Indusind Bank

DISCLOSURES UNDER BASEL Ill CAPITAL REGULATIONS 1

DF-1: Scope of Application

30" September2018

Name of the head of the banking group to which the framework applies: INDUSIND BANK LTD.

() Qualitative Disclosures

Il ndusl nd

Bank

D is emcommedcial(bank, Ineorp@aded &ndJanuary 31, 1994. The Bank
has a nommaterial norfinancial wholly owned subsidiary as on September 30, 2018, and the CRAR is

computed on the financial position of the Bank alone.

a) List of group entities consideredfor consolidation:

Name of the | Whether the | Explain Whether the | Explain Explain the | Explain the
entity/Country entity is the entity is the reasons for | reason if
of incorporation included method included method | difference in | consolidated
under of under of the method | under only one
accounting | consolida| regulatory consolida of of the scopes of
scope of tion scope of tion consolidatio | consolidation
consolidation consolidation n
(Yes/No) (YedNo)
Indusind Yes Equity No NA NA The group entity,
Marketing and method Indusind
Financial (under AS Marketing and
Services Private 23) Financial
Limited, India Services Private
Limited, is an
associate where
the Bank holds
30% of the
equity share
capital. This
entity is not a
financial serviceg
company, and
hence
consolidaibn is
only for
accounting
purposes.
Indusind Yes Line by Yes Line by NA NA
Financial Line line
Inclusions Ltd., (under AS
India 21)




b) List of group entities not considered for consolidation both under the accounting and regulatory
scope of consolidation:

Name of the | Principle Total | % of banks Regulatory Total balance sheet assets (a
entity/Country | activity of | balance | holding in treatment of stated in the accounting
of the entity | sheet the total bankos balance sheet of the legal
incorporation equity equity investments in the entity)
capital
instruments of the
entity
None / NA NA NA NA NA NA

(if) Quantitative Disclosures:

¢) List of group entities considered for consolidation:

As mentioned in Para (i) above, the Bank has amaterial nodfinancial wholly owned subsidiary. IFIL,

a wholly owned subsidiary of the Bank has just been incorporated with a subscribed cagst@Dof For

the purposes of accounting, the Bank prepares Consolidated Financial Statements wherein the financial
statements of the Bank are consolidated with the wholly owned subsidiary under AS 21 and with the
associate company under equity method a$\Be23.

d) There is no capital deficiency in any subsidiary, which is not included in the regulatory scope of
consolidation.

e) The Bank does not have investment in any insurance entities as on September 30, 2018.

f) There are no restrictions or impedimte on transfer of funds or regulatory capital within the banking
group as on September 30, 2018.

DF-2: Capital Adequacy

Applicable Requlations:

The Basel Il capital regulation has been implemented from April 1, 2013 in India in phases and it will be
fully implemented as on March 31, 2019. The Basel lll Capital Regulations have been consolidated in
Master Circulari Basel Il Capital Regulations vide circular No. DBR.No.BP.BC.1/21.06.201/2615
dated July 1, 2015 and revised circular No. DBR.No.BR8BR21.06.201/20146 dated March 01, 2016.

Basel |l Capital Regulations:

Basel Il Capital regulations continue to be based on tmaally reinforcing pillars, viz., minimum

capital requirements, supervisory review of capital adequacy, and margglinés This circular also
prescribes the risk weights for the balance sheet assetdumded items and other efialance sheet
exposures and the minimum capital funds to be maintained as ratio to the aggregate of the risk weighted
assets and other eogures, as also, capital requirements in the trading book, on an ongoing basis and
operational risk.

These guidelines also incorporate instructions regarding the components of capital and capital charge
required to be provided for by the banks for creghiirket and operational risks. It deals with providing
explicit capital charge for credit and market risk and addresses the issues involved in computing capital
charges for interest rate related instruments in the trading book, equities in the tradiraptdoreign
exchange risk (including gold and other precious metals) in both trading and banking books. Trading book
for the purpose of these guidelines includes securities under the Held for Trading category, Available For
Sale category, open gold paasit limits, open foreign exchange position limits, trading positions in
derivatives, and derivatives entered into for hedging trading book exposures.



Basel Il capital regulations are being implemented in India with effect from April 1, 2013. In order to
ensure smooth migration to Basel Il without aggravating any near term stress, appropriate transitional
arrangements have been made. The transitional arrangements for capital ratios began as on April 01, 2013
However, the phasing out of n@asel Il canpliant regulatory capital instruments began as on January

01, 2013. Capital ratios and deductions from Common Equity will be fully phassetd implemented as

on March 31, 2019.

Minimum capital requirements:

The Bank is subject to the capital adequguaidelines laid down by Reserve Bank of India, which are
based on the framework of the Basel Committee on Banking Supervision. As per Basel Il Capital
Regulations, the Bank is required to maintain a minimum Capital to Risk Weighted Assets (CRAR) of
10.8%5% (including Capital Conversion Buffer of 1.875%). The Basel Il Capital Regulations are
implemented effective from April 1, 2013 in a phased manner. The minimum capital required to be
maintained by the Bank for the period ended September 30, 20183 with minimum Common
Equity Tier 1 (CET1) of 7.375% (including CCB).

Besides computing CRAR under the Pillar | requirement, the Bank also periodically undertakes stress
testing in various risk areas to assess the impact of stressed scenario oleptaesits on asset quality,
liquidity, interest rate, derivatives and forex on its profitability and capital adequacy.

The assessment of future capital needs is effectively done based on the business projections, asset mi»
operating environment, growthuttook, new business avenues, regulatory changes and risk and return
profile of the business segments. The future capital requirement is assessed by taking cognizance of all the
risk elements viz. Credit, Market and Operational risk and mapping thede teedpective business
segments.

The Summary of Capital requirements for Credit Risk, Market Risk and Operational Risk as on
September 30, 2018& mentioned below:

Risk Type Rs in mio.
Capital requirements for Credit Risk 149929
Portfolio Subject téstandardised approach 1,49,929
Securitisation exposures -
Capital requirements for Market Risk 7,755
Standardised Duration Approach

Interest Rate Risk 6303
Foreign Exchange Risk (including gold) 304
Equity Risk 1149
Capital requirements for Operational Risk 16,956
Basic Indicator Approach 16,956
Minimum Capital requirements at 9% 174,640
Minimum CRAR + CCB at 1087%% 211,023
Total Capital Funds 277071
CRAR# 14.28%

# including exposure at IFSC Banking Unit (GIFT City)
Organisation Structure:
Integrated Risk Management: Objectives and Organisation Structure

The Bank has established an Enterpvisge Risk Management Departmeimdependent of the Business
segmentsresponsible for Bankide risk management covering Credit risk, Market riskl(ding ALM)

and Operational risk. The Risk Management Department focuses on identification, measurement,
monitoring and controlling of risks across various segments. The Bank has been progressively adopting the
best International practices so as to mardlly reinforce its Risk Management functions.



Organisation Structure:
The setup of Risk Management Department is hereunder:

Managing Director

|

Chief Risk Officer

l

Headi Risk Mgmt

Credit Risk Market Risk Operational Risk Asset Liability
Management Management Management Management

Separate Committees, as specified below, are set up to manage and control various risks:

Risk Managerant Committee (RMC)

Credit Risk Management Committee (CRMC)
Market Risk Management Committee (MRMC)
Asset Liability Management Committee (ALCO)
Operational Risk Management Committee (ORMC)

=A =4 =8 =8 =9

Bank has articulated various risk policies which specify the ristiistrols and measurement techniques.

The policies are framed keeping risk appetite as the central objective. Against this background, the Bank
identifies a number of key risk components. For each of these components, the Bank determines a targe
thatrep esents the Bankds perception of the componen

The risk policies are vetted by the sttimmittees, viz. CRMC, MRMC, ALCO, ORMC, etc. and are put
forth to RMC, which is a subommittee of the Board. Upon vetting of the policies by RMC, theesam
placed for the approval of the Board and implemented.

Bank has put in place a comprehensive policy on ICAAP, which presents a holistic view of the material
risks faced, control environment, risk management processes, risk measurement technigtaks, cap
adequacy and capital planning.

Policies are periodically reviewed and revised to address the changes in the economy / banking sector anc
Bankds risk profile. Monitoring of wvarious risks
to Top Management / Board.

Credit Risk

Bank manages credit risk comprehensively; both at Transaction level and at Portfolio level. Some of the
major initiatives taken are listed below :
1 Bank uses a robust Risk rating framework for evaluating credit riskeoborrowers. The Bank
uses segmerdpecific rating models that are aligned to target segment of the borrowers.
1 Risks on various countgrarties such as corporates, banks, are monitored through cpartier
exposure limits, also governed by country esiposure limits in case of international trades.



1 Bank manages risk at the portfolio level too, with portfolio level prudential exposure limits to
mitigate concentration risk.
1 Bank has a weltliversified portfolio across various industries and segmentfiysisated by the
following data.
0 Retail and schematic exposures (which provide wider diversification benefits) account for as
much as 45% of the total fudzhsed advances.
o0 Bankds corporate exposure is ful |l/minindsed er s
from individual industry cycles.

Above initiatives support qualitative business growth while managing inherent risks within the risk
appetite.

Market Risk

Key sources of Market risk are Liquidity Risk, Interest Rate Risk, Price Risk andjfr@echange Risk.
Bank has implemented statéthe-art Treasuryand Market Risk Managemesystens thatsupport robust
risk management capabilities and facilitates Strdilgidugh Processing.

Market Risk is effectively managed through comprehensivedwark whichsupportsvariousmeasures
such as Marito-Market, Sensitivity analysis, Valuat-Risk and monitoring through operational limits
such as stofoss limits, exposure limits, deaize limits, maturity ladder, etddarket risk measurement
and monioring is governed through a comprehensive Market Risk Management Policy.

Asset Liability Management (ALM)

Bankdéds ALM system supports effective management
of its assets and liabilities.

9 Liquidity Risk is monitored through Structural Liquidity Gaps, Dynamic Liquidity position,
Liguidity Coverage Ratiosl.iquidity Ratios analysis and Behavioural analysis, with prudential
limits for negative gaps in various time buckets.

1 Interest Rate Sensitivity is mitored on Earning perspective and Economic Value perspective
through prudential limits for Rate Sensitive Ga@edified Durationand other risk parameters.

1 Interest Rate Risk on the Investment portfolio is monitored throdgle at Riskand Risk
Sensitvities on a daily basis. Optimum risk is assumed through duration, to balance between risk
containment and profit generation from market movements.

ALCO meetingsare convened frequently whereitetailed analysis are presented liuidity position,
interest rate risks, product mix, business growth v/s budgets, interest rate outlook, which helps to review
the business strategies regularly and undertake new initiatives.

Operational Risk

Operational Risk is the risk of loss resulting from inadequate @dfaiternal processes, peg@gstems

or external events. The Operational RidiknagemenPo | i cy documents the Bank
management of operational risk and defines roles and responsibilities of various stakeholders within the
Bank. Based othis Policy, the Bank has initiated several measures to manage Operational Risk. The Bank
has put in place a structure to effectively manage operational risk through the formation of several internal
committees viz. Operational Risk Management Committady-CRMC, Fraud Risk Management
Committee, BCP Steering Committee.

Bank has implemented various Operational Risk management tools such as Risk and Control Self
Assessment (RCSA), KRIs monitoring and Loss Data collection (Basel 8X7 matrix) including Nesar Mi
Events. Bank weighs each new Product and Process enhancements under Operational Risk Assessmer
Process (ORAP) framework.



The Bank has adopted Business Continuity Policy wherein critical activities, system applications have
been identified, recovery @h has been put in place for these critical activities and applications to ensure
timely recovery of the Bankdés critical operatio
carried out to ascertain BCP preparedness. Business Contiregyngt Committee comprising of senior
functionaries of the Bank monitors BCM framework implementation in the Bank.

As per the RBI guidelines, the Bank is following the Basic Indicator Approach for computing capital for
Operational Risk.

Systems Risk

Bnkb6s I nformation Security Policy provides sec!
efforts are based and to guide the development and maintenance of a comprehensive information security
program. It deals with security of information in varidasms like spoken, written, printed and electronic

or any other medium and handling of information in terms of creation, viewing, transportation, storage or
destruction. It contains the principles that direct managerial decision making and facilita¢éelsestness
operations. It is designed to enable management of the Bank to ensure the security of information asset:
and maintain accountability. It also defines the appropriate and authorized behavior for personnel approved
to use t he B asseksOThe pblinids and praceduresrare huilt around the following principles:

9 Treat Information Security Risk in line with Business, Regulatory & Legal requirements
Ensure Availability, Integrity, Confidentiality of Information, establish Accountabilitpi&vide
Assurance
Focus on People, Process & Technology for implementation

1 Apply least privilege, need to know / use principles
Promote Information Security Awareness to create seeawmire culture within employees,
contractors, third parties and custns
Deal with exceptions and violations appropriately
Focus on Information Security Governance, Assurance & Evolution to ensure suitability, adequacy
and effectiveness

9 Participation of security team during initial stages of system acquisition & deveibpme

Bank is utilizing structure data on its system for Avitney Laundering & Enterpriseide Fraud
Management system, risk analytics, enterprise Bl. Bank has also started aggregating unstructured data like
customer IPs, devices ID, and various social/meidi its repository to increase risk management
capabilities.

DF-3: Credit Risk: General Disclosures

ACredit Risko is defined as t he p-pagymmapfailltoimeetits/ p c
obligations in accordance with agreed ternit involves inability or unwillingness of a borrower or
counterparty to meet commitments in relation to lending, trading, hedging, settlement and other financial
transactions.

Credit Risk is made up of two components

1. Transaction Risk (or Default Risk), which represents the risk arising from individual credit exposures
and

2. Portfolio Risk, which represents the risk inherent in the portfolio of credit assets (concentration of
assets, correlation among portfolios, etc.).



Credit risk is found inavari ety of transactions across Bank~éd
balance sheet exposures, investments and financial guarantees, but also the risk of a counterparty in
derivative transaction becoming unable to meet its obligations. Crdditaisstitutes the largest risk to

which the Bank is exposed. Bank has adequate system support which facilitates credit risk management
and measurement across its portfolio. The system support is strengthened and expanded as and when ne
exposuresareaddedo t he Bankds portfolio

Bank has articulated comprehensive guidelines for managing credit risk as a part of Credit Risk Policy and
related policies framework, Bank Risk Policy, Country Risk Policy, Loan Review Policy and Recovery
Policy. Credit risk maamgement systems used at the Bank have been implemented in accordance with these
guidelines and best market practices. Credit risk management process focuses on both specific transaction
and on groups of specific exposures as portfolios.

Bankds &rPelidyi and rdtated policies and systems are framed to achieve the following key
objectives:
U Monitoring concentration risk in particular products, segments, geographies etc thereby avoiding
concentration risk from excessive exposures to any particuldugis) segments, geographies etc.
0 Assisting in building quality <credit portf ol
risk appetite
Tracking Credit quality migration
Determining how much capital to hold against each class of assets
Undertakng Stress testing to evaluate credit portfolio strength
To develop greater ability to recognize and avoid potential problems
Alignment of Risk Strategy with Business Strategy
Adherence to regulatory guidelines

el encl et 3 et et @]

Credit Risk Management at specific transactia level

The central objective for managing credit risk at each transaction level is development of risk measurement
and monitoring systems that cover the entire life cycle of the exposure, i.e. opportunity for transaction,
assessing the credit risk, griaagt of credit, disbursement and subsequent monitoring, identifying the
obligors with emerging credit problems, remedial action in the event of credit quality deterioration and
repayment or termination of the obligation.

The Credit Policies of the Bank tilates applicability of various norms for managing credit risk at a
specific transaction level and more relevant to the target segment of the obligors. It covers all the types of
obligors, viz. Corporate, SME, Trader and Schematic Loans such as Loast &gaperty, Business Loan,

Retail Agri, LAS, Gold Loan, Home Loan, Personal Loan, etc.

Major components of Credit Risk and related Policies are mentioned below:
U Transaction with customer/ prospective customer is undertaken with an aim to build long term
relationship.
U All the related internal and regulatory guidelines such as KYC norms, RBI prudential norms, etc.
are adhered to while assessing the credit request of the borrower.

0 Credit is granted with due dil i greumgtamcesaandio d et
specific assessments that provide a context for such credits.
O Facility is granted based on customerds <cred

customer is able to substantiate the repayment. Due regard is alsotpl#oedndustry in which
the customer is operating, the business specific risks and management capability and their risk
appetite.

U Regular followup of overall health of the borrower is undertaken to assess whether the basis of
granting credit has changed

U When loans and credits are granted to borrowers falling outside preferred credit rating, the Bank
normally obtains sufficient collateral. However, collaterals are not the sole criterion for lending,
which is generally done based on assessing the busiabdfty of the borrower and the adequacy
of the expected cash flows.

U Bank has defined exposures limit on the basis of internal risk rating of the borrower.



U Bank is particularly cautious while granting credits to businesses in affected or seasonandust

U Bank also grants unsecured credit to borrowers with high standing and low credit riskiasdite
on detailed financial analysis & established credit history.

0 I'n terms of Bankés Country risk Pol i cuntriesdue
with an unstable economic or political scenario.

Beside the acceptability norms defined in the policies/manual for an individual transaction, Bank has also
implemented various credit related product programmes which enables efficient appraesdmast,
delivery, supervision and control of tailor made loan products targeted at specific customer segments.
Customers covered under Business Banking product programme are evaluated using a scoring/rating mode
developed based on segment specific piskile.

Consumer Finance Division appraises loan application based on robust set criteria defined in the respective
product programmes. Further as a mechanism to assess the credit quality, customers are also evaluate
through application scoring model$iwh are segment specific. Further, post disbursement, the quality of
the account is tracked by means of a Behavioral score.

Customers under Credit Cards segment are evaluated by means of robust customer selection criteria the
include variety of factors.

Bank has also put in place a detailed policy for portfolio acquisition which stipulates various criteria for
asset selection including due diligence, transfer of risks and rewards of the underlying portfolio, credit
enhancements, portfolio risk managetremd monitoring in accordance with RBI guidelines.

Credit Approval Committee

I n general, the Bank has put in place the prince
according sanctions to credit proposals. This provides for an unbiagedjwebassessment/evaluation of

credit proposals. Such Committees include atleast one official from an independent department, which has
no volume or profits targets to achieve. The official of the independent department is a mandatory member
of the Credi Committee. The spirit of the credit approving system is that no credit proposals are approved
or recommended to higher authorities unless all/l
on the acceptability of the proposal in all respectsdse of disagreement the proposal is referred to next
higher Committee whose decision to approve or decline with conditions is final.

Individual Powers for small value proposals have been given to senior officials in the Credit Department,
whodonotheae vol ume/ profit teygetdspronachpilieves Tlheél

Foll owing 6Approval Grids6é are constituted:
4 Corporate & Commercial Banking Segment :
F Individual powers (small exposures) to Zonal Heads of Credit, Segmentdfeisdit

and Head (Corporate Credit)
F Corporate Office Credit Committee (COCC)
F Executive Credit Committee (ECC)

4 Consumer Banking (CB) Segment (A):
Scheme of delegation under Consumer Banking Segment includes Vehicle financing, personal
loans, housing laes and other schematic loans under rtigti Committee based approach as under:
Branch Credit Committei Consumer Banking (BCT CB)
Regional Credit Committeie Consumer Banking (RCECB)
Corporate Office Credit CommittédeConsumer Banking (COGCB | & I1)
Executive Credit Committee

T T T

4 Consumer Banking (CB) Segment (B):
The scheme of delegation under Consumer Banking Segment includes Business Banking, Loan
against Property, Business loans, Retail Agri (KCC), Supply Chain Finance and other schematic
loansunder multitier Committee based approach as under:



Joint Sanction on Four Eye Principle
Zonal Credit Committee ( ZCC)
Corporate Office Credit Committdel & Il
Executive Credit Committee

M T T

Apart from this, Bank has schematic loans also like Gold 8&&AS which are sanctioned by branches /
Operations upto defined limit of exposure under the respective product program. These are relatively
smaller loans and fully secured by liquid collaterals.

Scheme of delegation of power applicable for all busiegments are approved by Board of Directors.

The credit proposals which are beyond the delegated powers of ECC are placed to Committee of Directors
(COD) for approval.

Risk Classification

Bank monitors the overall health of its customers on agadng basis to ensure that any signal of
weakening of a customerds earnings or l'iquidity
process, customers are classified according to the credit quality in terms of internal rating, and the
classificationis regularly updated on receipt of new information/ changes in the factors affecting the
position of the customer.

Bank has operationalized following risk rating/ scoring models basis on the target segment of the borrower:
1 Large Corporate, Small & Mediunterprises, NBFC
9 Trading entities, Capital Market Broker and Commodity Exchange Broker
9 Financial Institutions/Primary Dealers and Banks
1 Retail customers (Schematic Loaihsyho are assigned credit scoring

Customers under Business Banking segment, R&gaiil Loan against credit card receivables are assessed

for credit quality using a scoring/rating model. The score serves a measure to categorise the customers intc
various risk classes which are further calibrated to different risk grades. Bank hiaspddsnented rating

models for assessing risk under Lease Rental Discounting and Warehouse Receipts Financing products.

Rating grades in each rating model, other than the segments driven by product programmes, is on a scale ¢
1 to 8, which are further aagorised by assigning -+fodifiers to reflect the relative standing of the
borrower within the specific risk grade. Moesgecific rating grades are named distinctly. Each model
specific rating grade reflects the relative ratings of the borrowers undempénticular segment. For
instance, L4 indicates a superior risk profile of a Large Corporate, when compared to another Large
Corporate rated L5.

In order to have a common risk yardstick across the Bank, these model specific ratings are mapped to
commonscale ratings which facilitate measurement of risk profile of different segments of borrower by
means of common risk ladder.

Various purposes for which the rating/scoring models are used are mentioned hereunder:

Portfolio Management

Efficiency in lendingdecision

To assess the quality of the borrowesingle point reference of credit risk of the borrower
Preferred rating norms for assuming exposures

Prudential ceiling for single borrower exposuidmked to rating

Frequency of review of exposures

Freqency of internal auditing of exposures

To measure the portfolio quality

MMM T T



F Target for quality of advances portfolio is monitored by way of Weighted Average Credit Rating
(WACR).

F Pricing credit

F Capital allocation (under IRB approaches)

Credit Quality Assurance:

Bank has also adopted Loan Review Mechanism (LRM), which involves independent assessment of
quality of an advance, effectiveness of loan administration, compliance with internal policies of Bank and
regulatory framework and portfolio quality. It alselps in tracking weaknesses developing in the account

for initiating corrective measures in time. LRM is carried out by Credit Quality Assurance team, which is
independent of Credit and Business functions.

Credit Risk Management at Portfolio level:

Accunulation of individual exposures leads to portfolio, which creates the possibility of concentration risk.
Concentration risk, on account of borrowers/ products with similar risk profile, may arise in various forms
such as Single Borrower, Group of Borrowe8ensitive Sector, Indusinwise exposure, Unsecured
exposure, Rating wise exposure, Off Balance sheet exposure, Product wise exposure, etc. Credit risk
concentration is addressed by means of structural and prudential limits stipulated in the Crétili®isk

and other related policies.

Concentration risk on account of exposures to cotpadies (both single borrower and group of
borrowers), Industrwise, Ratingwise, Productvise, etc., is being monitored by Risk Management Dept
(RMD). For the purpse, exposures in all business units, viz. branches, treasury, investment banking, etc.,
by way of all instruments (loans, equity/debt investments, derivative exposures, etc.) are considered. Such
monitoring is carried out at monthly intervals. Besides,théspective business units are monitoring the
exposure on continuous reahe basis.

Concentration risk is further evaluated in terms of statistical measures and benchmarks. Detail analysis of
portfolio risk and control measures is carried out on athtprbasis on various parameters. Further, a
comprehensive Stress Testing framework based on several factors and risk drivers assessing the impact c
stressed scenario on Credit quality, its iToppact
Management /Board every quarter. The framewor k |
levels of intensity across default, i.e. mild, medium and severe, and analyses its impact on the portfolio
guality and solvency level.

Impaired credit - Non Performing Assets (NPAS):

Bank has an independent Credit Administration Department that constantly monitors accounts for
irregularities, identifies accounts for early warning signals for potential problems and identifies individual
NPA accountsystematically.

Bank has also set up Financial Restructuring and Reconstruction (FRR) Dept for managing and monitoring
defaulted accounts, carrying out restructuring, wherever feasible and following up for recoveries of dues.

Bank follows applicable RBguidelines while classifying Neperforming Assets (NPAs). The guidelines
are as under:
a) An asset, including a leased asset, becomegadorming when it ceases to generate income for
the bank
b) A Non Performing Asset (NPA) is a loan or an advancergjhe
i. interest and / or installment of principal remains overdue for a period of more than 90 days in
respect of a term loan,
il. the account remains 'out of order’, in respect of an Overdraft / Cash Credit (OD/ CC),
iii. the bill remains overdue for a periofl more than 90 days in the case of bills purchased and
discounted,



iv. installment of principal or interest thereon remains overdue for two crop seasons for short
duration crops,

v. installment of principal or interest thereon remains overdue for one crop skaskmg
duration crops,

vi. amount of liquidity facility remains outstanding for more than 90 days, in respect of a
securitisation transaction undertaken in terms of RBI guidelines on Securitisation dated
February 1, 2006.

vii. in respect of derivative transaati®y the overdue receivables representing positive -toark
market value of a derivative contract, if these remain unpaid for a period of 90 days from the
specified due date for payment.

Out of Order statusAn account should be treated as 'out of ordethéf outstanding balance remains
continuously in excess of the sanctioned limit / drawing power. In cases where the outstanding balance in
the principal operating account is less than the sanctioned limit / drawing power, but there are no credits
continuowsly for 90 days as on the date of Balance Sheet or credits are not enough to cover the interest
debited during the same period, these accounts should be treated as 'out of order'.

Overdue:Any amount due to the bank under any credit facility is 'oveiitlitds not paid on the due date
fixed by the bank.

Credit Risk Exposures

(a) Total Gross Credit Risk Exposures as 080" September 2018

Rs in mio
Fund Based* 2,279215
Non-Fund Based** 848,987
Total Exposures 3,128202

* Includes all exposures ¢ as Cash Credit, Overdrafts, Term Loan, Cash, SLR securities etc.,
which are held in banking book.

** Off-Balance items such as Letter of Credit, Bank Guarantee and credit exposure equivalent of
Inter-bank forwards, merchant forward contracts and deviesit etc.

(b) Geographic Distribution of Exposures as or80" September 2018

Domestic(Rsin mio) | Overseas(Rsin mio)
Fund Based 2,279,215 -
Non-Fund Based 848,987 -
Total Exposures 3,128,202 -

(c) Industry -Wise Distribution of Exposures ason 30" September 2018

Industry Name Funq Ba_sed Non-and I_3ased
(Rsin mio) (Rsin mio)

NBFCs
NBFCs (other than HFCs) 73,687 12,805
NBFC1 AFC (Asset Finance Company) 4,181 12
NBFCs (Micro Finance Institution) 16,994 -
Construction
Constn relad to infra- EPC 47,194 15,535
Roads/other infra project 38,109 19,426
Contract Construction Civil 16,295 29,793




Industry Name Funq Ba_sed Non-and Based
(Rsin mio) (Rsin mio)

Real Estate
Real Estate Developers 75,142 8,172
Lease Rental Discountindreal Estate 40,544 -
Housing Finance Companies 14,20 4,923
Loans against Property (Corporate) 3,469 -
Power
Power Generation 55,291 74,855
Power Transmission 9,342 9,095
Power Distribution 8,749 238
Power Trading - 2,635
Cables
Telecom Cables 528 890
Power Cables 747 907
Steel
SteelLong Products 4,248 853
Steel Flata€CR,GP/GC 23,663 1,436
Steel FlatsHR 16,765 6,245
Steeli Alloy 1,708 859
Steel Pipes 5,020 2,356
Sponge Iron Q99 78
Casting & Forgings 3,898 1,309
Stainless Steel 2,322 139
Pig Iron 400 60
Textiles
Textiles- Readymade Garments 5,027 634
Textiles- Cotton fabrics 3,320 1,492
Textiles-Cotton fibre / yarn 2,167 179
Textiles- Manmade fibres / yarn 4,362 242
TextilesTexturising 294 41
Textile-Blended Yarn 442 5
Textilei Jute 195 -
Textiles- Synthetic Fabrics 1,367 179
Textilei Silk 130 15
Textile Machinery 133 4
Cotton ginning, Cleaning, Baling 513 -
Telecom
Telecomi Cellular 5,970 93,383
Telecom Equipments 2,890 1,396
Pharmaceuticals
PharmaceuticalsBulk Drugs 5,04 3,026
Pharmaceuticals Formulations 4,979 1,038
Chemicals
Chemicalg Organic 4,279 2,360
Chemicals Inorganic 2,282 591




Industry Name

Fund Based

Non-Fund Based

(Rsin mio) (Rsin mio)
Fertilisers
Fertilisersi Phosphatic 1,324 6
Fertilizersi Nitrogenous 1,969 3,064
Paper
Paper- Writing and Printing 3,428 2,901
Papefi Industrial 4,137 2,276
Paper Newsprint 98 -
Petroleum & Products 11,288 29,417
Gas Distribution - 57,099
Engineering & Machinery 8,170 32,598
Gems and Jewellery 78,329 5,213
Edible Oils 2,652 1,410
Auto Ancillaries 8,856 3,850
Diversified 19,352 9,546
Hospital & Medical Services 11,763 1,074
Food Credit 4,873 338
Aluminium 1,350 3,446
Capital Market Brokers 2,021 10,980
Rubber & Rubber Products 2,336 89
Lease Rental DiscountingOthers 6,601 -
Plastic& Plastic Products 6,471 2,643
Food Product & Beverages and other food process 18,623 1,677
Sugar - 895
SME - MiscellaneousMfg. 7,365 1,900
Electronic components 876 547
Commodity Market Brokers 337 1,702
Beverage, Breweries, Distilleries - -
Hotels & Tourism 5,242 3,933
Glass & Glass Products 342 710
Shipping 2,027 5,372
Educational Institutions 8,138 1,071
Computers Hardware 629 130
Coal - 134
IT Enabled Services 9,430 5,273
Electrical fittings 1,665 1,703
Petrochemicals - 28,320
Barks 19,561 91,343
Animal Husbandry 106 -
Mining, Quarrying & Minerals 4,532 2,517
Construction Equipment 1,188 436
Airlines 10,139 0
Wood and Wood Product 439 21
Leather & leather Products 2,002 553
Tiles / Sanitaryware 2,224 1,945
Transport Service - -
Oil and Gas Exploration 16 16,773
Electric Equipment 3,791 3,626
Media, Entertainment & Advt. 9,937 2,593
Organised Retailing 6,188 4,798




Industry Name Funq Ba_sed Non-and Based
(Rsin mio) (Rsin mio)
Tradingi Wholesale 59,571 15,683
Tradingi Retail 43,180 2,547
Services 39,934 35,710
Credit Cards 31,850 -
Other Retail Assets 67,976 -
Consumer Finance 5,55,350 -
Other Industries 54,751 1,11,080
Residual Assets 6,30,790 42,839
Total Exposure 22,79,25 8,48,987

Exposures to industries (othethan Consumer Financg in excess of 5% of total expose

Industry

Fund BasedRsin mio)

Non-Fund Based(Rsin mio)

(d) Residual Contractual Maturity breakdown of assets

Rs in mio)
Assets 1D | 2-7D|8-14D|15-30031D- 2M 22M- >3M-6M>6M-1Y>1Y-3Y >3Y-5Y>5Y -7 > 1Y) > 10Y- >15Y Toig
M 10y | 15Y
Cash 12,344 - - - - - - - - - - - 12,344
Balances with RB| 4,422 49451 2208\ 3066 5185 11,586 9,126| 9,216 6,204| 3438| 6,802| 9,111| 75309
Balances with
other Banks 92,740 1,305 - - - - 1,627 - - - - - 95,672
Investments - 431 - - 8,794 1933| 36,163| 39,267| 61,641 36,971| 47,711| 99,903| 76,911| 91,176| 5,00,885
Advances 40,086| 74,099| 38,244| 68,340| 68,699| 90,234| 1,35,033) 1,99,413| 521,569 1,87,647| 78,897| 68,259| 79,538 23,384 16,73,443
Fixed Assets - - - - - - - - - - - - 13634 13634
OtherAssets | 17,314| 2,695| 34,204| 4,733 90| 2,992| 45724 9:831| 8359 9,253| 11,047| 6,809 - | 153912
Note Advances inclusive of BRDS RIK00 crs
(e) Movement of NPAs and Provision for NPA as on30" September 2018
(Rs in mio)
A Amount of NPAs (Gross) 17814
Substandard 8,015
Doubtful 1 3,267
Doubtful 2 4,325
Doubtful 3 1,766
Loss 441
B Net NPAs 7876
C NPA ratios
Gross NPA to Gross advances (%) 1.0%%
Net NPAto Net advances (%) 0.48%
D Movement of NPAs (Gross)
Opening Balance as on 01.04.18 17,049
Additions during the period 8,946
Reductions during the period 8,181
Closing Balance as on 30.09.2018 17,814




E Movement of provisionfor NPAs
Openingas on 01.04.18 9,592
Provision made till 3.09.18 4,185
Write off 3,048
Write back of excess provisions 791
Any other adjustments, including transfers between provisiq 0
Closing as on 8.09.2018 9,938
Particulars Amount (Rsin mio)
Write offs looked directly to income statement Refer to E above
Recoveries booked directly to income statement 117

(f) Non Performing Investments and Movement of provision for depreciation on Non Performing

Investments
(Rsin mio)
A Amount of NonPerforming Investrants 290
B Amount of provisions held for neperforming investments 271
C Movement of provisions for depreciation on investments
Openingas on 01.048 2086
Add: Provisions made till(B09.18 1848
Less: Writeoff/ write-back of excessrpvisions -
Closing Balance as or0®9.18 3934
(9) Major Industry Break up of NPA and Provision
(Rsin mio)
Industry Gross NPA| Specific Provision
NPA in Top 5 Industry 19 12
(h) Geography wise Distribution of NPA and Provision
(Rsin mio)
Geography Gross NPA Specific Provision
Domestic 17,814 9,938
Overseas - -
Total 17,814 9,938

DF-4: Credit risk: Disclosures for Portfolios Subject to the Standardised Approach

As per the Basel Il guidelines on Standardised approach, the risk weight am categories of domestic
counter parties is determined based on the external rating assigned by any one of the accredited rating
agencies, i.e. CRISIL, ICRA, CARE, India Rating Pvt. Ltd, Brickworks Ratings India Pvt. Ltd and
SMERA. For Foreign counterpare s and banks, rating assigned by

Bank computes risk weight on the basis of external rating assigned, both Long Term and Short Term, for
the facilities availed by the borrower. The external ratings assigned are gerexilly $pecific. Bank
follow below mentioned procedures as laid down in Basel Il guidelines for usage of external ratings:

i Ratings assigned by one rating agency are used for all the types of claims on the borrowing entity.

1 Long term ratings are used fiacilities with contractual maturity of one year & above. Short term
ratings are generally applied for facilities with contractual maturity of less than one year.

9 If either the short term or long term ratings attracts 150% risk weight on any of the ctaims
borrower, Bank assigns uniform risk weight of 150% on all the unrated claims, both short term and
long term unless the exposure is subjected to credit risk mitigation.



1 In case of multiple ratings, if there are two ratings assigned to the facaityrthps to different
risk weights, the rating that maps to higher risk weight is used. In case of three or more ratings, the
ratings corresponding to the two lowest risk weights is referred to and the higher of those two risk
weights is be applied. i.eha second lowest risk weight.

9 For securitized and guaranteed transactions, SO ratings assigned by the rating agency are appliec
for arriving at the risk weights.

Risk Weight-wise distribution of Gross Credit Exposures

Category Rs in mio.

Below 100% Ksk Weights 2,159,463
100% Risk Weights 647,004

More than 100% Risk Weights 321,735

Deducted -

DF-5: Credit risk mitigation: Disclosures for standardised approach

Bank mitigates credit exposure with eligible collaterals and guarantees to reduedthask of obligors

as stipulated under Basel Il. In principle with mitigating credit risk, Bank has put in place a comprehensive
Policy on Credit Risk Mitigants and Collaterals for recognizing the eligible collaterals and guarantors for
netting the expsures and reducing the credit risk of obligors. Basic procedures and descriptions of controls
as well as types of standard/acceptable collaterals, guarantees necessary in granting credit, evaluatiol
methods for different types of credit and collateralp dpi cabl e fAhaircutso to
revaluation and release of coll ater al are stip
management and credit risk mitigant policy. The Bank uses net exposure for capital calculations after
taking cognizance of eligible financial collaterals. All collaterals and guarantees are recorded and the
details are linked to individual accounts. Perfection of security interest, date, currency and correlation
between collateral and counterparty are alswiczred.

As lending is subject to default risk, Bank accepts collateral securities to minimize the impact of loss and
consequently reducing the credit risk. The type of collaterals is determined based on the nature of facility,
product type, counter pgrrisk and its credit quality. However, as explained earlier, collateral is not the
sole criteria for granting credit. For Corporate and SME clients, working capital facility is generally
secured by charge on current assets and Term loan is secureddsy amhdixed assets. In case of project
financing, Bank generally stipulates escrow of receivables/project cash flows along with the charge on
underlying project assets. The credit risk policy clearly defines the types of secondary securities and
minimum percentage in relation to the total exposures that is required to be obtained in case of credit
granted to obligors falling outside the preferred rating grade. Credit facilities are also granted against the
security of assets such as cash deposits, NSCarmjea, mortgages, pledge of shares and commaodities,
bank guarantees, accepted bills of exchange, assignment of receivables etc. The credit facilities, in terms o
risk policies, are secured by secondary collaterals such as cash deposits, NSC, guanagaegsmfixed

assets etc. Bank also grants unsecured credit to the borrowers with high standing and low credit risk
profile. Customers under Credit card programme are assessed by means of comprehensive custome
selection parameters.

For Business Bankinglients, who are driven by product programmes and templated scoring models, the
facilities are ordinarily secured by adequate collaterals. The programmes have a robust mechanism for
collateral acceptance, valuation and monitoring.

In case of schematic galucts such as Home Loan, LAP, Auto Loan, etc., Loan to value ratio, margin and
valuation/revaluation of collaterals is defined in the respective product programme. The valuation is
generally carried out by the empanelled valuer of the Bank. Bank haputlso place approved product

paper on loan against warehouse receipts, shares and other securities. The margin, valuation anc
revaluation of the assets are specified in the product note.






