d% #w AR BANK OF MAHARASHTRA
T HRITT Head Office
AR, 1501, Rarsier, LOKMANGAL, 1501, SHIVAJINAGAR,
qo%. 5 PUNE-5

fadurs dare s Investor Services Department
SNTELE: 020 25511360 $-Wat / E-mail: compsec@mahabank.co.in / investor_services@mahabank.co.in
AX1/1SD/STEX/2018-19 Date: 03.09.2018

The Vice President,

Listing Department,

National Stock Exchange of India Ltd.,
Exchange Plaza,

Bandra Kurla Complex,

Bandra (East), Mumbai-400 051

The General Manager,
Department of Corporate Services,
BSE Ltd., :

P.J Towers,

Dalal Street, Fort,

Mumbai-400 001

Ref: BSE Scrip Code: 532525 NSE Scrip Code: MAHABANK-EQ

Dear Sir/ Madarﬁ,

Subject: Review of Ratings of Bank’s Bonds by Rating Agencies (i.e. CARE Ratings
Ltd and CRISIL Ltd).

. With reference to the captioned subject, Credit Rating Agenciés i.e. CARE Ratings Ltd and
CRISIL Ltd., has reviewed the ratings for the following Bonds borrowing & CoDs issued by the
Bank:

Amount Present Rating b
Series | Type ISIN No Outstanding 9 by
(Rs in crore)
. _ CARE CRISIL
i Perpetual Tier1 | INE457A09165 70.00 - A
v Upper Tier Il INE457A09157 100.00 - A
Vi Upper Tier Il INE457A09173 300.00 - A
IX Subordinate Tier Il | INE457A09140 130.00 - A+
X Subordinate Tier Il | INE457A09199 1000.00 - A+
I Basel lil Tier Il INE457A08035 500.00 A+ -
[ INFRA Bond Sr. | INE457A09207 1000.00 A+ -
Certificate of
Deposits N.A. - 1500.00 - Al+

Rating Rational is attached as per annexure.




We request you to consider the above information pursuant to the Regulation 30 of the SEBI
(Listing Obligations and Disclosure Requirements) Regulations, 2015.

Thanking you,

Yours faithfully,
For Bank of Maharashtra

(Chandrakant Bhagwat) :
Company Secretary & Compliance Officé:é\'
N
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Ratings
Amount 1 . .
Instrument (Rs. crore) Rating Rating Action
1000 CARE A+; Stable
Infrastructure Bonds” ’ (Single A Plus; Outlook: Reaffirmed
Stable)

Total amount rated 1,000
(Infrastructure Bonds) (Rs. One Thousand crore only)
] ] CARE A+; Stable
Tler Il Subordinated Bond 1,000 (Single A Plus; Outlook: Reaffirmed
Series (Basel Ill) Stable)
Total amount rated
(Tier 1l Subordinated Bond 1,000
Series (Basel Il)) (Rs. One Thousand crore only)
Tier Il Subordinated Bond 0.00 .
Series VIII (Reduced from 200.00 crore) - Withdrawn

i ) 0.00 .
Upper Tier Il Bond Series IV (Reduced from 200.00 crore) - Withdrawn

_ 0.00 ]
Perpetual Bond Series | (Reduced from 225.00 crore) - Withdrawn
Basel Il Compliant Tier | 0.00 .
Perpetual Bond Series | (Reduced from 1000.00 crore) B Withdrawn
Basel lll Compliant Tier | 0.00 .
Perpetual Bond Series Il (Reduced from 1000.00 crore) - Withdrawn
2000.00

Total (Rs. Two Thousand Crore Only)

AThe long-term infrastructure bonds are unsecured and would rank pari-passu along with other uninsured, unsecured
creditors. These bonds are senior to the subordinated bonds of the bank.

RBI vide its circular dated July 15, 2014, has allowed banks to raise these bonds to finance their long-term loans to
infrastructure as well as affordable housing with minimum regulatory pre-emption such as CRR, SLR and priority sector
lending.

@BoM exercised the call options dated March 21, 2017 and March 30, 2017 for series Il and Series Il respectively and
fully redeemed the bonds In addition to this CARE has withdrawn Tier Il Subordinated bonds Series VIII of Rs.200 crore,
Upper Tier Il Bond Series IV of Rs.200 crore and Perpetual bonds (Basel 1) Series | of Rs.225 crore with immediate effect
as the bank has fully repaid the amounts under the said issue and there is no amount outstanding under the issue as on
date.

Complete definitions of the ratings assigned are available at www.careratings.com and in other CARE publications.

Detailed Rationale & Key Rating Drivers

The reaffirmation of the ratings assigned to various debt instruments of Bank of Maharashtra (BoM) takes into account
the majority ownership by the Government of India (Gol), supported by capital infusion of Rs 3173 crore by GOI during
Q3FY19 and Q4FY19 and satisfactory proportion of Current Account Saving Account (CASA) deposits.

However, the rating of the bank is constrained by the significant deterioration in the bank’s profitability during FY18
(refer to the period April 1 to March 31) and Q1FY19 (Refer to the period April 1 to June 30), sharp deterioration in the
asset quality resulting in weak earning profile coupled with lower income levels and geographical concentration of the
bank branches in the state of Maharashtra.

The continued ownership and support from the Gol and thereby maintaining capital adequacy, significant improvement
in the asset quality and profitability, are the key rating sensitivities.

1 | CARE Ratings Limited
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Detailed description of the key rating drivers

Majority ownership and capital support by Gol

The Gol has infused total additional capital of Rs.3173 crore in two tranches; Rs.650 crore on December29, 2017 and
Rs.2523 crore as on March 27, 2018. As a result of this capital infusion the total shareholding of GOI has increased
from 81.61% as on March 31, 2017 to 87.01% as on March 31, 2018. BoM will remain significantly dependent on the
Gol to meet regulatory capital ratios.

Moderate capitalization parameters among public sector banks

BoM reported capital adequacy ratio (CAR) of 11.00% (Tier | CAR: 9.01%) (under Basel ) as on

March 31, 2018 as compared to 11.18% (Tier | CAR: 9.01%) (under Basel Ill) as on March 31, 2017, with Common
Equity Tier | Capital (CET I) ratio of 8.97% as on March 31, 2018 as compared to 7.28% as on March 31, 2017. Bank has
also repaid Basel Il compliant Additional Tier | (AT1) bonds of Rs.1500 crore by exercising call option under regulatory
event (PCA) in March 2018 as per advice of Gol. The bank reported CAR of 10.14% (Tier | CAR: 8.85%) (under Basel )
as on June 30, 2018 with CET | of 8.03% as on June 30, 2018.

Considering the elevated provisioning requirements for the coming quarters and insufficient operating profits
parameters, sufficient amount of capital infusion from GOI is expected during FY19 in order to meet capital adequacy
provisions as per BASEL III.

Ability to raise the funds by March 31, 2019 and meet the regulatory requirements is a key rating monitorable.

Strong deposit base with growth in CASA deposit

The bank has an established deposit base with stable low cost Current Account Savings Account (CASA) deposits
proportion. The bank’s CASA deposits increased in absolute terms to Rs.66,345 crore as on March 31, 2018 from
Rs.62,419 crore as on March 31, 2017, registering a growth of 6.29% (y-o-y), resulting in proportion of CASA deposit of
47.74% as on March 31, 2018 as compared to 44.89% as on March 31, 2017. During Q1FY19 CASA Share (%) to total
deposit stood at 46.33% as compared to 44.09% during Q1FY18.

(Rs.crore)
Particulars As on
June 2017 March 2018 June 2018

Total Business 2,33,725 2,33,626 21,9458
Deposits 1,36,629 1,38,981 1,35,411
Of which CASA 60,235 66,345 62,737
CASA Share (%) of total deposit 44.09 47.74 46.33
Gross advances 97,096 94,645 84,047
Gross Investments 40,563 44,163 51,900
Liquidity profile

The bank’s liquidity profile remained comfortable as on March 31, 2018. The bank reported Liquidity Coverage Ratio
(LCR) of 216.96% as on March 31, 2018 (against a minimum requirement of 90%). However, The bank has negative
cumulative mismatch beyond 6 month period as roughly 40% of the deposits are getting matured within one year
bracket.

Profitability Parameters

Significant deterioration in profitability and higher provisioning resulting in continued net losses During FY18, the bank
reported a significant de-growth of 7.13% in total income to Rs.12,602 crore from Rs.13,570 crore during FY17.
Interest income reported a de- growth of 8.00% during FY18, while non- interest income remained flat at Rs.1506
crore during FY18.

Net Interest Income (NII) increased by ~7% during FY18 to Rs.3,389 crore as compared to Rs.3,175 crore during FY17.
The bank’s Net Interest Margin (NIM) during FY18 was seen higher at 2.16% as compared to 2.32% for FY17. The
bank’s Return on Total Assets (ROTA) was negative 0.73% for FY18 as compared to 0.86% for FY17. In addition to this
the bank reported a loss of Rs.1119 crore during Q1FY19. However, the bank reported PBT of negative 1163 crore as
compared to negative Rs.1494 crore during Q4FY18. Increase in losses was mainly on account of higher provisions and
slippages which further elevated on account of agricultural sector NPAs which increased from Rs.2094 crore in FY17 to
Rs.2490 crore in FY18.

2 | CARE Ratings Limited
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Deterioration in asset quality

During FY18, the bank saw increase in slippages with gross NPA increasing to Rs.18,433 crore as on March 31, 2018
from Rs.17,189 crore as on March 31, 2017. As a result the bank reported gross NPA ratio of 19.48% (P.Y.: 16.93%) as
on March 31, 2018 and Net NPA ratio of 11.24% (P.Y.: 11.76%) as on March 31, 2018. Net NPA to Net worth ratio
stood at 109.39% (P.Y.: 181.91%) as on March 31, 2018. The bank gross NPA stood at Rs.17,800 crore as on June 30,
2018 and reported the gross NPA ratio of 21.18% during the same period. Total gross stressed assets (std. restr. Assets
+ gross NPA + SR’s + SDR + 5/25 + S4A) as a percentage of gross advances was 21.14% (P.Y.: 19.39%) and total net
stressed assets as a percentage of total net worth was 15.44% (P.Y.:38.80%) as on March 31, 2018. The bank had
provision coverage of 58.71% for its non-performing loans as on March 31, 2018 which improved to 62.19% as on June
30, 2018. Furthermore the bank had exposures (fund based exposures and non-fund based outstanding) to borrowers
(excluding borrowers classified as non-performing or restructured) to NBFC, Infrastructure (Power, Telecom, Roads,
Ports) and promoter entities. These exposures aggregated to Rs.25,340 crore as on March 31, 2018 and Rs.19,184
crore as on June 30, 2018.

Industry outlook

During FY18, the asset quality of the banks continued to show deterioration in general and public sector banks (PSB) in
particular. During FY18, the stress on the asset quality of banks is expected to continue with the absolute amount of
NPA is expected to increase; however, the pace of incremental NPA would be lower. Due to deterioration in asset
quality, banks, especially public sector banks, saw sharp decline in profitability numbers due to interest income
reversal and enhanced provisioning requirements. During Q1FY19, the banks reported high amount of losses in line
with the FY18 performance. During FY19, the overall profitability is expected to see some improvement, although it
would continue to remain subdued / under pressure.

Though currently, the overall sector remains moderately capitalized, banks would continue to require further capital
infusion especially the public sector banks. While credit growth has been subdued, increase in provisioning has
impacted the capital adequacy of the banks.

Analytical approach: Standalone

Applicable Criteria

Criteria on assigning Outlook to Credit Ratings
Rating Methodology : Factoring Linkages in Rating
CARE's Policy on Default Recognition

CARE’s Rating Methodology for Banks

Rating framework for Basel Il instruments

About the Bank

Bank of Maharashtra was incorporated in the year 1935 and is headquartered in Pune (Maharashtra). The Government
of India (GOI) holds majority of stake [87.01% as on March 31, 2017] in the bank. The bank had a network of 1,846
branches and 1,864 ATMs as on March 31, 2018. Around 60% of the bank’s branches are in the state of Maharashtra.

Brief Financials (Rs. crore) FY17 (A) FY18 (A) Q1FY19

Total operating income 13,570 12,602 2,987
PAT (1,373) (1,146) (1119)
Interest coverage (times) 1.21 1.28 1.26
Total Assets (net of revaluation reserves) 158,118 1,55,199 149931
Net NPA (%) 11.76 11.24 12.20]
ROTA (%) (0.86) (0.73) (2.83)
A: Audited

Status of non-cooperation with previous CRA: Not applicable

Any other information: Not applicable

Rating History for last three years: Please refer Annexure-2

Note on complexity levels of the rated instrument: CARE has classified instruments rated by it on the basis of
complexity. This classification is available at www.careratings.com. Investors/market intermediaries/regulators or
others are welcome to write to care@careratings.com for any clarifications.
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Analyst contact:
Name: Ms Leena Marne

Tel: 020-4000 9019
Mobile: + 91 77380 03771
Email: leena.marne@careratings.com

**For detailed Rationale Report and subscription information, please contact us at
www.careratings.com

About CARE Ratings:

CARE Ratings commenced operations in April 1993 and over two decades, it has established itself as one of the leading
credit rating agencies in India. CARE is registered with the Securities and Exchange Board of India (SEBI) and also
recognized as an External Credit Assessment Institution (ECAI) by the Reserve Bank of India (RBI). CARE Ratings is
proud of its rightful place in the Indian capital market built around investor confidence. CARE Ratings provides the
entire spectrum of credit rating that helps the corporates to raise capital for their various requirements and assists the
investors to form an informed investment decision based on the credit risk and their own risk-return expectations. Our
rating and grading service offerings leverage our domain and analytical expertise backed by the methodologies
congruent with the international best practices.

Disclaimer

CARE’s ratings are opinions on credit quality and are not recommendations to sanction, renew, disburse or recall the
concerned bank facilities or to buy, sell or hold any security. CARE has based its ratings/outlooks on information
obtained from sources believed by it to be accurate and reliable. CARE does not, however, guarantee the accuracy,
adequacy or completeness of any information and is not responsible for any errors or omissions or for the results
obtained from the use of such information. Most entities whose bank facilities/instruments are rated by CARE have
paid a credit rating fee, based on the amount and type of bank facilities/instruments.

In case of partnership/proprietary concerns, the rating /outlook assigned by CARE is based on the capital deployed by
the partners/proprietor and the financial strength of the firm at present. The rating/outlook may undergo change in
case of withdrawal of capital or the unsecured loans brought in by the partners/proprietor in addition to the financial
performance and other relevant factors.

Annexure-1: Details of Instruments/Facilities

Name of the Date of Coupon Maturity Size of the Rating assigned
Instrument Issuance Rate Date Issue along with Rating
(Rs. crore) Outlook
Bonds-Perpetual Bonds July 31, 2007 10.65 July 2017 225.00 Withdrawn
Bonds-Upper Tier Il July 19, 2007 10.35 July 2017 200.00 Withdrawn
Bonds-Lower Tier Il January 15, 9.20 April 2018 200.00 Withdrawn
2008
Bonds-Infrastructure October 20, 9.40 October 2021 1000.00 CARE A+; Stable
Bonds 2014
Bonds-Tier | Bonds January 12, 9.48 March 2018 1000.00 Withdrawn
2015
Bonds-Tier Il Bonds June 01, 2016 9.20 September 2026 [1000.00 CARE A+; Stable
Bonds-Tier | Bonds June 12, 2015 9.48 March 2018 1000.00 Withdrawn
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Annexure-2: Rating History of last three years

Sr. Name of the Current Ratings Rating history
No. Instrum.e.n.t/ Bank |Type| Amount Rating | Date(s) & Date(s) & Date(s) & Date(s) &
Facilities Outstanding Rating(s) Rating(s) Rating(s) Rating(s)
(Rs. crore) assigned in| assigned in assigned in  |assigned in
2018-2019 2017-2018 2016-2017 2015-2016
1. |Bonds-Perpetual LT - - - 1)CARE A; Stable |1)CARE AA- (14-[1)CARE AA-
Bonds (05-Feb-18) Jul-16) (13-Oct-15)
2)CARE A;
Negative
(19-Jul-17)

2. |Bonds-Lower Tier Il LT - - - - 1)Withdrawn 1)CARE AA
(16-Aug-16) (13-Oct-15)
2)CARE AA
(14-Jul-16)

3. |Bonds-Upper Tier Il LT - - - - 1)Withdrawn 1)CARE AA-
(10-Nov-16) (13-Oct-15)
2)CARE AA- (14-

Jul-16)
4. |Bonds-Upper Tier Il LT - - - 1)Withdrawn 1)CARE AA- (14- [1)CARE AA-
(19-Jul-17) Jul-16) (13-Oct-15)
5. |Bonds-Upper Tier Il LT - - - 1)Withdrawn 1)CARE AA- (14- |1)CARE AA-
(19-Jul-17) Jul-16) (13-Oct-15)
6. [Bonds-Upper Tier Il LT - - - 1)CARE A; Stable |1)CARE AA- (14-|1)CARE AA-
(05-Feb-18) Jul-16) (13-Oct-15)
2)CARE A;
Negative
(19-Jul-17)
7. |Bonds-Lower Tier Il LT - - - 1)CARE A+; 1)CARE AA 1)CARE AA
Stable (14-Jul-16) (13-Oct-15)
(05-Feb-18)
2)CARE A+;
Negative
(19-Jul-17)
8. |Bonds-Infrastructure LT 1000.00 CARE - 1)CARE A+; 1)CARE AA 1)CARE AA
Bonds A+; Stable (14-Jul-16) (13-Oct-15)
Stable (05-Feb-18)
2)CARE A+;
Negative
(19-Jul-17)
9. |Bonds-Tier | Bonds LT - - - 1)CARE BBB+; 1)CARE A 1)CARE A+
Negative (10-Nov-16) (13-Oct-15)

CARE Ratings Limited
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(05-Feb-18) 2)CARE A+
2)CARE BBB+;  |(14-Jul-16)
Negative
(19-Jul-17)
10.|Bonds-Tier Il Bonds LT 1000.00 CARE 1)CARE A+; 1)CARE AA 1)CARE AA
A+; Stable (14-Jul-16) (12-Feb-16)
Stable (05-Feb-18)
2)CARE A+;
Negative
(19-Jul-17)
11.|Bonds-Tier | Bonds LT - - 1)CARE BBB+; |1)CAREA -
Negative (26-Dec-16)
(05-Feb-18) 2)CARE A
2)CARE BBB+;  |(10-Nov-16)
Negative
(19-Jul-17)

CARE Ratings Limited
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CONTACT
Head Office Mumbai

Ms. Meenal Sikchi
Cell: + 91 98190 09839
E-mail: meenal.sikchi@careratings.com

Ms. Rashmi Narvankar
Cell: + 91 99675 70636

E-mail: rashmi.narvankar@careratings.com

Mr. Ankur Sachdeva
Cell: + 91 98196 98985
E-mail: ankur.sachdeva@careratings.com

Mr. Saikat Roy
Cell: + 91 98209 98779

E-mail: saikat.roy@careratings.com

CARE Ratings Limited
(Formerly known as Credit Analysis & Research Ltd.)
Corporate Office: 4th Floor, Godrej Coliseum, Somaiya Hospital Road, Off Eastern Express Highway, Sion (East), Mumbai - 400 022

Tel: +91-22-6754 3456 | Fax: +91-22-6754 3457 | E-mail: care@careratings.com

AHMEDABAD

Mr. Deepak Prajapati

32, Titanium, Prahaladnagar Corporate Road,
Satellite, Ahmedabad - 380 015

Cell: +91-9099028864

Tel: +91-79-4026 5656

E-mail: deepak.prajapati@careratings.com

BENGALURU

Mr. V Pradeep Kumar

Unit No. 1101-1102, 11th Floor, Prestige Meridian II,
No. 30, M.G. Road, Bangalore - 560 001.

Cell: +91 98407 54521

Tel: +91-80-4115 0445, 4165 4529

Email: pradeep.kumar@careratings.com

CHANDIGARH

Mr. Anand Jha

SCF No. 54-55,

First Floor, Phase 11,

Sector 65, Mohali - 160062
Chandigarh

Cell: +91 85111-53511/99251-42264
Tel: +91- 0172-490-4000/01

Email: anand.jha@careratings.com

CHENNAI

Mr. V Pradeep Kumar

Unit No. 0-509/C, Spencer Plaza, 5th Floor,
No. 769, Anna Salai, Chennai - 600 002.
Cell: 491 98407 54521

Tel: +91-44-2849 7812 / 0811

Email: pradeep.kumar@careratings.com

COIMBATORE
Mr. V Pradeep Kumar
T-3, 3rd Floor, Manchester Square

Puliakulam Road, Coimbatore - 641 037.
Tel: +91-422-4332399 / 4502399
Email: pradeep.kumar@-careratings.com

HYDERABAD

Mr. Ramesh Bob

401, Ashoka Scintilla, 3-6-502, Himayat Nagar,
Hyderabad - 500 029.

Cell : + 91 90520 00521

Tel: +91-40-4010 2030

E-mail: ramesh.bob@careratings.com

JAIPUR

Mr. Nikhil Soni

304, Pashupati Akshat Heights, Plot No. D-91,
Madho Singh Road, Near Collectorate Circle,
Bani Park, Jaipur - 302 016.

Cell: 491 — 95490 33222

Tel: +91-141-402 0213 / 14

E-mail: nikhil.soni@careratings.com

KOLKATA

Ms. Priti Agarwal

3rd Floor, Prasad Chambers, (Shagun Mall Bldg.)
10A, Shakespeare Sarani, Kolkata - 700 071.
Cell: +91-98319 67110

Tel: +91-33- 4018 1600

E-mail: priti.agarwal @careratings.com

NEW DELHI

Ms. Swati Agrawal

13th Floor, E-1 Block, Videocon Tower,
Jhandewalan Extension, New Delhi - 110 055.
Cell: +91-98117 45677

Tel: +91-11-4533 3200

E-mail: swati.agrawal@careratings.com

PUNE

Mr.Pratim Banerjee

9th Floor, Pride Kumar Senate,

Plot No. 970, Bhamburda, Senapati Bapat Road,
Shivaji Nagar, Pune - 411 015.

Cell: +91-98361 07331

Tel: +91-20- 4000 9000

E-mail: pratim.banerjee@careratings.com
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9/3/2018 Rating Rationale

Ratings CRISIL

An S&P Global Company

Rating Rationale
August 31, 2018 | Mumbai

Bank of Maharashtra

Ratings Reaffirmed

Rating Action
Ic.:c:x:r Tier-ll Bonds (Under Basel Il) Aggregating to Rs.1130 CRISIL A+/Stable (Reaffirmed)
Rs.400 Crore Upper Tier-ll Bonds (Under Basel Il) CRISIL A/Stable (Reaffirmed)
Rs.70 Crore Perpetual Tier-l Bonds (Under Basel Il) CRISIL A/Stable (Reaffirmed)
Rs 200 Crore Lower Tier-ll Bonds (Under Basel Il) CRISIL A+/Stable (Withdrawn)
Rs.1000 Crore Tier-l Bonds (Under Basel lll) CRISIL BBB+/Negative (Withdrawn)
Rs.1500 Crore Certificate of Deposits CRISIL A1+ (Reaffirmed)

1 crore = 10 million
Refer to annexure for Details of Instruments & Bank Facilities

Detailed Rationale

CRISIL has withdrawn its 'CRISIL A+/Stable' rating on the Rs 200 crore Lower Tier-Il Bonds (Under Basel Il) and its 'CRISIL
BBB+/Negative' rating on the Rs 1,000 crore Tier-l Bonds (Under Basel Ill) of Bank of Maharashtra (BoM) as there was no outstanding
against these instruments. The withdrawal is in line with CRISIL's policy. The ratings on the Lower Tier-Il Bonds (under Basel Il), Tier-I
Perpetual Bonds and Upper Tier-1l Bonds (hybrid instruments; under Basel Il), and certificates of deposit programme have been reaffirmed
at 'CRISIL A+/Stable', 'CRISIL A/Stable', and 'CRISIL A1+', respectively.

The ratings continue to factor in the expectation of strong support from the majority owner, Government of India (Gol), and a comfortable
resource profile. These strengths are partially offset by stress on the asset quality, which has also impacted profitability, and high regional
concentration in operations.

Analytical Approach
For arriving at the ratings, CRISIL has considered the standalone business and financial risk profiles of BoM and has also factored in
expected strong support from the government, the majority shareholder.

Key Rating Drivers & Detailed Description

Strengths

* Strong expectation of support from the government

The ratings continue to factor in expectation of strong government support, both on an ongoing basis and in the event of distress. This is
because it is both the majority shareholder in public sector banks (PSBs) and the guardian of India's financial system. Stability of the
banking sector is of prime importance to the government, given the criticality of the sector to the economy, strong public perception of
sovereign backing for PSBs, and the severe implications of any PSB failure in terms of political fallout, systemic stability, and investor
confidence in public sector institutions. The majority ownership creates a moral obligation on Gol to support PSBs, including BoM. As part
of the Indradhanush framework, the government has pledged to infuse at least Rs 70,000 crore in PSBs during fiscals 2015-19, of which
Rs 25,000 crore each was infused in fiscals 2016 and 2017. Furthermore, in October 2017, the government had outlined a recapitalisation
package of Rs 2.11 lakh crore over fiscals 2018 and 2019, out of which PSBs would receive Rs 88,139 crore in fiscal 2018. BoM was
allocated Rs 3,173 crore out of this during fiscal 2018.

* Comfortable resource profile

The bank's comfortable resource profile is reflected in the large proportion of low-cost current account and savings account (CASA)
deposits, at 47.7% of total deposits as on March 31, 2018 (46.3% as on June 30, 2018). Furthermore, total retail deposits constituted
96.7% of total deposits as on March 31, 2018.

Weaknesses

* Weak asset quality

Asset quality has deteriorated sharply over the past few quarters, as reflected in the rise in the gross non-performing assets (NPAs) ratio to
21.18% as on June 30, 2018, from 19.48% as on March 31, 2018 (16.93% as on March 31, 2017), primarily due to slippages in the large
and medium corporate loan portfolios. Slippages to NPAs as a percentage of opening net advances was high at 10.15% (annualised) for
the quarter ended June 30, 2018, as against 6.0% in fiscal 2018 and was also from micro and small enterprise, and agriculture portfolios
besides that from large corporates. Absolute gross NPAs was Rs 17800 crore as on June 30, 2018( Rs 18433 crore as on March 31,
2018). Net NPA ratio was 12.20% as on June 30, 2018 (11.24% as on March 31, 2018). The ability of the bank to arrest slippages and
also affect recovery mainly in the corporate and MSME loan book will remain a key rating monitorable over the medium term.

* Weak earnings

The sharp deterioration in asset quality has significantly affected profitability of the bank as reflected in return on assets at a negative 2.8%
(annualised) for the quarter ended June 30, 2018, as against a negative 0.7% for fiscal 2018 (negative 0.9% for fiscal 2017). Pre-
provisioning profits as a proportion of average assets also decreased to 1.2% (annualised) for the quarter ended June 30, 2018, from 1.4%
for fiscal 2018. Additionally, provisioning cost increased to 4.2% for the quarter ended June 30, 2018 (annualised) against 3.5% for fiscal
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2018. The provision coverage ratio (excluding technical write-off), however, increased to 48.5% as on June 30, 2018, from 47.8% as on
March 31, 2018, and 34.7% as on March 31, 2017. Ability to improve operating profits and also contain credit costs will, therefore, remain
a key monitorable.

* High regional concentration in operations
Operations are concentrated in Maharashtra, which accounted for 71% of the business and 60% of the branches as on March 31, 2018.
While branches have been opened outside the state, concentration risk is likely to reduce only in the long term.

Outlook: Stable
CRISIL believes BoM will continue to benefit from strong government support, given the stated recapitalisation plan. However, asset quality
and earnings are expected to remain under pressure over the near to medium term.

Upside scenario:
Substantial and sustained improvement in asset quality and earnings

Downside scenario:
Sharper-than-expected deterioration in asset quality, resulting in further weakening of profitability and capitalisation metrics.

About the Bank

BoM is a medium-sized PSB, with assets of Rs 1,56,329 crore, and a network of 1846 branches and 1864 automated teller machines
(ATMs) as on March 31, 2018; 57% of its branches are in rural and semi-urban areas. With deposits of Rs 1,38,981 crore and advances of
Rs 94,645 crore, the bank had market shares of 1.2% and 1.1% of deposits and advances, respectively, in the banking system, as on
March 31, 2018. Tier I, and overall capital adequacy ratios stood at 9.00% and 11.00%, respectively, as on March 31, 2018 (8.07% and
10.14%, respectively, as on June 30, 2018).

Net loss was Rs 1,146 crore and net total income Rs 4,896 crore in fiscal 2018, against a net loss of Rs 1,373 crore and net total income of
Rs 4,683 crore in fiscal 2017. For the quarter ended June 30, 2018, the net loss was Rs 1,119 crore and net total income Rs 1,205 crore,
against Rs 412 crore and Rs 1,158 crore, respectively, for the corresponding period of the previous fiscal.

Key Financial Indicators

As on / for the period ended June 30 Unit 2018 2017
Total assets Rs crore 151045 153740
Total income Rs crore 2987 3210
Profit after tax Rs crore -1119 -412
Gross NPA % 21.18 18.59
Overall capital adequacy ratio % 10.14 11.08
Return on assets (annualized) % -2.8 -1.0

Any other information: Not applicable

Note on complexity levels of the rated instrument:

CRISIL complexity levels are assigned to various types of financial instruments. The CRISIL complexity levels are available on
www.crisil.com/complexity-levels. Users are advised to refer to the CRISIL complexity levels for instruments that they consider for investment. Users
may also call the Customer Service Helpdesk with queries on specific instruments.

Note on Hybrid Instruments (Under Basel Il)

Given that hybrid capital instruments (Tier-I perpetual bonds and Upper Tier-ll bonds; under Basel Il) have characteristics that set them apart
from Lower Tier-1l bonds (under Basel Il), the ratings on the two instruments may not necessarily be identical. The factors that could trigger a
default event for hybrid instruments include: the bank breaching the regulatory minimum capital requirement, or the regulator's denial of
permission to the bank to make payments of interest and principal if the bank reports losses. Hence, the transition from one rating category to
another may be significantly sharper for these instruments than in the case of Lower Tier-ll bonds; this is because debt servicing on hybrid
instruments is far more sensitive to the bank's overall capital adequacy levels and profitability.

Annexure - Details of Instrument(s)

Date of Coupon . Issue Size | Outstanding rating with
ISIN Name of Instrument Allotment Rate (%) Maturity Date (Rs Crore) Outlook
INE457A09165 | Ferpetual Tier- Bonds | 44 g0 g 9.25 Perpetual 70.00 CRISIL A/Stable
(under Basel II)
INE457A09157 Upper Tier-ll Bonds 30-Sep-09 8.95 30-Sep-24 100.00 CRISIL A/Stable
(under Basel II)
INE457A09173 Upper Tier-ll Bonds 1-Feb-10 8.65 1-Feb-25 300.00 CRISIL A/Stable
(under Basel II)
INE457A09140 Lower Tier-ll Bonds 30-Sep-09 8.74 30-Apr-19 130.00 CRISIL A+/Stable
(under Basel Il)
INE457A09199 Lower Tier-ll Bonds 31-Dec-12 9.00 31-Dec-22 1000.00 CRISIL A+/Stable
(under Basel II)
NA Certificates of Deposit NA NA 7-365 Days 1500.00 CRISIL A1+
Annexure - Rating History for last 3 Years
Current 2018 (History) 2017 2016 2015 Start of
Instrument = Type Olﬁﬁzz:it"g Rating Date Rating Date Rating Date Rating Date Rating Rating
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Note for Media:

This rating rationale is transmitted to you for the sole purpose of dissemination through your newspaper / magazine / agency. The rating rationale may be
used by you in full or in part without changing the meaning or context thereof but with due credit to CRISIL. However, CRISIL alone has the sole right of
distribution (whether directly or indirectly) of its rationales for consideration or otherwise through any media including websites, portals etc.

About CRISIL Limited

CRISIL is a leading agile and innovative, global analytics company driven by its mission of making markets function better. We
are India’s foremost provider of ratings, data, research, analytics and solutions. A strong track record of growth, culture of
innovation and global footprint sets us apart. We have delivered independent opinions, actionable insights, and efficient solutions
to over 1,00,000 customers.

We are majority owned by S&P Global Inc., a leading provider of transparent and independent ratings, benchmarks, analytics
and data to the capital and commodity markets worldwide.

For more information, visit www.crisil.com

Connect with us: TWITTER | LINKEDIN | YOUTUBE | FACEBOOK

About CRISIL Ratings

CRISIL Ratings is part of CRISIL Limited (“CRISIL”). We pioneered the concept of credit rating in India in 1987. CRISIL is
registered in India as a credit rating agency with the Securities and Exchange Board of India (“SEBI”). With a tradition of
independence, analytical rigour and innovation, CRISIL sets the standards in the credit rating business. We rate the entire range
of debt instruments, such as, bank loans, certificates of deposit, commercial paper, non-convertible / convertible / partially
convertible bonds and debentures, perpetual bonds, bank hybrid capital instruments, asset-backed and mortgage-backed
securities, partial guarantees and other structured debt instruments. We have rated over 24,500 large and mid-scale corporates
and financial institutions. CRISIL has also instituted several innovations in India in the rating business, including rating municipal
bonds, partially guaranteed instruments and microfinance institutions. We also pioneered a globally unique rating service for
Micro, Small and Medium Enterprises (MSMEs) and significantly extended the accessibility to rating services to a wider market.
Over 1,10,000 MSMEs have been rated by us.

CRISIL PRIVACY

CRISIL respects your privacy. We may use your contact information, such as your name, address, and email id to fulfil your request and service your
account and to provide you with additional information from CRISIL.For further information on CRISIL’s privacy policy please visit www.crisil.com.

DISCLAIMER

This disclaimer forms part of and applies to each credit rating report and/or credit rating rationale that we provide (each a “Report”). For the avoidance of doubt, the
term “Report” includes the information, ratings and other content forming part of the Report. The Report is intended for the jurisdiction of India only. This Report does
not constitute an offer of services. Without limiting the generality of the foregoing, nothing in the Report is to be construed as CRISIL providing or intending to provide
any services in jurisdictions where CRISIL does not have the necessary licenses and/or registration to carry out its business activities referred to above. Access or
use of this Report does not create a client relationship between CRISIL and the user.

We are not aware that any user intends to rely on the Report or of the manner in which a user intends to use the Report. In preparing our Report we have not taken
into consideration the objectives or particular needs of any particular user. It is made abundantly clear that the Report is not intended to and does not constitute an
investment advice. The Report is not an offer to sell or an offer to purchase or subscribe for any investment in any securities, instruments, facilities or solicitation of
any kind or otherwise enter into any deal or transaction with the entity to which the Report pertains. The Report should not be the sole or primary basis for any
investment decision within the meaning of any law or regulation (including the laws and regulations applicable in the US).

Ratings from CRISIL Rating are statements of opinion as of the date they are expressed and not statements of fact or recommendations to purchase, hold, or sell any
securities / instruments or to make any investment decisions. Any opinions expressed here are in good faith, are subject to change without notice, and are only
current as of the stated date of their issue. CRISIL assumes no obligation to update its opinions following publication in any form or format although CRISIL may
disseminate its opinions and analysis. CRISIL rating contained in the Report is not a substitute for the skill, judgment and experience of the user, its management,
employees, advisors and/or clients when making investment or other business decisions. The recipients of the Report should rely on their own judgment and take
their own professional advice before acting on the Report in any way.

Neither CRISIL nor its affiliates, third party providers, as well as their directors, officers, shareholders, employees or agents (collectively, “CRISIL Parties”) guarantee
the accuracy, completeness or adequacy of the Report, and no CRISIL Party shall have any liability for any errors, omissions, or interruptions therein, regardless of
the cause, or for the results obtained from the use of any part of the Report. EACH CRISIL PARTY DISCLAIMS ANY AND ALL EXPRESS OR IMPLIED
WARRANTIES, INCLUDING, BUT NOT LIMITED TO, ANY WARRANTIES OF MERCHANTABILITY, SUITABILITY OR FITNESS FOR A PARTICULAR PURPOSE
OR USE. In no event shall any CRISIL Party be liable to any party for any direct, indirect, incidental, exemplary, compensatory, punitive, special or consequential
damages, costs, expenses, legal fees, or losses (including, without limitation, lost income or lost profits and opportunity costs) in connection with any use of any part
of the Report even if advised of the possibility of such damages.

CRISIL Ratings may receive compensation for its ratings and certain credit-related analyses, normally from issuers or underwriters of the instruments, facilities,
securities or from obligors. CRISIL’s public ratings and analysis as are required to be disclosed under the regulations of the Securities and Exchange Board of India
(and other applicable regulations, if any) are made available on its web sites, www.crisil.com (free of charge). Reports with more detail and additional information may
be available for subscription at a fee — more details about CRISIL ratings are available here: www.crisilratings.com.

CRISIL and its affiliates do not act as a fiduciary. While CRISIL has obtained information from sources it believes to be reliable, CRISIL does not perform an audit and
undertakes no duty of due diligence or independent verification of any information it receives and / or relies in its Reports. CRISIL keeps certain activities of its
business units separate from each other in order to preserve the independence and objectivity of the respective activity. As a result, certain business units of CRISIL
may have information that is not available to other CRISIL business units. CRISIL has established policies and procedures to maintain the confidentiality of certain
non-public information received in connection with each analytical process. CRISIL has in place a ratings code of conduct and policies for analytical firewalls and for
managing conflict of interest. For details please refer to: https://www.crisil.com/en/home/our-businesses/ratings/regulatory-disclosures/highlighted-policies.html

CRISIL’s rating criteria are generally available without charge to the public on the CRISIL public web site, www.crisil.com. For latest rating information on any
instrument of any company rated by CRISIL you may contact CRISIL RATING DESK at CRISILratingdesk@crisil.com, or at (0091) 1800 267 1301.

This Report should not be reproduced or redistributed to any other person or in any form without a prior written consent of CRISIL.

All rights reserved @ CRISIL
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