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Guest blog/Book extract 

‘Lessons from The Banker Who Crushed 
His Diamonds: The YES Bank Story’  
Furquan Moharkan 

In this guest blog Furquan Moharkan quotes extracts from his just published 
book ‘The Banker Who Crushed His Diamonds: The YES Bank Story’ and 
highlights many occasions of visible governance lapses that were overlooked in 
the banks journey and the consolidation of power with Rana Kapoor.   

 
Imagine this situation: IL&FS collapsed in August 2018, PMC Bank 
in September 2019, DHFL in October 2019, YES Bank in March 2020 
and Lakshmi Vilas Bank in November 2020. These are five major 
financial institutions failing in two and a half years or you could 
say that a financial institution collapsed every six months.  

If we look into all these collapses, it hasn’t been just the institution 
collapsing, there are many other things failing with it. The first 
casualty is trust, the founding principle of any financial system. 
And from a ringside view, these collapses show a clear-cut failure 
of the ecosystem. 

While most of these collapses have occurred due to idiosyncratic behaviours by those 
in the ecosystem, yet the role of regulators cannot be ignored. Regulators must behave 
like watchdogs over financial institutions, but in most of the cases mentioned above, 
the regulator (Reserve Bank of India) either played along in the game or turned a blind 
eye to the red flags.  

The case of YES Bank the negligence by RBI was blatant. The RBI took action against 
Rana Kapoor in 2018, after he had had almost two decades to accumulate power 
unchecked, right under the nose of the regulator. Towards the end of the melee, when 
the bank’s then management was going hammer and tongs all over town, claiming that 
they had funds (aimed to save them from a severe liquidity crunch), nobody bothered 
to vet them for retail investors. Even a high school student, with an iota of financial 
knowledge would have guessed that the bank was bluffing. In face of such a 
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widespread misinformation campaign, the RBI kept quiet– which, in a way, amplified 
that misinformation. 

In hindsight, it was over centralization of power with Rana Kapoor, or RK, as he now 
referred to in the corporate world, which led to the downfall of YES Bank. Imagine a 
CEO, who is also the promoter, and also gets to elect most of the members of the Bank’s 
board including its chairman. How could anyone oppose him? 

While there were many occasions of visible governance lapses that were overlooked, 
here is the extract from the book, on how Rana went to consolidate power at YES Bank. 
Please note that in 2008, Ashok Kapur (then Chairman of YES Bank) passed away in the 
26/11 terror incident, thereby helping RK to further consolidate his power.  

Less than one year after the bank commenced its operations, the bank got 
ex-RBI deputy governor S.P. Talwar on board. With effect from 1 July 2005, 
YES Bank had appointed Talwar as senior adviser (corporate development). 
‘This is a very significant appointment for YES Bank, as it comes at an 
extremely critical take-off phase. Shortly, YES Bank will be a listed entity, 
which assumes an extra responsibility and commitment towards all our 
investors and stakeholders. We are confident that with Mr Talwar’s 
extensive and invaluable experience, YES Bank will continuously adopt 
global best practices, ensuring that the organization is managed and 
monitored in a responsible manner to “create and share value”,’ Rana 
Kapoor, then donning the role of CEO and MD said on his appointment. 

At that point of time, both Rana and Ashok, who didn’t know what the future 
had in store for them, tried to consolidate power at the bank which they now 
controlled. 

The two partners incorporated four articles in the memorandum of 
association (MoA) in the bank—Article 110 (b), Article 127 (b), Article 127A 
(a) and 127A (b)— all directed at consolidation of power by the duo. 

Here are the relevant extracts of those clauses: 

Article 110 (b): ‘So long as the Indian Partners hold along with any of their 
Affiliates directly or indirectly, at least 10 per cent of the issued and paid up share 
capital of the Company, the Indian Partners shall have the right to recommend 
the appointment of three directors collectively referred to as the “IP 
Representative Directors”. So long as Rabo holds along with any of its Affiliates 
directly or indirectly, at least 10 per cent of the issued and paid up share capital 
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of the Company, Rabo shall have the right to recommend the appointment of 
one director referred to as the “Rabo Representative Director”.’  

Article 127 (b): ‘The Indian Partners shall have the right to recommend the name 
of the Chairman. Ashok Kapur shall be the first Chairman. The Indian Partners 
shall have the right to recommend the name of the CEO and Managing Director 
of the Company. Rana Kapoor shall be the first CEO and Managing Director. 
Rabo shall cause the Rabo Representative Director to vote along with the IP 
representative Directors for appointment of the Chairman and the CEO and 
Managing Director to the relevant Committees of Directors (as indicated by the 
Indian Partners).’ 

Article 127A (a): ‘Subject to the provisions of the said Acts and these presents, the 
Board shall subject to a recommendation made by the Promoters, also include 
such Whole time Director/s as may be appointed in terms of these Articles.’  

Article 127A (b): ‘The Board may, subject to its obtaining approval from the 
Reserve Bank and also subject to such approval as may be necessary under the 
Act, and subject to the other provisions of these Articles, appoint and/or re-
appoint from time to time one or more of its member(s) to be designated and to 
act as Whole time Director/s of the Company, not in any case exceeding one third 
of the total number of the Directors of the Company for the time being.’ 

Other than these, there was Article 127A (d), which continues to be in the 
MoA till date. It states: ‘The Whole time Director/s appointed shall, subject 
to the supervision, direction and control of the CEO and Managing Director 
and subject to the provisions of these Articles, the Act and the Banking Act, 
exercise such powers and authority and discharge such functions and 
responsibilities as may be delegated to him/them by the CEO and Managing 
Director from time to time.’ 

I spoke to multiple lawyers and company secretaries to understand this. 
There is a clear-cut narrative of a power grab in all this. Article 110 (b) seems 
to help the Indian partners (Rana Kapoor and Ashok Kapur) with more than 
10 per cent of the share capital by giving them the power to recommend 
three directors. The thing to be noted is that it gives them the power to 
‘recommend’, not the power to elect, these people as directors. On the 
other hand, the duo didn’t want to give Rabobank the same power as the 
Indian directors, because for fulfilling the same condition they got to 
recommend one director as opposed to three by the Indian directors. 
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Article 127 (b) again strengthens the Indian partners’ positions by giving 
them the power to ‘recommend’ (not elect) the chairman, CEO and MD. 
Now, the interesting thing about this article is that if you observe its 
language, it says that the Rabobank director shall vote ‘along with the 
Indian directors’. So, here we have four people on the board voting for the 
same guy as chairman/CEO/MD. 

Article 127A (a) and (b) offer two modes to appoint these whole-time 
directors (WTDs). Firstly, they could be appointed on the promoters’ (Rana 
and Ashok’s) recommendation. Secondly, they could be appointed from 
amongst the already existing directors who form the board of directors. In 
this situation, there is a cap that, amongst themselves, more than one-third 
cannot be appointed as WTDs. However, it’s not an either/or position, in the 
sense that only one of them can be used to appoint WTDs. Some WTDs can 
be appointed on the basis of Article 127A (a) and some on the basis of Article 
127A (b). There are also two kinds of checks and balances on the board of 
directors for the appointment of WTDs. They either need to be 
recommended by the promoters, as per Article 127A (a), or they need to be 
approved as per Article 127A (b). So, in a way it meant it was less strict for 
nominees of board members, in which case no external approval is needed, 
based on the MoA. If you see 127A (d), it puts these WTDs under the control 
of the CEO and MD, Rana Kapoor. In effect, the power structure was putting 
everything in the hands of two brothers-in-law.  

 
 

Furquan Moharkan is business journalist with focus on banking, 
financial services, financial markets and governance.  

email: furquanmoharkan@gmail.com Twitter: @imFmoharkan  

 

 

You can use the following link to buy the book: https://www.amazon.in/Banker-Who-

Crushed-His-Diamonds/dp/0143451790 
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Disclaimer 
This document has been authored by Furquan Moharkan. The views expressed in the document are personal to the author and do 
not necessarily reflect the opinion of IiAS. IiAS shall not be in any way responsible for any loss or damage that may arise to any 
person from any inadvertent error in the information contained in this report. This document is provided for assistance only and 
is not intended to be and must not be taken as the basis for any voting or investment decision and/or legal opinion/advice. The 
user assumes the entire risk of any use made of this information. Each recipient of this document should make such investigation 
as it deems necessary to arrive at an independent evaluation of the individual resolutions referred to in this document (including 
the merits and risks involved). The discussions or views expressed may not be suitable for all investors. The information given in 
this document is as of the date of this report and there can be no assurance that future results or events will be consistent with 
this information. This information is subject to change without any prior notice. IiAS reserves the right to make modifications and 
alterations to this statement as may be required from time to time. However, IiAS is under no obligation to update or keep the 
information current. Nevertheless, IiAS is committed to providing independent and transparent recommendation to its client and 
would be happy to provide any information in response to specific client queries. Neither IiAS nor any of its affiliates, group 
companies, directors, employees, agents or representatives shall be liable for any damages whether direct, indirect, special or 
consequential including lost revenue or lost profits that may arise from or in connection with the use of the information. The 
disclosures of interest statements incorporated in this document are provided solely to enhance the transparency and should not 
be treated as endorsement of the views expressed in the report. 
 
Confidentiality 
This information is strictly confidential and is being furnished to you solely for your information. This information should not be 
reproduced or redistributed or passed on directly or indirectly in any form to any other person or published, copied, in whole or in 
part, for any purpose. This report is not directed or intended for distribution to, or use by, any person or entity who is a citizen or 
resident of or located in any locality, state, country or other jurisdiction, where such distribution, publication, availability or use 
would be contrary to law, regulation or which would subject IiAS to any registration or licensing requirements within such 
jurisdiction. The distribution of this document in certain jurisdictions may be restricted by law, and persons in whose possession 
this document comes, should inform themselves about and observe, any such restrictions. The information provided in these 
reports remains, unless otherwise stated, the copyright of IiAS. All layout, design, original artwork, concepts and other Intellectual 
Properties, remains the property and copyright of IiAS and may not be used in any form or for any purpose whatsoever by any 
party without the express written permission of the copyright holders. 
 
Other Disclosures 
IiAS is a SEBI registered research entity (proxy advisor registration number: INH000000024) dedicated to providing participants in 
the Indian market with independent opinions, research and data on corporate governance issues as well as voting 
recommendations on shareholder resolutions of about 750 listed Indian companies (https://www.iiasadvisory.com/iias-coverage-
list). Our products and services include voting advisory reports, standardized services under the Indian Corporate Governance 
Scorecard, and databases (www.iiasadrian.com and www.iiascompayre.com). There are no significant or material orders passed 
against the company by any of the Regulators or Courts/Tribunals.  
 
Yes Bank is one of IiAS’ shareholders. 
 
This article contains excerpts of the book, ‘The Banker Who Crushed His Diamonds: The Yes Bank Story’ and is a commentary on 
the general trends and developments witnessed in the market. 
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About IiAS 
Institutional Investor Advisory Services India Limited (IiAS) is an advisory firm, dedicated to 
providing participants in the Indian market with independent opinions, research and data on 
corporate governance issues as well as voting recommendations on shareholder resolutions 
for about 800 companies that account for over 95% of the Indian market capitalization.  
 
IiAS provides bespoke research, valuation advisory services and assists institutions in their 
engagement with company managements and their boards.  

 
IiAS has equity participation by Aditya Birla Sunlife AMC, Axis Bank, Fitch Group Inc., HDFC, ICICI 
Prudential Life Insurance, Kotak Mahindra Bank, RBL Bank Limited, Tata Investment 
Corporation, UTI Asset Management Company Limited and Yes Bank.  

IiAS is a SEBI registered research entity (proxy advisor registration number: INH000000024). 
 


