease to attract higher provision and/or higher risk weight, the
provisions made on restructured accounts under various categories and details of movement of restructured
accounts.

Further, in July 2015, the RBI issued the prudential norms on income recognition, asset classification and
provisioning pertaining to advances. The guidelines essentially deal with the norms/conditions, the fulfilment of
which is required to maintain the category of the restructured account as a “standard asset”. A standard asset can
be restructured by rescheduling principal repayments and/or the interest element, subject to compliance with
certain conditions, but must be separately disclosed as a restructured asset. This implies that a standard account
would immediately be classified as a substandard account upon restructuring. The general provision required on
restructured standard accounts was increased to 3.50% from March 31, 2014, and further to 4.25% from March
31, 2015 and 5.00% from March 31, 2016. The prudential norms also prescribe measures with respect to the terms
of restructuring that may be approved for borrowers.

The RBI has also issued guidelines to facilitate the resolution of large stressed accounts in June 2016 through the
Scheme for Sustainable Structuring of Stressed Assets (“S4A”). Its objective is to segregate the sustainable debt
of the borrower to improve viability and resolve the remaining portion of the debt through conversion into equity
redeemable cumulative optionally convertible preference shares. This may result in classification of our certain
accounts as S4A thus increasing our provisioning requirement and could adversely impact our profitability.

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.
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We may have limited access to credit and other financial information on borrowers as compared to banks in
other economies, which may decrease the accuracy of our assessments of credit risks and thereby increase the
likelihood of borrower defaults.

Our principal activity is providing financing to borrowers, almost all of whom are based in India. The credit risk
of our borrowers, including small and middle market companies, may be higher than in other economies due to
the higher uncertainty in our regulatory, political and economic environment and the inability of our borrowers to
adapt to global technological advances. Our corporate borrowers may suffer from low profitability because of
increased competition as a result of economic liberalisation policies, a sharp decline in commaodity prices, a high
debt burden and high interest rates in the Indian economy and other factors. In addition, India’s system for
gathering and publishing statistical information relating to the Indian economy generally or specific economic
sectors within it or corporate or financial information relating to companies or other economic enterprises is not
as comprehensive as those of several countries with established market economies. The absence of such reliable
and comprehensive statistical, corporate and financial information, including audited financial statements and
recognised debt rating reports, relating to our present and prospective corporate borrowers or other customers
makes the assessment of credit risk, including the valuation of collateral, more difficult.

Nationwide credit bureaus have become operational in India only recently, and it may be some time before
comprehensive credit information as to the credit history of our borrowers, especially individuals and small
businesses, is available to us. In many cases, we need to rely on the accuracy and completeness of information
furnished by or on behalf of customers and counterparties, including financial statements and financial
information. The difficulties associated with the inability to accurately assess the value of collateral and to enforce
rights in respect of collateral, along with the absence of such accurate statistical, corporate and financial
information, may decrease the accuracy of our assessments of credit risk, thereby increasing the likelihood of
borrower default on our loan and decreasing the likelihood that we would be able to enforce any security in respect
of such a loan or that the relevant collateral will have a value commensurate to such a loan.

Such difficulties in assessing credit risks associated with our day-to-day lending operations and risks associated
with the business environment in India may lead to an increase in the level of our non-performing and restructured
assets, which could materially and adversely affect our business, financial results, shareholders’ equity and the
price of the Equity Shares.

Non-compliance with RBI’s Risk Based Supervision model and RBI inspection/observations may have a
material adverse effect on our business, financial condition or results of operation

The RBI conducts periodic on-site/off-site inspections on all matters addressing our banking operations and
relating to, among other things, our Bank’s portfolio, risk management systems, credit concentration risk,
counterparty credit risk, internal controls, credit allocation and regulatory compliance. During the course of
finalising such inspection, the RBI inspection team shares its findings and recommendations with us and provides
us an opportunity to provide clarifications, additional information and, where necessary, justification for a
different position, if any, than that observed by the RBI. The RBI incorporates such findings in its final inspection
report and, upon final determination by the RBI of the inspection findings, we are required to take actions specified
therein by the RBI to its satisfaction, including, without limitation, requiring us to make provisions, impose
internal limits on lending to certain sectors and tighten controls and compliance measures and restricting our
lending and investment activities. Any significant deficiencies identified by the RBI that we are unable to rectify
to the RBI’s satisfaction could lead to penalties imposed by the RBI, as well as expose us to increased risks.
Starting Fiscal Year 2016, our Bank has been subjected to the Risk Based Supervision model which has been
implemented by the RBI across the banking industry in a phased manner. We may be required to comply with
additional requirements to improve various aspects of our operations. Any failure to meet regulatory requirements
could materially and adversely affect our reputation, business, financial condition, cash flows, results of
operations, pending applications or requests with the regulators and our ability to obtain the regulatory permits
and approvals required to expand our business.

We are currently not in compliance with the RBI’s guidelines on ownership in private sector banks.
As per the Reserve Bank of India (Ownership in Private Sector Banks) Directions, 2016 (“Directions on
Ownership”) dated May 12, 2016, the shareholding of the promoter/promoter group in a private sector bank

cannot be higher than 15.00% of its total paid-up share capital. As of March 31, 2017, the shareholding of the Aga
Khan Fund for Economic Development SA and Platinum Jubilee Investments Limited, members of our promoter
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and promoter group, was 16.19% of the total paid-up share capital of our Bank. For details of the current
shareholding of our Bank, see “Principal Shareholders” on page 171.

RBI, vide letters dated August 27, 2015, September 9, 2016 and January 30, 2017, has directed our Bank to reduce
the shareholding of the Promoter and Promoter Group to 15% of the total paid-up share capital of our Bank. Our
Bank has, vide a letter dated on February 6, 2017 responded to RBI and has sought an extension till December
31, 2017 to meet the requirement of the reduced shareholding of the promoter and promoter group.

While we await a response from the RBI, in this regard, there can be no guarantee that RBI will allow our Bank’s
request for an extension to comply with the shareholding requirements. Further, we have had correspondence with
the RBI in the past, in relation to reducing the shareholding of the Promoter/Promoter Group as per the previously
applicable guidelines and any further directives from the RBI under the Directions on Ownership, may have an
adverse effect on the market price of our Equity Shares. In addition, the RBI may require the aforementioned
reduction in shareholding as a prerequisite for any future RBI approvals related to our business activities. Any
failure to comply with the Directions on Ownership or RBI directives may adversely affect our business, financial
condition and results of operations.

Implementation of Basel 111 framework on liquidity standards would affect the net interest margin and
increase operating expenses during the transition period

RBI on June 9, 2014, released the final Basel 111 framework on liquidity standards, which includes guidelines on
liquidity coverage ratio (LCR), liquidity risk monitoring tools and LCR disclosure standards. LCR is the
proportion of high-quality liquid assets to the total net cash outflows through 30 calendar days. 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 LCR is being introduced in a phased
manner starting with a minimum requirement of 60% from January 1, 2015 and reaching minimum 100% on
January 1, 2019. Any failure to comply with these standards prescribed by RBI may adversely affect 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 RBI for domestic banks. Any inability to maintain adequate capital due to change in regulations or lack of
access to capital or otherwise could materially and adversely affect our results of operations and financial
condition.

We are subject to regulations relating to capital adequacy of banks, which determines the minimum amount of
capital we must hold as a percentage of the risk-weighted assets on our portfolio, or capital-to-risk asset ratio
(“CRAR?”). The RBI has issued guidelines on the implementation of the Basel 111 capital regulation framework
in India, and on July 1, 2014, the RBI issued a master circular on Basel 11l capital regulations, consolidating all
relevant guidelines on Basel III issued up to June 30, 2014 (together, the “Basel 111 Guidelines”). The Basel 111
Guidelines came into effect on April 1, 2013, and, subject to a series of transitional arrangements to be phased in
over a period of time, will be fully implemented by March 31, 2019.

The Basel 11 Guidelines require, among other things, higher levels of Tier I 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, changes in the structure of non-equity
instruments eligible for inclusion in Tier | capital and loss absorbency features for non-equity Tier | and Tier Il
capital. As of March 31, 2019, banks are required to maintain a common equity Tier | adequacy ratio of 5.5%,
minimum Tier | capital of 7.0%, minimum total capital of 9.0% and a capital conservation buffer of 2.5%.
However, the implementation of the capital conservation buffer commenced from March 31, 2016, with minimum
capital adequacy requirement increasing in phases by 0.625% every year till March 31, 2019. Thus, banks in India
should maintain a minimum capital adequacy ratio of 11.50% from March 31, 2019 under Basel I11 guidelines.

We are required by the RBI to maintain a minimum capital adequacy ratio of 9.625% (including capital
conservation buffer) in relation to our total risk weighted assets from March 31, 2016 and 10.25% from March
31, 2017. Due to increase of size of assets and accordingly the risk weighted assets, there is an impact on the
CRAR under the Basel 111 standards. Although we have been maintaining a CRAR under the Basel 111 standards,
which was 14.11% as of March 31, 2016 and 13.76% as of March 31, 2017 as compared to the regulatory
minimum requirement of 11.50%, there can be no assurance that we will be able to maintain our CRAR within
the regulatory requirements. Further, any adverse developments could affect our ability to continue to satisfy the
capital adequacy requirements, including deterioration in our asset quality, decline in the values of our investments
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or applicable risk weight for different asset classes. In case the CRAR falls below the regulatory minimum
requirement we may be constrained in further expanding our business.

With the implementation of the Basel Il guidelines, we may be required to improve the quality, quantity and
transparency of Tier | capital, which will now have to be predominantly equity shares. In addition, these changes
may result in the incurrence of substantial compliance and monitoring costs. Furthermore, with the
implementation of Basel 111 guidelines, our ability to support and grow our business could be limited by a declining
capital adequacy ratio, if we are unable to access or face difficulty in accessing the capital or have difficulty in
obtaining capital in any other manner.

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. These actions could materially and
adversely affect our reputation, results of operations and financial condition.

We are required to maintain cash reserve ratio (“CRR”) and statutory liquidity ratio (“SLR”) and any increase
in these requirements could materially and adversely affect our business, financial condition and results of
operations.

As aresult of the statutory reserve requirements stipulated by RBI, we may be more exposed structurally to interest
rate risk than banks in other countries. Under RBI regulations, we are subject to a CRR requirement under which
we are currently required to keep 4.00% of our net demand and time liabilities in current account with RBI. We
do not earn interest on cash reserves maintained with RBI. RBI may further increase the CRR requirement as a
monetary policy measure and has done so on numerous occasions. Increases in the CRR requirement could
materially and adversely affect our business, results of operations and financial condition.

In addition, under RBI regulations, our liabilities are subject to a SLR requirement, according to which 20.50%
of our demand and time liabilities need to be invested in Government securities, state government securities and
other securities approved by RBI from time to time. In our experience, these securities generally carry fixed
coupons. When the interest rate rises, the value of these fixed coupon securities depreciates. We cannot assure
you that investment in such securities will provide returns better than other market instruments. Further, any
increase in the CRR and the SLR requirements, would reduce the amount of cash available for lending, which
may materially and adversely affect our business, financial condition and results of operations.

Any materialisation of our significant contingent liabilities and our other off-balance sheet liabilities could
materially and adversely affect our business, financial conditions, results of operations and prospects.

As of March 31, 2017, we had total contingent liabilities of %2,629.74 crore, as shown below:

Sr. Contingent Liability Brief Description

No.

1. Claim against our Bank not  An amount of ¥44.78 crore is outstanding as at March 31, 2017, as
acknowledged as debts. claims against us are not acknowledged as debts, including ¥30.00

crore being in the nature of a contingent liability on account of
proceedings pending with income tax authorities.

2. Liability on account of We enter into foreign exchange contracts on our own account and on
outstanding forward behalf of our customers and currency options/swaps on a pure hedge
exchange and derivative basis. forward exchange contracts are commitments to buy or sell
contracts. foreign currency at a future date at the contracted rate

3. Guarantees given on behalf ~ Asa part of our commercial banking activity, we issue letters of credit
of constituents, acceptances, and guarantees on behalf of our customers.
endorsements and others.

4. Other items for which our These include liability on account of credit enhancement relating to
Bank is contingently liable.  the sale of mortgage loan portfolio undertaken by us.

Further, 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 us. 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. If any of these contingent liabilities materialise, fully or partially, our financial
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results could be materially and adversely affected. For further details, please refer to chapter titled “Financial
Statements”.

In line with our growth strategies, we are required to increase our employee base which may result in a
significant increase in our cost of operations and may affect our business, financial condition.

As of March 31, 2017, we had 4,979 employees. The employee additions were made to support our growth
strategies. The ratio of employee cost to operating income for the Fiscal Years ended March 31, 2017, March 31,
2016 and March 31, 2015 was 29.43%, 29.18% and 29.09%, respectively. Our planned growth, including any
expansion into newer cities and/or existing cities, will require us to continue to significantly increase our
employee headcount at various levels and invest in effective training programs. Such activities and investments
in our employees will require substantial management effort and attention as well as employee compensation
expense. If we are unable to manage our employee levels effectively, our operating expenses could increase
disproportionately, which could adversely affect our results of operations.

We may not be able to attract or retain talented professionals required for our business, which may adversely
affect our business and financial performance.

In the process of implementing our growth strategy, we have built a team of professionals with relevant
experience, including credit evaluation, risk management, treasury, technology and marketing. Prior to joining
us, the members of our senior management held key positions at leading Indian private sector and foreign banks.
Our future success is highly dependent on our senior management to maintain our strategic direction, manage our
current operations and risk profile and meet future business challenges.

As banking business is service oriented, our performance and success depends largely on our ability to nurture
and retain the continued service of our management team and skilled personnel. Our inability to attract or retain,
such persons could adversely affect our business and results of operations. 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. If one or more of these key personnel are unable
to continue in their present positions, we may not be able to replace them with persons of comparable skill and
expertise promptly or at all, and we may not be able to further augment our management team appropriately as
we add newer products and services and expand our business, either of which could have a material adverse effect
on our business, operations and financial results. As we continue to expand our business and introduce new
products including expanding our para-banking activities, experienced personnel are very critical to our business.

With the increase in competition for qualified personnel, we continue to face challenge to recruit a sufficient
number of suitably skilled personnel, particularly as we continue to grow. In the event, we are not able to attract
talented employees, or are unable to motivate and retain our existing employees, the future of our business and
operations may be affected.

Our business is dependent on relationships established through our branches with our clients. Closure of
branches or loss of our key branch personnel may lead to damage to these relationships and a decline in our
revenue and profits.

Our business is dependent on the key branch personnel who directly manage client relationships. We encourage
dedicated branch personnel to service specific clients since we believe that this leads to long-term client
relationships, a trust based business environment and over time, better cross-selling opportunities. While no single
branch manager or operating group of managers contributes a meaningful percentage to our business, our business
may suffer materially if a substantial number of branch managers either become ineffective or leave the
organisation.

Any adverse decisions in any of the legal and regulatory proceedings in which we are involved could adversely
affect our reputation and financial condition.

We are contesting certain legal proceedings in various courts, including certain civil cases that have been filed
against us and civil/criminal cases that have been filed against our current/former officers, in respect of actions
allegedly taken by us and/or our current/former officers during the ordinary course of our business.

Any adverse decision in any of these cases may adversely affect our reputation and financial condition. We cannot
assure investors that these legal proceedings will be decided in our favour. Such litigation could divert
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management time and attention, and consume financial resources in their defence 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. For
further details, please refer to the chapter titled “Legal Proceedings”.

In the past, penalties have been imposed against us by certain regulatory authorities in relation to certain non-
compliances.

Penalties have been levied against us in the past for non-compliance with the regulations applicable to us.

The Financial Intelligence Unit-India, Ministry of Finance, Government of India vide its Order dated August 7
2015 imposed a fine of %0.01 crore on our Bank on account of a failure to file the Suspicious Transaction
Report for an attempted suspicious transaction at the Preet Vihar, Delhi Branch of our Bank.

RBI vide their letter dated July 12, 2013 imposed a penalty of I1.00 crore on our Bank in terms of provisions
under Section 47 A(1)(c) read Section 46(4)(i) of the Banking Regulations Act, 1949 for non-compliance of RBI
instructions.

Pursuant to the press release dated April 26, 2011, we, along with 18 other commercial banks, were subjected to
a penalty by RBI. RBI vide its letter dated April 26, 2011 had directed our Bank to pay a penalty of %0.10 crore.
The penalty was imposed in terms of provisions under Section 47 A(1)(b) read with Section 46(4)(i) of the
Banking Regulations Act for contravention of statutory and regulatory guidelines in few derivative contracts
entered into by our Bank during Fiscal Year 2007 and Fiscal Year 2008, which was duly paid by our Bank.

On September 3, 2009, we received a show cause notice from SEBI alleging violations of various laws and
regulations. The matter was disposed of, without admission or denial of guilt on our part, by way of settlement
proceedings with SEBI on March 2, 2010 in recognition of our payment of 30.03 crore.

Such actions and any additional failure to meet other RBI or SEBI requirements could materially and adversely
affect our reputation, business, financial condition, results of operations, pending applications or requests with
RBI and our ability to obtain the regulatory permits and approvals required to expand our business. If similar
penalties are levied against us in the future, it could have an adverse effect on our business and results of
operations.

We have instances of negative operating cash flows in the past. If we continue to experience negative cash
flows in the future, our business, financial condition and results of operations could be adversely affected.

We had negative cash flows from operating activities in the Fiscal Year 2015. The table below summarises our
cash flows for Fiscals Years ended March 31, 2017, March 31, 2016 and March 31, 2015:

(Tin crore)

Particulars Fiscal Year 2017 Fiscal Year 2016 Fiscal Year 2015
Net Cash flow from / (used in) operating 239.79 219.61 (495.71)
activities
Net Cash flow from / (used in) investing (71.10) (40.86) (28.83)
activities
Net Cash flow from / (used in) financing 132.20 (6.35) 554.14
activities
Net increase / (decrease) in cash and 300.89 172.40 29.60

cash equivalents

In the event, we experience negative cash flow in the future, we may not be able to generate sufficient amount of
cash to finance our future growth of assets, which could have a material adverse effect on our business, financial
condition and results of operations. For further details, see “Financial Statements” on page 212.

Our business is highly dependent on our information technology systems, which require significant
expenditure for regular maintenance, upgrades and improvements. We could be adversely affected by
operational risks, including cyber-threats that may disrupt our businesses. Any breach of our information
technology systems or any failure of such systems to perform as expected could adversely affect our business,
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reputation and ability to service our customers.

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 in our retail banking, corporate banking, SME/MSME banking and treasury business units.
Our business is 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.

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. Any technical
failures associated with our information technology systems or network infrastructure, including those caused by
power failures and breaches in security caused by computer viruses and other unauthorised tampering, may cause
interruptions or delays in our ability to provide services to our customers on a timely basis or at all, and may also
result in costs for information retrieval and verification.

While we strive to adopt state of the art technology and processes, there can be no guarantee that operational
errors will not occur in the future. 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 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.

Corruption of certain information could also lead to errors when we provide services to our customers. Any failure
on the part of third party vendors under agreements with us to provide products and services, including software
that enables our operations, or to appropriately maintain such products and services under annual maintenance
contracts, may adversely affect our functioning and operations. In the event of failure on the part of these third-
party vendors, their liabilities towards us usually do not exceed a certain percentage of the total fee paid by us
and they will not be liable to us for any loss of profits or revenue or any consequential or indirect loss, which in
turn exposes us to higher risks in using these software and systems. In addition, we may be subject to liability as
the result of any theft or misuse of personal information stored on our systems or on the systems of our outsourcing
service providers. Any of these outcomes could adversely affect our business, our reputation and the quality of
our customer service.

Further, we offer internet banking and other services to our customers and the secure transmission of confidential
information is critical to our operations. Therefore, our networks and systems may be vulnerable to unauthorised
access and other security problems. We are directly and indirectly exposed to various cyber threats such as
phishing and trojans (targeting our customers, wherein 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 (wherein attackers seek to hack into our website with the primary intention of
causing reputational damage to us by disrupting services) and data theft (wherein cyber criminals may attempt to
intrude into our network with the intention of stealing our data or information). We cannot assure you that our
existing security measures will prevent unforeseeable security breaches, including break-ins and viruses, or other
disruptions such as those caused by defects in hardware or software and errors or misconduct of operators. Persons
who circumvent our security measures could use our clients’ confidential information wrongfully. There is also
the risk of our customers blaming us and terminating their accounts with us for a cyber incident that might have
occurred on their own system or with that of an unrelated third party. Any material security breach or other
disruptions could expose us to losses and regulatory actions and could harm our reputation.

The RBI, on June 2, 20186, issued a framework for cyber security for banks, prescribing measures to be adopted
by banks to address security risks including putting in place a cyber security policy and requiring banks to report
all unusual cyber-security incidents to the RBI. Any cyber security breach could also subject us to additional
regulatory scrutiny and expose us to civil litigation and related financial liability.

We need to regularly upgrade and improve our information technology systems, including our software, back-up
systems and disaster recovery operations, at substantial cost so that we remain competitive. Our success will also
depend, in part, on our ability to respond to new technological advances and emerging banking, capital market
and other financial services industry standards and practices on a cost-effective and timely basis. The development
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and implementation of such technology entails significant technical and business risks. The high cost to upgrade
and improve our information technology systems, whether to comply with changes in regulatory requirements, to
remain competitive or otherwise, could be prohibitive due to the relatively small size of our Bank. 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. Any failure to improve or upgrade our information
technology systems effectively or in a timely manner could materially and adversely affect our competitiveness,
financial condition and results of operations.

If our risk management policies and procedures do not adequately address unidentified or unanticipated risks,
our business could be adversely affected.

We have devoted significant resources to develop our risk management policies and procedures and aim to
continue to do so in the future. We have set up a Credit Risk Management Committee (CRMC) for credit risk,
Operations Risk Management Committee (ORCO) for operations risk and Asset Liability Committee (ALCO)
for market risk. These committees meet at least once a month to discuss the various risks and identify and
implement risk mitigation. The meetings of these committees are chaired by our MD & CEO/ CFO and the
members of these committees are Senior Management Executives relevant to the respective functional areas.

The Board has constituted a Risk Management Committee (RMC) consisting of non-executive directors who
oversee and guide the various risk management committees referred above. Despite this, our policies and
procedures to identify, monitor and manage risks may not be fully effective. Some of our risk management
systems are not automated and are subject to human error. Some of our methods of managing risk 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 indicated by historical measures.

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. Inability to develop and implement effective
risk management policies may adversely affect our business, prospects, financial condition and results of
operation.

Our ability to pay dividends in the future will depend upon our future earnings, financial condition, cash flows,
working capital requirements and capital expenditures. Any inability to declare dividend may adversely affect
the trading price of our Equity Shares.

Our Board of Directors in their meeting held on April 14, 2017, has recommended a dividend of ¥0.50 per Equity
Share out of the net profits of our Bank for the Fiscal Year ended March 31, 2017, which is subject to the approval
of our shareholders by way of a special resolution in their general meeting. We cannot assure you that our
shareholders shall approve the recommended dividend.

While we have a formal board approved dividend policy to govern our dividend pay-out, our future ability to pay
dividends and the amount of any such dividends, if declared, will depend upon a number of factors, including our
earnings, financial condition and capital requirements (as impacted by Basel 111), our compliance with regulatory
requirements, meeting the RBI mandated CRAR and net NPA parameters and our results of operations and
financial condition and other factors considered relevant by our Board of Directors and shareholders. We cannot
assure you that we will generate sufficient income to cover our operating expenses and shall be able to pay
dividends.

Further, dividends distributed by our Bank will attract dividend distribution tax and may be subject to other
requirements prescribed by the RBI. There is no assurance that we will declare and pay, or have the ability to
declare and pay, any dividends on Equity Shares in the future.

Foreign investment in the Equity Shares, and acquisitions or transfers of our Equity Shares resulting in an
aggregate holding of 5% or more are subject to limits specified by RBI. Further, in relation to our foreign
investment, we are required to comply with the various provisions of the Foreign Exchange Management Act,
1999 (“FEMA”).

Under Indian laws, the aggregate permissible foreign investment, including FDI and investment by Flls/FPIs and

NRIs in a private sector bank is limited to an aggregate of 49% of the paid-up capital under the automatic route.
Further, the aggregate FII/FP1 and NRI holding cannot exceed 24% and 10%, respectively, of the paid-up capital.
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However, with the approval of the board of directors and the shareholders by way of a special resolution, the
aggregate FII/FPI and NRI holding in a bank can be increased up to 49% and 24%, respectively.

Pursuant to Banking Regulation Act read with Prior Approval for acquisition of shares or voting rights in Private
Sector Banks: Directions, 2015 dated November 19, 2015, any acquisition or transfer of shares in a private bank
which will take the aggregate holding of an individual or a group to 5% or more of the paid-up capital of a bank
requires prior “approval” of the RBI.

The aggregate shareholding by FII/FPI in our Bank is restricted to 49% of our paid-up capital and individual
FII/FPI shareholding is restricted to 5%, of our paid-up capital, or such higher limit as the RBI may permit. As of
March 31, 2017, our aggregate foreign shareholding was 23.55% of our paid-up capital of which shareholding by
NRIs was 1.68% of our paid-up capital. For further details, see “Principal Shareholders” on page 171. The
aforementioned regulatory framework could adversely affect the liquidity, free transferability of the Equity Shares
and in turn have an adverse effect on the price of the Equity Shares.

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

We are dependent on various vendors for certain non-core elements of our operations including implementing IT
infrastructure and hardware, branch roll-outs, networking, managing our data centre and back-up support for
disaster recovery. We are exposed to the risk that external vendors or service providers may be unable to fulfil
their contractual obligations to us (or will be subject to the same risk of fraud or operational errors by their
respective employees) and to the risk that its (or its vendors') business continuity and data security systems proves
to be inadequate. Further, as part of our 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. 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.

The collateral or guarantees securing our loans may not be sufficient, and we may be unable to foreclose on,
or experience delays in enforcing, collateral when borrowers default on their obligations.

A substantial portion of our loans to retail and corporate customers is secured by tangible collateral, predominantly
real estate, vehicles, property and equipment financed by us. A portion of our loans to corporate customers is
secured by assets, including property, plant and equipment. Our loans to corporate customers also include working
capital credit facilities that are typically secured by a first lien or charge on inventory, receivables and other current
assets. In some cases, we may have taken further security of a first or second lien or charge on fixed assets, a
pledge of financial assets (such as marketable securities), corporate guarantees and personal guarantees. As of
March 31, 2017, March 31, 2016 and March 31, 2015, the ratio of secured to total funded lending by us was
96.26%, 96.36% and 95.60%, respectively and the ratio of our mortgage loans secured by property to total loan
as on that date was 43.22%, 43.29% and 42.60%, respectively.

The value of the collateral securing our loans, including particularly any property assets, may significantly
fluctuate or decline due to factors beyond our control, including those affecting the Indian economy in general.
For example, a slowdown in the Indian economy may lead to a downturn in the real estate markets, which in turn
could result in a decline in the value of the real estate properties securing our loans to levels below the outstanding
principal balances of such loans. Any decline in the value of such collateral may reduce the amounts we can
recover from such collateral and increase our impairment losses.

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, the Insolvency and Bankruptcy code, 2016, the Recovery of Debts
Due to Banks and Financial Institutions Act 1993, as amended, and the RBI’s corporate debt restructuring
mechanism 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 these
legislations will have a favourable impact on our efforts to reduce our levels of NPAs as the full effect of such
legislations are yet to be determined in practice and we may not be able to realise the full value of our collateral,
due to, among other things, delays in foreclosure proceedings, defects in the perfection of collateral, fraudulent
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transfers by borrowers and decreases in the values of collateral. Any failure to recover the expected value of
collateral would expose us to potential loss.

In addition, pursuant to RBI prudential guidelines on restructuring of advances by banks, we may not be allowed
to initiate recovery proceedings against a corporate borrower where the borrower’s aggregate total debt is 10
crore or more and 60.00% of the lenders by number and holding at least 75.00% or more of the borrower’s debt
by value decide to restructure their advances. In such a situation, we are restricted to a restructuring process only
as approved by the majority lenders. If we own 25.00% or less of the debt of a borrower, we could be forced to
agree to an extended restructuring of debt which may not be in our interests.

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

o defects or deficiencies in the perfection of collateral (including obtaining required approvals from third
parties);

o fraud by borrowers;

e depreciation in the value of the collateral, illiquid market for the disposal of and volatility in the market
prices of the collateral; and

e current legislative provisions or changes thereto and future judicial pronouncements.

Such difficulties in realising our collateral fully or at all, including if we are compelled to restructure our loans,
may have a material adverse effect on our business, financial condition, results and cash flow.

We may not be able to obtain, renew or maintain our statutory and regulatory permits and approvals required
to grow or operate our business on time or at all, and may be subject to penalties pursuant to inspection and
supervision by regulatory authorities including RBI and SEBI.

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 depository participant licence from SEBI for depository operations and an IRDA licence for
bancassurance, however our operations are subject to continuous review and the governing regulations may
undergo amendments. Failure to obtain, renew or maintain any required approvals, permits or licences may result
in the interruption of all or some of our operations and could materially and adversely affect our business and
financial results and results of operations.

Certain terms contained in our business agreements may be onerous and commercially restrictive.

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 payment of dividends. In addition, certain
of our loan agreements impose restrictive financial covenants. Violation of any of these covenants may amount
to events of default, which may result in breach of contract causing claims to be brought against us, termination
of the agreements, as well as prepayment obligations.

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

We are exposed to operational risk arising from inadequacy or failure of internal processes or systems or from
fraud. We are also 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. For details on past instances of material fraud, see “Legal Proceedings” on page 206.
Whilst we employ security systems, use encrypted password-based protections and firewalls and establish
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operational procedures to prevent break-ins, damages and failures, there can be no assurance that such measures
are adequate to prevent fraud, security breaches or the invasion or breach of the network by intruders and theft of
data. Our management information systems and internal control procedures are designed to monitor our operations
and overall compliance. However, they may not be able to identify non-compliance and/or suspicious transactions
in a timely manner or at all. As a result, we may suffer monetary losses, which may not be covered by our insurance
and may thereby adversely affect our profitability and results of operations. Our reputation could be adversely
affected by significant fraud committed by our employees, agents, customers or third parties.

We face intense competition from housing finance companies and other banks in the housing finance industry.
If we are unable to compete effectively, our business and financial results could be adversely affected.

Historically, the housing finance industry in India was dominated by housing finance companies (“HFCs”).
Interest rate deregulation and other liberalisation measures affecting the housing finance industry, together with
increased demand for home finance, have increased our ability to enter the housing finance market. The demand
for housing loans has also increased due to relatively lower and affordable interest rates, higher disposable
incomes and increased fiscal incentives for borrowers. Entering the housing finance market has various risks,
including, among others, regulatory risks, credit risk, the risk that we may not be able to effectively enforce on
our collateral and the risk that the competitive atmosphere may force us to offer customer-friendly terms. In
addition, our portfolio includes “under construction” loans, which exposes us to the risk that the project may not
be executed on time or at all. Our ability to compete effectively with HFCs and other commercial banks will
depend, to some extent, on our ability to raise low-cost funding in the future and our ability to manage unforeseen
circumstances. If we are unable to compete effectively with other participants in the housing finance industry, our
business, future financial performance and the trading price of the Equity Shares may be adversely affected.

We may breach third party intellectual property rights or be required to initiate claims against others infringing
our intellectual property rights.

We may become subject to claims by third parties, if we breach their 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 results in a finding that we have breached third
parties’ intellectual property rights, or any settlements concerning such claims, may divert management attention
and 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.

We do not own some of the trade names or trademarks that we use. We may be unable to adequately protect
our intellectual property.

We have applied for registration with the Trade Mark Registry but do not own some of the copyright, trademark,
trade name or other intellectual property right in or to our names or logos, including for certain classes of “DCB
Firstcash” and “Cippy” trade names or trademarks. We do not therefore enjoy the statutory protections accorded
to a registered trademark.

While we have applied for and have received registration for certain trademarks, including “DCB”, “DCB Bank”,
“DCB Bank Limited”, “Development Credit Bank Limited”, the DCB Logo, DCB Label and “DCB Payless” in
certain classes, there can be no assurance that we will be able to register additional trademarks and logos or that
third parties will not infringe on our intellectual property, causing damage to our business prospects, reputation
and goodwill.

We may need to litigate to protect our intellectual property or to defend against third party infringement. Any
such litigation could be time consuming and costly and the outcome cannot be guaranteed. We may not be able
to detect any unauthorised use or take appropriate and timely steps to enforce or protect our intellectual property.
Any inability to use or protect our intellectual property could affect our relationships with our customers, which
could materially and adversely affect our results of operation and financial condition.

Our measures to prevent money laundering may not be completely effective, which could adversely affect our
business and reputation.

In accordance with the requirements applicable to banks, we are mandated to comply with applicable AML and
KYC regulations in India. These laws and regulations require us, among other things, to adopt and enforce AML
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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 be used by
other parties in attempts to engage in money-laundering and other illegal or improper activities.

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 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 agencies to whom we report, including the FIU-IND. 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.

Our insurance coverage could prove inadequate to satisfy potential claims.

We do not carry insurance to cover all of the risks associated with our business, either because insurance coverage
is not available or prohibitively expensive. We have taken out insurance within a range of coverage consistent
with industry practice in India to cover certain risks associated with our business. We cannot assure you that our
current insurance policies will insure us fully against all risks and losses that may arise in the future. In addition,
even if such losses are insured, we may be required to pay a significant deductible on any claim for recovery of
such a loss, or the amount of the loss may exceed our coverage for the loss. In addition, our insurance policies are
subject to annual review, and we cannot assure you that we will be able to renew these policies on similar or
otherwise acceptable terms, if at all. If we were to incur a serious uninsured loss or a loss that significantly exceed
the limits of our insurance policies, it could have a material adverse effect on our business, results of operations
and financial condition.

Most of our branch premises are acquired on lease. Any termination of arrangements for lease of our branches
or our failure to renew the same in a favourable, timely manner, could adversely affect our business and results
of operations.

As on March 31, 2017, 237 of our 262 branches are on leased premises. Such lease agreements are generally for
a fixed tenure and we endeavour to renew the leases in time before their expiry. Our business, financial condition,
and operating results could be adversely affected if we are unable to negotiate favourable lease and renewal terms
for our existing branches. In case of non-renewal of leases for our existing branches, we will be forced to procure
alternative space for our existing branches. Although we procure space that satisfies the safety, operational and
financial criteria for our branches, we cannot assure you that we will be able to identify such space at commercially
reasonable terms or at all. Failure to identify such space can adversely affect our financial condition and results
of operation.

There can be no assurance that these leases will be renewed or extended or that new leases will be entered into for
similar periods in the future. In the event these leases are not renewed or new leases are not entered into at terms
acceptable to us or at all. Further, any breach of the terms and conditions of these lease agreements, could result
in the termination of the lease agreements and force us to establish operations at another location, which may
disrupt our operations temporarily.

We face intense competition from banks and financial institutions that are much larger than we are and have
an established presence all over India. 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 lines of our business, and
many of our competitors are much larger than we are. We compete directly with large government-controlled
public sector banks, major private sector banks, HFCs and NBFCs, many of which have much larger customer
and deposit bases, larger branch networks and more capital than we do.

The Government of India has also expressed a preference for consolidation in the banking sector in India and as
result, the State Bank of India, the largest public sector bank has merged all five of its associate banks with itself
resulting into the largest player in the Indian market. Such mergers amongst banks may result in enhanced
competitive strengths in pricing and delivery channels for merged entities. We may face greater competition from
larger banks as a result of such consolidation, which may adversely affect our future financial performance.
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The RBI has liberalised the licensing regime and intends to issue licenses on an on-going basis, subject to the
RBI’s qualification criteria. In April 2014, the RBI issued in-principle banking licenses to two non-banking
finance companies, IDFC Limited and Bandhan Financial Services Private Limited. These two new banks began
operations during fiscal year 2016. On August 19, 2015, the RBI granted in-principle approval to 11 applicants to
set up payment banks. In September 2015, the RBI granted in-principle licenses to 10 applicants for small finance
banks, most of which are microfinance non-banking finance companies. The RBI has also released guidelines
with respect to a continuous licensing policy for universal banks in August 2016.

We also compete with foreign banks with operations in India, including some of the largest multinational banks
and financial institutions in the world, and, for certain products, with non-banking financial institutions. 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 mobilisation and digitisation 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.

In addition, we may face attrition and difficulties in hiring at senior management and other levels due to
competition from existing Indian and foreign banks, as well as new banks entering the market. Due to intense
competition, we may not be able to successfully execute our growth strategy and offer competitive products and
services that generate reasonable returns, reduce our operating costs and retain our competitive advantage, which
could negatively impact our profit margins and materially and adversely affect our business and financial results.

We are exposed to fluctuations in foreign exchange rates, which could affect adversely our financial results.

As a financial intermediary, we are exposed to exchange rate risk. We comply with regulatory limits on our
unhedged foreign currency exposure. While we do not have any foreign currency borrowings as of March 31,
2017, any such borrowings by our Bank may result in a foreign currency risk with respect to 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 position limit that are exposed to foreign
currency rate fluctuations. Further, hedged exposures where the relevant counterparty fails to perform its
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. However, we are exposed to
fluctuations in foreign currency rates for our unhedged exposure adverse movements in foreign exchange rates
may impact our borrowers negatively which may in turn impact the quality of our exposure to these borrowers.
Volatility in foreign exchange rates could adversely affect our future financial performance and the market price
of the Equity Shares.

If more stringent labour laws become applicable to us or if our employees unionise, we may face labour
disruptions that could interfere with our operations. Any such disruption in future may have a material adverse
effect on our business, financial condition or results of operation

India has stringent labour legislation that protects employee interests, including legislation that prescribes detailed
procedures for dispute resolution, employee removal and imposes financial obligations on employers upon
retrenchment. If these labour laws become applicable to our employees, 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.
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As of March 31, 2017, we employed 4,979 employees. While we believe that we have a strong relationship with
our employees, in case our employees unionise, there can be no assurance that our Bank will continue to have
such a relationship in the future. If our employees were to unionise and such unions were to call for a work
stoppage or other similar action, we may be forced to suspend all or part of our operations until the dispute is
resolved, which exposes us to the risk of strikes and other industrial actions. Equally, it may become difficult for
us to discharge employees and we may be required to raise wage levels or grant other benefits. If any such work
stoppage or disruption was to occur, possibly for a significant period of time, our business, financial condition or
results of operation would be adversely affected.

External Risk Factors

There could be political, economic or other factors that are beyond our control but may have a material adverse
impact on our business and results of operations should they materialise.

The following external risks may have a material adverse impact on our business and results of operations should
any of them materialise:

o Political instability, a change in the Government or a change in the economic and deregulation policies could
adversely affect economic conditions in India in general and our business in particular;

e Aslowdown in economic growth in India could adversely affect our business and results of operations. The
growth of our business and our performance is linked to the performance of the overall Indian economy. We
are also impacted by consumer spending levels and businesses such as ours would be particularly affected
should Indian consumers in our target segment have reduced access to disposable income;

e Pursuant to the Gazette Notification No. 2652 dated November 8, 2016, the existing series of bank notes of
denomination of ¥500 and ¥1000 ceased to be legal tender with effect from November 9, 2016. This could
materially and adversely affect the financial markets which could impact our business.

o Civil unrest, acts of violence, terrorist attacks, regional conflicts or situations or war involving India or other
countries could materially and adversely affect the financial markets which could impact our business. Such
incidents could impact economic growth or create a perception that investment in Indian companies involves
a higher degree in risk which could reduce the value of our Equity Shares;

e Natural disasters in India may disrupt or adversely affect the Indian economy, the health of which our
business depends on;

¢ Any downgrading of India's sovereign rating by international credit rating agencies may negatively impact
our business and access to capital. In such event, our ability to grow our business and operate profitably
would be severely constrained;

e Instances of corruption in India have the potential to discourage investors and derail the growth prospects of
the Indian economy. Corruption creates economic and regulatory uncertainty and could have an adverse
effect on our business, profitability and results of operations; and

e The Indian economy has had sustained periods of high inflation. Should inflation continue to increase
sharply, our profitability and results of operations may be adversely impacted. High rates of inflation in India
could increase our employee costs, decrease the disposable income available to our customers and decrease
our operating margins, which could have an adverse effect on our profitability 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 (“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; directly or indirectly results in bid
rigging or collusive bidding, limits or controls the production, supply or distribution of goods and services; or
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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.

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 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.

Significant differences exist between Indian GAAP used throughout our financial information and other
accounting principles, such as U.S. GAAP or IFRS, with which investors may be more familiar.

Our financial statements are prepared in conformity with Indian GAAP, consistently applied during the periods
stated, except as provided in the related reports, and no attempt has been made to reconcile any of the information
given in this Preliminary Placement Document to any other principles or to base it on any other standards. Indian
GAAP differs from accounting principles and auditing standards with which prospective investors may be
familiar in other countries such as U.S. GAAP and IFRS. The degree to which financial information in this
Preliminary Placement Document will provide meaningful information depends on your familiarity with Indian
GAAP and the Companies Act and therefore, no undue reliance should be put by persons not familiar with Indian
GAAP on the financial disclosures presented in this Preliminary Placement Document.

Our failure to adapt to technological advancements that can potentially disrupt the banking industry could
affect the performance and features of our products and services and reduce our attractiveness to customers.

Any technological advancement in the way customers prefer to execute their banking services may change the
way banking has been perceived and carried out. Technological innovation such as mobile wallets, mobile
operator banking, payment banks, internet banking through smart phones, etc. could disrupt the banking industry
as a whole. There can be no assurance that we will be able to adapt our systems quickly and efficiently to such
changing environment. Even if we are able to maintain, upgrade or replace our existing systems or innovate or
customise and develop new technologies and systems, we may not be as quick or efficient as our competitors in
upgrading or replacing our systems. Our failure to adapt to such technological advancements quickly and
effectively could affect the performance and features of our products and services and could reduce our
attractiveness to existing and potential customers.

A decline in India’s foreign exchange reserves may affect liguidity and interest rates in the Indian economy,
which could have an adverse impact on our Bank. 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.

Our Bank is subject to risks relating to macroeconomic conditions in India. According to the RBI’s financial
stability report, December 2016, global recovery remains fragile amidst slowdown in trade, rising tendency
towards protectionism and slower growth in productivity. Global financial markets continue to face elevated levels
of uncertainty, notwithstanding the resilience exhibited in overcoming the outcomes of Brexit referendum and the
US presidential election. In India, macroeconomic conditions remain stable with significant moderation in
inflation. Moreover, reduced policy uncertainty and legislative and tax reforms such as implementation of goods
and services tax and enactment of bankruptcy laws are expected to reinforce the benefits from the strong macro
fundamentals and the withdrawal of legal tender status of specified bank notes could potentially transform the
Indian economy. While the overall risks to the corporate sector moderated in 2016-17, concerns remain over its
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recovery. Domestic debt and equity markets witnessed foreign portfolio investment outflows since October 2016
reflecting expectations of increase in the interest rates by the U.S. Federal Reserve.

On the domestic front, risks arising from erratic climatic conditions, limited policy space, corporate performance,
asset quality of financial institutions and low investment growth, could pose challenges. The risks to domestic
growth are accentuated by fiscal and external sector imbalances. It was also observed that funding strains coupled
with sovereign risks have led to fears of a precipitous deleveraging process that could hurt global financial market
and the economy in general, through asset sales and contractions in credit. While the direct impact of such
deleveraging is not expected to be significant on domestic credit availability in India, specialised types of
financing like structured long-term finance, project finance and trade finance could be impacted.

The RBI Financial Stability Report noted that among financial institutions, asset quality of public sector banks
(“PSBs”), scheduled urban co-operative banks and non-banking financial companies has deteriorated. The
banking stability indicator showed that risks to the banking sector remained elevated. Though the soundness of
banks reflected improved capital positioning, continuous deterioration in their asset quality, low profitability and
liquidity contributed to the high level of overall risk. The gross non-performing advances (“GNPAS”) ratio of
scheduled commercial banks (“SCBs”) increased to 9.1% in September 2016 from 7.8 % in March 2016, pushing
the overall stressed advances ratio to 12.3 % from 11.5 %. Large borrowers registered significant deterioration in
their asset quality, whereas the restructured standard advances ratio declined during the same period. The CRAR
of SCBs remains unchanged during the first half of Fiscal Year ending March 31, 2016 while PSBs continued to
record the lowest CRAR among banks.

We have little 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.

A deterioration of general economic conditions, including a slowdown in economic growth in India, could
have an adverse effect on our business.

Our performance is highly correlated to general economic conditions in India, which are in turn influenced by
global economic factors. Any event or trend resulting in a deterioration in whole or part of the Indian or global
economy may directly or indirectly affect our performance, including the quality and growth of our assets. Any
volatility in global commodity prices, in particular oil and steel prices, could adversely affect our borrowers and
contractual counterparties.

A significant change in economic liberalisation and deregulation policies in India could disrupt our business.

All, or substantially all, of our assets and customers are located in India. The Gol has traditionally exercised and
continues to exercise a dominant influence over many aspects of the economy. Its economic policies have had
and could continue to have a significant effect on the banking and financial sector, including on us, and on market
conditions and prices of Indian securities, including securities issued by us. Any significant shift in the
Government’s economic liberalisation policies could adversely affect business and economic conditions in India
and could also adversely affect our business and financial results and the trading price of the Equity Shares.

Financial instability in other countries could disrupt our business and cause the trading price of the Equity
Shares to decrease.

The Indian market and the Indian economy are influenced by economic and market conditions in other countries,
particularly emerging market countries in Asia. Financial turmoil in Asia, 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 Bank’s business, its 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 have experienced
increased rates of delinquency, foreclosure and loss. Since September 2008, liquidity and credit concerns and
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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.

Developments in the Eurozone have exacerbated the on-going 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 on-going 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”).
There is significant uncertainty at this stage as to 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 volatility in foreign exchange rate movements and the value of equity and debt
investments.

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 Bank’s business, financial condition and results of operations.

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, on March 15, 2017, the United States
Federal Reserve increased interest rates from 0.75% to 1.0%, the second such increase in three months, which
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 globalisation 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 stabilising effects. In the
event that the current adverse conditions in the global credit markets continue or if there are any significant
financial disruption, this could have an adverse effect on our Bank’s business, future financial performance and
the trading price of the Equity Shares.

Terrorist attacks, civil unrest and other acts of violence or war involving India and other countries could
adversely affect our business and the Indian financial markets.

India has from time to time experienced instances of civil unrest and terrorist attacks. These events could lead to
political or economic instability in India and may adversely affect the Indian economy, our business, and results
of operations, financial condition and the trading price of our Equity Shares. India has also experienced social
unrest and communal disturbances in some parts of the country. If such tensions occur in places where we operate
or in other parts of the country, leading to overall political and economic instability, it could adversely affect our
business, results of operations, financial condition and the trading price of our Equity Shares.

Any major hostilities involving India or other acts of violence, including civil unrest or similar events that are
beyond our control, could have a material adverse effect on India’s economy and our business and may adversely
affect the Indian stock markets where our Equity Shares will trade as well the global equity markets generally.
Such acts could negatively impact business sentiment as well as trade between countries, which could adversely
affect our Bank’s business and profitability. Our insurance policies for assets cover, among other things, terrorism,
fire and earthquakes. However, our insurance policies may not be adequate to cover the loss arising from these
events, which could adversely affect our results of operations and financial condition.

India has also witnessed civil disturbances in recent years and it is possible that future civil unrest as well as other
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adverse social, economic and political events in India could have an adverse impact on us. Regional or
international hostilities, terrorist attacks or other acts of violence of war could have a significant adverse impact
on international or Indian financial markets or economic conditions or on Government policy. Such incidents
could also create a greater perception that investment in Indian companies involves a higher degree of risk and
could have an adverse impact on our business and the price of the Equity Shares.

Natural disasters and other disruptions could adversely affect the Indian economy and could cause our
business and operations to suffer and the trading price of our Equity Shares to decrease.

Our operations, including our branch network, may be damaged or disrupted as a result of natural disasters such
as earthquakes, floods, heavy rainfall, epidemics, tsunamis and cyclones and other events such as protests, riots
and labour unrest. Such events may lead to the disruption of information systems and telecommunication services
for sustained periods. They also may make it difficult or impossible for employees to reach our business locations.
Damage or destruction that interrupts our provision of services could adversely affect our reputation, our
relationships with our customers, our senior management team’s ability to administer and supervise our business
or it may cause us to incur substantial additional expenditure to repair or replace damaged equipment or rebuild
parts of our branch network. We may also be liable to our customers for disruption in services resulting from such
damage or destruction. Our banker’s indemnity insurance coverage for such liability may not be sufficient. Any
of the above factors may adversely affect our business and financial results, the quality of our customer service
and the price of our Equity Shares.

Public companies in India, including us, will be required to prepare financial statements under Indian
Accounting Standards (“Ind-AS”). We have not determined with any degree of certainty the impact of such
adoption on our financial reporting.

Our financial statements for the Fiscal Years ended March 31, 2017, March 31, 2016 and March 31, 2015 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 the Indian accounting standards with
International Financial Reporting Standards. The Ministry of Corporate Affairs has confirmed the Ind-AS for
adoption.

The Ministry of Corporate Affairs, in its press release dated January 18, 2016, issued a roadmap for
implementation of Ind-AS converged with IFRS for scheduled commercial banks, insurers, insurance companies
and non-banking financial companies. This roadmap requires these institutions to prepare Ind-AS based financial
statements for the accounting periods beginning from April 1, 2018 onwards with comparatives for the periods
ending March 31, 2018. The RBI, by its circular dated February 11, 2016, requires all scheduled commercial
banks to comply with Ind-AS for financial statements for the periods stated above. The RBI does not permit banks
to adopt Ind-AS earlier than the above timeline and the guidelines also state that the RBI shall issue necessary
instruction, guidance, and clarification on the relevant aspects for implementation of the Ind-AS as and when
required.

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 realisable
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.
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Public companies in India, including us, will be required to prepare financial statements under Indian
Accounting Standards (“Ind-AS”). All income tax assessments in India will also be required to follow the
Income Computation Disclosure Standards. We have not determined with any degree of certainty the impact
of such transition on our financial reporting.

The Government has proposed two major reforms in Indian tax laws, namely the goods and service tax (“GST),
and provisions relating to the General Anti Avoidance Rules (“GAAR?”).

The GST is proposed to be implemented with effect from July 1, 2017 and would replace the indirect taxes on
goods and services such as central excise duty, service tax, central sales tax, state value added tax (“VAT”) and
surcharge currently being collected by the central and state governments. The GST is expected to increase tax
incidence and administrative compliance for Banks. For example, our Bank will have to claim credit for payments
made to our vendors in various states as against claiming credit from Gol. Further, in the event that any of our
vendors delay or fail to procure relevant registration from applicable State authorities, we may not be able to claim
credit for payments made in such states.

As regards GAAR, the provisions have been introduced in the Finance Act, 2012 to come into effect from April
1, 2017. The GAAR provisions intend to catch arrangements declared as “impermissible avoidance
arrangements”, which is any arrangement, the main purpose or one of the main purposes 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 benefit or a benefit under a tax treaty. As the taxation system is intended to undergo
significant overhaul, 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 and the
trading price of the Equity Shares.

Furthermore, the Government of India has issued a set of Income Computation and Disclosure Standards
(“ICDS”) that will be applied in computing taxable income and payment of income taxes thereon, effective from
April 1, 2015. ICDS apply to all taxpayers following an accrual system of accounting for the purpose of
computation of income under the heads of “Profits and gains of business/ profession” and “Income from other
sources”. This is the first time such specific standards have been issued for income taxes in India, and the impact
of the ICDS on our tax incidence is uncertain. Subsequent to various representations from tax payers seeking
guidance and clarifications for implementation of ICDS, the Ministry of Finance, deferred the implementation of
ICDS by one year to A.Y. 2017.

We may encounter difficulties in the ongoing process of implementing and enhancing our management
information systems under Ind AS reporting and the ICDS. There can be no assurance that the adoption of Ind AS
and the ICDS by our Bank will not adversely affect its results of operation or financial condition.

The impact of GST on SME/MSME sector may have a consequential impact on our business, financial results
and result of operations.

Our business lays a special focus on the SME and MSME sector. The banking advances to SME and MSME sector
as a percentage of our total net advances, for March 31, 2017, March 31, 2016 and March 31, 2015 accounted for
11.51%, 11.95% and 12.60% respectively. Since the Indian taxation system is about to undergo a paradigm shift
with the introduction of the GST, any impact on the SME and MSME sector, may in turn affect our business and
result of operations.

The GST has envisaged a reduction in the taxation threshold, with the entity supplying goods and services having
aggregate turnover exceeding %0.20 crore (in case of North Eastern states exceeding %0.10 crore) becoming liable
to pay GST. Aggregate turnover would be computed on an all-India basis and shall include all supplies including
exempted and non-taxable supplies. Import and inter-state supplies shall be taxable without any threshold limit.
This reduction in the taxation threshold from the current limits may impact the working capital of the SME and
MSME sector. Also, under the new regime, any processing activity carried out by a person on another person’s
goods shall be deemed to be a “service”. Accordingly, any job-worker who exceeds the prescribed threshold (in
terms of turnover) for exemption shall be required to register. Further, the concept of central registration has been
replaced with state registration, which translates to additional burden. Therefore, it is anticipated that the SME
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sector would have to meet additional compliances in terms of registration requirements and filing of returns,
thereby increasing the cost of compliance.

Under the GST Act, an enterprise can reduce the tax already paid on inputs at the time of paying tax on output;
which is commonly referred to as ‘input credit’. This entails periodical computation of every transaction with
every party that a single company does business with. This requires capturing details of every invoice for it to be
corroborated against how the corresponding party (supplier or buyer) recorded that same transaction. Also upon
registration, the cash flow is likely to be strained when there are reconciliation issues or on account of tax paid
which is awaiting input credit. Further in the case of supplies to end customers, since the GST levied on such
supplies would not be available as input credit to the end consumer, the same would increase the product cost in
the hands of the consumer, which may have an impact on overall demand. Consequently, this introduction of input
tax credit could have a negative impact on the SME/MSME sector.

With the introduction of GST, any major impact on the SME and MSME sector, may in turn have a material effect
on our business, results of operations and financial conditions.

Statistical, industry and external financial data in this Preliminary Placement Document may be incomplete
or unreliable.

We have not independently verified data obtained from industry publications and other sources referred to in this
Preliminary Placement Document 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. For further details, see “Industry Overview” on page
121.

Risk Factors Related to the Equity Shares

There is no guarantee that the Equity Shares issued pursuant to this Issue will be listed on the BSE and the
NSE in a timely manner, or at all.

In accordance with Indian law and practice, permission for listing and trading of the Equity Shares issued pursuant
to this Issue will not be granted until after the Equity Shares have been issued and allotted. Approval for listing
and trading will require all relevant documents authorising the issuing of Equity Shares to be submitted. There
could be a failure or delay in listing the Equity Shares on the BSE and the NSE. Any failure or delay in obtaining
the approval would restrict an investor’s ability to dispose of the Equity Shares.

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

The enforcement by investors in the Equity Shares of civil liabilities, including the ability to affect service of
process and to enforce judgments obtained in courts outside of India may be affected adversely by the fact that
we are incorporated under the laws of the Republic of India and almost all of our executive officers and directors
reside in India. Nearly all of our assets and the assets of our executive officers and directors are also located in
India. As a result, it may be difficult to enforce the service of process upon us and any of these persons outside
of India or to enforce outside of India, judgments obtained against us and these persons in courts outside of India.
For more information on the enforcement of civil liabilities in India, please refer to the chapter titled
“Enforcement of Civil Liabilities”.

Anti-takeover provisions under Indian law could prevent or deter an entity from acquiring us.
The Takeover Regulations contain 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 or would
otherwise be beneficial to the investor. For further information, see “Indian Securities Market” on page 194.
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An investor will not be able to sell any of the Equity Shares other than on a recognised Indian stock exchange
for a period of 12 months from the date of this Issue.

The Equity Shares are subject to restrictions on transfers. Pursuant to the SEBI ICDR Regulations, for a period
of 12 months from the date of the issue of the Equity Shares, QIBs subscribing to the Equity Shares may only sell
their Equity Shares on the Stock Exchanges and may not enter into any off-market trading in respect of these
Equity Shares. We cannot be certain that these restrictions will not have an impact on the price and liquidity of
the Equity Shares.

Since our Equity Shares are quoted in Indian rupees in India, foreign investors may be subject to potential
losses arising out of exchange rate risk on the Indian rupee and risks associated with the conversion of Indian
rupee proceeds into foreign currency.

Foreign investors are subject to currency fluctuation risk and convertibility risk since our Equity Shares are quoted
in Indian rupees on the Indian Stock Exchanges on which they are listed. Dividends on our Equity Shares will
also be paid in Indian rupees. Investors that seek to convert the Indian rupee proceeds of a sale of Equity Shares
into foreign currency and export the foreign currency will need to obtain approval of the RBI for each such
transaction. Holders of Indian rupees in India may also generally not purchase foreign currency without general
or special approval from RBI.

Future issuances or sales of the Equity Shares could significantly affect the trading price of the Equity Shares.

The future issuance of shares by us or the disposal of shares by any of our major shareholders, or the perception
that such issuance or sales may occur, may significantly affect the trading price of the Equity Shares. 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. Any gain realised on the sale of equity
shares held for more than 12 months to an Indian resident, which are sold other than on a recognised stock
exchange, or which are acquired post October 1, 2004, on which no Securities Transaction Tax (STT) has
been paid, shall be subject to capital gains tax in India.

Under current Indian tax laws and regulations, capital gains arising from the sale of shares in an Indian company
are generally taxable in India. Any gain realised on the sale of listed equity shares on a stock exchange held for
more than 12 months is not typically subjected to capital gains tax in India if the STT has been paid on the
transaction. The STT is be levied on and collected by a domestic stock exchange on which equity shares are sold.
Any gain realised on the sale of equity shares held for more than 12 months to an Indian resident, which are sold
other than on a recognised stock exchange and as result of which no STT has been paid, will be subject to capital
gains tax in India. Further, any gain realised on the sale of listed equity shares held for a period of 12 months or
less will be subject to capital gains tax in India. Additionally, with effect from April 1, 2017, the Finance Act,
2017 has amended the provisions of the Income Tax Act, 1961 in relation to transactions involving the acquisition
of equity shares post October 1, 2004, which were not subject to STT. Such transactions have now been kept
outside the purview of the capital gains tax exemption and shall be subject to applicable taxation.

Capital gains arising from the sale of the Equity Shares will be exempt from tax in India in cases where such
exemption is provided under the tax treaty between India and the country of which the seller is a resident.
Generally, Indian tax treaties do not limit India’s ability to impose tax on capital gains. As a result, residents of
certain countries may be liable for tax in India, as well as in their own jurisdictions on gain upon a sale of the
Equity Shares. For more information, see “Statement of Tax Benefits available to the Bank and its
Shareholders” on page 201.

Investor will not, without prior RBI approval, be able to acquire Equity Shares if such acquisition would result
in an individual or group holding 5.00% or more of our share capital or voting rights; you may not be able to
exercise voting rights in excess of 10.00% of the total voting rights.

The Banking Regulation Act, as amended on January 18, 2013, read with the Reserve Bank of India (Prior
Approvals for Acquisition of shares or voting rights in Private Sector Banks) Directions, 2015, 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
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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.

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, any acquisition of shareholding/voting rights of 5.00% or more of the paid-
up capital of our Bank or total voting rights of our Bank shall be subject to obtaining prior approval from the
Reserve Bank of India. 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. For
further details, see “Regulations and Policies” on page 149.

There are restrictions on daily movements in the price of the Equity Shares, which may adversely affect your
ability to sell, or the price at which you can sell, Equity Shares at a particular point in time.

We are subject to a daily “circuit breaker” imposed by all Stock Exchanges in India, which does not allow
transactions beyond specified increases or decreases in the price of the Equity Shares. This circuit breaker operates
independently of the index-based market-wide circuit breakers generally imposed by SEBI on Indian Stock
Exchanges. The percentage limit on our circuit breakers is set by the Stock Exchanges based on the historical
volatility in the price and trading volume of our Equity Shares.

The Stock Exchanges do not inform us of the percentage limit of the circuit breaker in effect from time to time,
and may change it without our knowledge. This circuit breaker limits the upward and downward movements in
the price of the Equity Shares. As a result of this circuit breaker, no assurance may be given regarding your ability
to sell your Equity Shares or the price at which you may be able to sell your Equity Shares at any particular time.
For further details, see “Indian Securities Market” on page 194.

Applicants to the Issue are not allowed to withdraw their Bids after the Bid/Issue Closing Date.

In terms of the SEBI ICDR Regulations, applicants in the Issue are not allowed to withdraw their Bids after the
Bid/lssue Closing Date. The Allotment of Equity Shares in this Issue and the credit of such Equity Shares to the
applicant’s demat account with its depository participant could take approximately seven days and up to 10 days
from the Bid/lssue Closing Date. There is no assurance, however, that material adverse changes in the international
or national monetary, financial, political or economic conditions or other events in the nature of force majeure,
material adverse changes in our business, results of operation or financial condition, or other events affecting the
applicant’s decision to invest in the Equity Shares, would not arise between the Bid/Issue Closing Date and the
date of Allotment of Equity Shares in the Issue. Occurrence of any such events after the Bid/Issue Closing Date
could also impact the market price of the Equity Shares. The applicants shall not have the right to withdraw their
Bids in the event of any such occurrence without the prior approval of SEBI. We may complete the Allotment of
the Equity Shares even if such events may limit the applicants’ ability to sell the Equity Shares after the Issue or
cause the trading price of the Equity Shares to decline.

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 BSE and the
NSE, 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.
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Certain approvals required for the listing of the Equity Shares to be issued pursuant to the Issue may not be
obtained in a timely manner or at all, in which event you may not be able to obtain ownership over any Equity
Shares allotted to you.

In accordance with applicable Indian laws and regulations and the requirements of the Stock Exchanges, in
principle and final approvals for the listing and trading of the Equity Shares to be issued pursuant to the Issue will
not be applied for by us or granted by the Stock Exchanges until after such Equity Shares have been issued and
allotted by us on the Closing Date. If there is a failure or a delay in obtaining such approvals, we may not be able
to credit Equity Shares allotted to you to your Depository Participant account or assure ownership of such Equity
Shares by you in any manner promptly after the Closing Date or at all. In any such event, your ownership over
Equity Shares allotted to you and your ability to dispose of any such Equity Shares may be restricted. For further
information on issue procedure, see “Issue Procedure” on page 174.
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MARKET PRICE INFORMATION

The Equity Shares have been listed and are available for trading on the BSE and the NSE. The stock market data
presented below pertains to BSE and NSE, respectively.

(i)

The following tables set forth the reported high, low and average market prices and the trading volumes of

the Equity Shares on the BSE and the NSE on the dates on which such high and low prices were recorded
for Fiscal Years ended March 31, 2017, March 31, 2016 and March 31, 2015:

BSE
Period Face High Date of Volumeon Total
value @ High date of  volume
® ® High  of Equity
(Number  shares
of Equity  traded
Shares on the
traded on  date of
the date of  High
High) ®in
crore)
2017 10 170.85 March 28, 2,03,342 3.48
2017
2016 10 147.15  July 13, 8,31,511 11.91
2015
2015 10 124.45 January 2, 2,61,064 3.26
2015

(Source: www.bseindia.com)
*Average of the daily closing price.

Low
()

®

80.1
69.75

59.65

Date of Volume on
Low

Equity
Shares
traded on
the date of
Low)
April 1, 1,21,246
2016
February 1,36,574
25, 2016
April 7, 48,591
2014

Total Average Total volume of Equity

date of Low volume of price for Shares traded in the
(Number of Equity

the period
shares period* Innumber ®in
tradedon ®) crore)
the on
date of
Low R in
crore)
0.97 115.15  5,83,83,855 691.41
0.96 106.30 6,90,29,837 734.16
0.29 91.25  6,72,19,637 627.84

(a) High of daily closing price. In case the price is the same on two dates then the date with the higher volume has been considered.
(b) Low of daily closing price. In case the price is the same on two dates then the date with the higher volume has been considered.

NSE
Period Face High Date of Volumeon Total
value @ High  date of High volume of
® ® (Number of Equity
Equity shares
Shares traded on
traded on the date of
the date of  High
High) ®in
crore)
2017 10 17115 March28, @ 24,92,825 42.70
2017
2016 = 10 @ 147.05 July 13, 57,34,839  82.16
2015
2015 10 | 12430 January2, @ 15,39,528 @ 19.19
2015

(Source: www.nse-india.com)
*Average of the daily closing price.

Low
(b)

®

79.95
69.60

59.75

Date of Volume on
Low

(Number of
Equity
Shares
traded on
the date of
Low)
April1l,  6,79,129
2016
February  4,31,365
25,2016
April 7, 8,00,783
2014

Total Average Total volume of Equity
date of Low volume of price for Shares traded in the
Equity the period
shares period* In number ®in
tradedon ) crore)
the on
date of
Low R in
crore)
5.42 115.24 | 39,54,56,586 ' 4,820.80
3.03 106.31 | 37,17,63,860  4,050.20
4.78 91.28 | 30,11,32,103 ' 2,808.58

(a) High of daily closing price. In case the price is the same on two dates then the date with the higher volume has been considered.
(b) Low of daily closing price. In case the price is the same on two dates then the date with the higher volume has been considered.

(if) The following tables set forth the reported high, low and average market prices and the trading volumes of
the Equity Shares on the BSE and NSE on the dates on which such high and low prices were recorded during
each of the last six months preceding the date of filing of this Preliminary Placement Document:
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BSE

Month Year High Date of Volume on Total volume Low Date of Volumeon Total Average Total volume of Equity
® High  date of High of Equity ® Low date of volume of price for Shares traded in the
(Number of shares Low Equity the period period
Equity Sharestraded on the (Number shares ® In number & in crore)
traded on the date of High of Equity traded on
date of High)  in crore) Shares  the on
traded on date of
the date of low ® in
Low) crore)
October | 131.85 October 30, 53,411 0.71 122.00 October 14, 1,78,825 @ 2.19 126.94 | 47,89,023  60.51
2016 2016 2016
November = 130.00 | November 87,664 1.14 101.20 November 928,742  9.74 115.19 85,48,029 101.18
2016 08, 2016 15, 2016
December = 109.10 | December 98,331 1.07 102.95 ' December = 50,102 0.52 106.86 18,04,858 19.30
2016 2,2016 26, 2016
January 2017 123.90 January 13, 5,73,528 7.06 109.50 January 2, 46,468 0.50 116.77 46,03,561 54.55
2017 2017
February | 15595 @ February = 5,37,835 8.39 122.45 February1, 2,80,609  3.39 139.26 58,57,222  83.46
2017 28, 2017 2017
March 2017 170.85 | March 28,  2,03,342 3.48 15260 March2, 3,22,297 = 5.00 162.46 58,78,759  96.11
2017 2017
(Source: www.bseindia.com)
NSE
Month High Date of  Volumeon Total Low Date of Volumeon Total Average Total volume of Equity
Year ® High date of volumeof ®) Low date of  volume price for Shares traded in the
High Equity Low  of Equitythe period period
(Number of shares (Number of shares ® Innumber  ®in
Equity traded on Equity traded crore)
Shares  the date Shares ontheon
traded on of High traded on date of
thedateof [®in the date of low Rin
High) crore) Low) crore)
October 132.00 October 4,31,294 5.70 122.10 = October 14,22,049 1741 @ 127.00 @ 2,84,71,979 @ 361.26
2016 30, 2016 14, 2016
November 130.00 | November = 11,91,8900 1548 @ 101.35 November 57,49,742 @ 60.32 | 11529 @ 4,18,77,629 @ 483.13
2016 08, 2016 15, 2016
December 109.30 | December 6,53,166 7.11 | 103.10 December 4,20,833 4.36 106.99 = 1,59,563,541 | 170.77
2016 2,2016 26, 2016
January 2017 = 123.90 January 42,06,199 = 51.78 | 109.40 January 2, 5,52,064 6.00 116.83 | 3,02,20,243 | 358.97
13, 2017 2017
February 156.00 February = 45,79,285 = 7131 12250 February1, 20,550,980 @ 2471 = 139.37 @ 5,61,28,014 800.56
2017 28, 2017 2017
March 2017 171.15  March 28, = 2492825 4270 | 152.80 March2, 2573550 @ 40.02 @ 16254 @ 5,93,11,200 964.11
2017 2017

(Source: www.nse-india.com)

Notes:

1. High, low and average prices are based on the daily closing prices.
2. In case of two days with the same closing price, the date with the higher volume has been considered.

(iif) The following table set forth the details of the number of Equity Shares traded and the volume of business
transacted on the BSE and the NSE, during the last six months preceding the date of filing of this Preliminary

Placement Document:

Period
BSE
October 2016 47,89,023
November 2016 85,48,029
December 2016 18,04,858
January 2017 46,03,561
February 2017 58,57,222
March 2017 58,78,759

(Source: www.bseindia.com and www.nse-india.com)

Number of Equity Shares Traded

NSE
2,84,71,979
4,18,77,629
1,59,53,541
3,02,20,243
5,61,28,014
5,93,11,200
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Volume of Business Transacted

(in¥ crore)
BSE NSE
60.51 361.26
101.18 483.13
19.30 170.77
54.55 358.97
83.46 800.56
96.11 964.11



(iv) The following table sets forth the market price on the BSE and NSE March 8, 2017, i.e., the first working

day following the approval of the Board of Directors for the Issue:

BSE NSE
Open High Low Close Number Turnover Open High Low Close
® ® ® R of Equity (inX ® ® ® ®)

Shares crore)
traded

Number  Turnover

of Equity (in¥
Shares crore)
traded

154.15 155.70 152.00 154.90 1,48,822 2.29 155.10 = 155.50 151.70 | 154.35

(Source: www.bseindia.com, www.nse-india.com)

Notes:

1.
2.

High, low and average prices are based on the daily closing prices.
In case of two days with the same closing price, the date with the higher volume has been considered.
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USE OF PROCEEDS

The total gross proceeds from the Issue will be approximately [ ] crore (“Gross Proceeds”). After deducting the
estimated Issue expenses (including fees and commissions) of approximately X[<] crore, the net proceeds of the
Issue (“Net Proceeds™), will be approximately Z[¢] crore.

Subject to compliance with applicable laws and regulations, we intend to apply the Net Proceeds primarily to
enhance capital to support growth and expansion, to increase our capacity to lend and general corporate purposes.

The Net Proceeds are not proposed to be utilised towards any specific project. Accordingly, the requirement to
disclose (i) break up of cost of the project, (ii) means of financing such project, and (iii) proposed deployment
status of the proceeds at each stage of the project, are not applicable.

In accordance with the policies approved by the Board and as permissible under applicable laws and government
policies, our management will have flexibility in deploying the Net Proceeds. Pending utilisation for the purposes
described above, we intend to temporarily invest funds in creditworthy instruments, including money market
Mutual Funds and deposits with banks and corporates. Such investments would be in accordance with the
investment policies as approved by the Board from time to time and all applicable laws and regulations.

Neither our Promoter nor our Directors are making any contribution either as part of the Issue or separately in
furtherance of the use of the proceeds.
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CAPITALISATION

The following table sets forth the capitalisation of our Bank as at March 31, 2017 and as adjusted to give effect to
the Issue. This table should be read in conjunction with the sections titled “Summary Financial Information”,
“Risk Factors”, “Management’s Discussion and Analysis of Financial Condition and Results of Operations”
and “Financial Statements” on pages 34, 37, 96 and 212, respectively.

(Tin crore)

Sr. Particulars Pre-1ssue As adjusted for the Issue**
No. As at March 31, 2017 Total
| Shareholders’ fund

Share capital 285.36" [*]

Employees Stock Options* 1.58 [*]

Reserves and Surplus 1,917.94# [*]

Total shareholders' fund 2,204.88 [*]
1 Indebtedness

Borrowings 1,275.81

Deposits 19,289.21

Total 20,565.02

*Grants outstanding net of deferred cost.

**Assuming full allotment of Equity Shares in the Issue and receipt of entire funds

#This figure excludes the subsequent allotment of 47,400 Equity Shares which were allotted pursuant to exercise of employee
stock options on April 13, 2017.
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DIVIDEND POLICY

The declaration and payment of dividends by our Bank is governed by the applicable provisions of the Companies
Act, 2013 and our Memorandum and Articles of Association. Under the Companies Act, 2013, the board of
directors of a company recommends the payment of dividend and the shareholders approve of the same at a general
meeting. Accordingly, declaration and payment of dividends will be recommended by our Board of Directors and
approved by our shareholders at their discretion. Our Board may also, from time to time, pay interim dividends.
The dividend payments to our shareholders shall be in a manner pursuant to Regulation 12 of the SEBI Listing
Regulations.

While our Bank has not paid any dividend in the previous three Fiscal Years ending March 31, 2017, March, 31,
2016 and March 31, 2015, our Board of Directors in their meeting held on April 14, 2017, recommended a
dividend of %0.50 per Equity Share out of the net profits of our Bank for the Fiscal Year ended March 31, 2017,
which is subject to the approval of the shareholders in their general meeting.

Any future declaration of dividend by our Bank shall be dependent on the revenue, cash flows, financial condition
(including capital position) and other relevant factors affecting our Bank. For a description of regulation of
dividends, see “Regulations and Policies - Declaration of dividend by banks” on page 157.

Our Bank has adopted a formal dividend policy, approved by our Board in its meeting held on January 14, 2017
whereby our Bank would generally take into account the following financial parameters while making a decision
in relation to payment of dividend: (i) the trend of profitability; (ii) future business plans; (iii) capital adequacy
projections; (iv) capital expenditure requirements; (v) cash flow positions; (vi) minimum liquidity; (vii) CRR &
SLR; and (viii) provisioning requirements, etc.

While recommending/declaring dividend, our Board shall also consider various factors such as: (i) global market
conditions especially for banking industry; (ii) consistency in earning profit in the past as well as possibility of
the same for future; (iii) changes in policies of government; (iv) future business plans; (v) market competition;
(vi) dividend history; (vii) legal aspects; and (viii) tax payable on dividend etc.

For a summary of some of the restrictions that may materially inhibit our ability to declare or pay dividends, see
“Risk Factors — Our ability to pay dividends in the future will depend upon our future earnings, financial
condition, cash flows, working capital requirements and capital expenditures. Any inability to declare dividend
may adversely affect the trading price of our Equity Shares” on page 56.
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CAPITAL STRUCTURE

The Equity Share capital of our Bank as at the date of this Preliminary Placement Document is set forth below:

Aggregate nominal
value (in¥ crore)
Authorised Share Capital

500,000,000 Equity Shares of 10 each 500.00
Total Authorised Share Capital 500.00
Issued, subscribed and paid-up share capital prior to the Issue

28,54,11,753 Equity Shares of ¥10 each 285.41
Total issued, subscribed and paid-up share capital prior to the Issue 285.41

Present Issue being offered to the QIBs

Up to [+] Equity Shares at a premium of ¥[¢] []
Paid-up share capital after the Issue

[*] Equity Shares of 10 each [*]
Securities premium account

Securities premium account prior to the Issue 997.68
Securities premium account after the Issue [*]

As at March 31, 2017, our Promoter and Promoter Group, held 16.19% of the pre-Issue share capital of our Bank.
We presently comply with the provisions relating to minimum public shareholding as required under the SEBI
Listing Regulations.

The Issue has been authorised by the Board vide a resolution passed in its meeting held on March 7, 2017 and by
the shareholders of our Bank pursuant to a special resolution vide postal ballot, dated April 17, 2017.

Equity Share Capital History of our Bank

The history of the Equity Share capital of our Bank as on the date of this Preliminary Placement Document is
provided in the following table:

Date of Allotment  Number of Equity Face value ) Issue price ) Nature of
Shares consideration

May 31, 1995 73,34,100* 10 10.00 Other than cash*
November 9, 1995 1,848,000 10 40.00 Cash
November 9, 1995 1,500,000 10 40.00 Cash
December 30, 1995 3,148,800 10 40.00 Cash
December 30, 1995 217,600 10 40.00 Cash
January 1, 1996 2,250,000 10 40.00 Cash
April 18, 1996 21,600 10 40.00 Cash
June 7, 1996 12,200 10 40.00 Cash
June 20, 1996 5,000 10 40.00 Cash
July 18, 1996 12,800 10 40.00 Cash
August 23, 1996 1,600 10 40.00 Cash
September 12, 1,800 10 40.00 Cash
1996

September 28, 200 10 40.00 Cash
1996

November 14, 1996 1,200 10 40.00 Cash
December 30, 1996 200 10 40.00 Cash
March 6, 1997 1,000 10 40.00 Cash
June 13, 1997 200 10 40.00 Cash
July 17, 1997 200 10 40.00 Cash
October 16, 1997 200 10 40.00 Cash
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Date of Allotment

November 13, 1997
December 11, 1997
March 12, 1998
May 27, 1999
January 14, 2000
February 23, 2001
December 19, 2002
February 12, 2004
March 11, 2004
March 25, 2004
June 3, 2004
March 31, 2005
February 17, 2006
October 19, 2006
August 30, 2007
June 19, 2009

July 17, 2009
October 12, 2009
November 18, 2009
February 25, 2010
May 18, 2010

August 17, 2010
September 6, 2010

October 15, 2010
December 27, 2010

February 2, 2011

March 24, 2011

May 4, 2011

June 14, 2011
July 7, 2011
August 18, 2011
September 28,

2011
November 3, 2011

November 22, 2011

March 6, 2012
March 15, 2012

Number of Equity
Shares

200

400

2,50,000

200

200

63,65,400

51,77,272

66,64,541

51,350

44,91,843

47,589

251,73,158

115,53,334

715,00,000

266,66,667

13,33,400

3,64,600

2,01,000

237,25,835

61,500

82,000

600

1,800

6,650

35,200

1,125

16,125

32,280

600

1,500

6,400

300

90

1,350

600

2,250

6,550

7,500

11,000

225

23,000

1,840

300

3,000

7,500
4,240
7,800
300
50,000
2,250
7,000
196,50,000
1,200
3,000
47,005

Face value )
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10
10
10
10
10
10
10
10
10
10
10
10
10
10
10
10
10
10
10
10
10
10
10
10
10
10
10
10
10
10
10
10
10
10
10
10
10
10
10
10
10
10
10
10

10
10
10
10
10
10
10
10
10
10
10

Issue price )

40.00
40.00
40.00
40.00
40.00
40.00
40.00
40.00
40.00
40.00
40.00
55.00
45.00
26.00
105.00
23.40
23.40
23.40
34.14
23.40
23.40
40.00
40.00
40.00
40.00
23.65
48.80
40.00
18.80
23.65
40.00
18.80
23.65
40.00
18.80
23.65
40.00
23.65
40.00
23.65
40.00
40.00
48.80
36.10

41.50
40.00
23.65
18.80
23.40
23.65
36.10
47.84
18.80
38.90
40.00

Nature of
consideration
Cash
Cash
Cash
Cash
Cash
Cash
Cash
Cash
Cash
Cash
Cash
Cash
Cash
Cash
Cash
Cash
Cash
Cash
Cash
Cash
Cash
Cash
Cash
Cash
Cash
Cash
Cash
Cash
Cash
Cash
Cash
Cash
Cash
Cash
Cash
Cash
Cash
Cash
Cash
Cash
Cash
Cash
Cash
Cash

Cash
Cash
Cash
Cash
Cash
Cash
Cash
Cash
Cash
Cash
Cash



Date of Allotment
March 28, 2012
March 30, 2012

April 12, 2012
June 1, 2012
October 11, 2012

December 19, 2012
January 4, 2013

January 15, 2013
March 6, 2013
April 11, 2013

June 5, 2013

August 6, 2013

October 15, 2013
November 18, 2013

December 20, 2013

January 15, 2014

February 13, 2014

April 14, 2014

May 30, 2014

June 6, 2014

Number of Equity
Shares
206,41,388
150
1,500
14,650
4,375
2,000
3,000
37,500
3,000
93,00,000
3,000
675
1,400
37,500
900
50,390
1,500
900
3,000
1,000
1,500
25,000
25,000
40,000
2,000
10,525
15,000
15,500
10,250
1,500
8,000
6,000
6,000
3,750
7,000
6,750
2,250
4,500
1,050
8,000
2,750
6,700
150
1,000
4,000
5,000
400
30,000
4,000
600
5,000
45,000
18,000
500
8,050
2,000

Face value )

80

10
10
10
10
10
10
10
10
10
10
10
10
10
10
10
10
10
10
10
10
10
10
10
10
10
10
10
10
10
10
10
10
10
10
10
10
10
10
10
10
10
10
10
10
10
10
10
10
10
10
10
10
10
10
10
10

Issue price )

47.84
18.80
38.90
40.00
40.00
40.00
40.00
23.40
38.90
43.68
18.80
23.65
40.00
23.40
18