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NOTICE TO INVESTORS

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

Axis Capital Limited, BofA Securities India Limited, J.P. Morgan India Private Limited and Kotak Mahindra Capital
Company Limited (the “Book Running Lead Managers” or “BRLMSs”) have not separately verified all of the information
contained in this Preliminary Placement Document (financial, legal, or otherwise). Accordingly, neither the Book Running
Lead Managers, nor any of their respective shareholders, employees, counsels, officers, directors, representatives, agents,
associates or affiliates make any express or implied representation, warranty or undertaking, and no responsibility or liability
is accepted by the Book Running Lead Managers or any of their respective shareholders, employees, counsels, officers,
directors, representatives, agents, associates or affiliates as to the accuracy or completeness of the information contained in
this Preliminary Placement Document or any other information supplied in connection with the Issue of the Equity Shares or
their distribution.]

Each person receiving this Preliminary Placement Document acknowledges that such person has not relied on any of the Book
Running Lead Managers or on any of their respective shareholders, employees, counsels, officers, directors, representatives,
agents, associates or affiliates in connection with such person’s investigation of the accuracy of such information or such
person’s investment decision, and each such person must rely on its own examination of our Group, including, the merits and
risks involved in investing in the Equity Shares issued pursuant to the Issue.

No person is authorised to give any information or make any representation not contained in this Preliminary Placement
Document and any information or representation not so contained must not be relied upon as having been authorised by or on
behalf of our Bank, or by or on behalf of the Book Running Lead Managers. Unless otherwise stated, all information in this
Preliminary Placement Document is provided as of the date of this Preliminary Placement Document, and neither our Bank
nor the BRLMs have any obligation to update such information to a later date. Accordingly, the delivery of this Preliminary
Placement Document at any time does not imply that the information contained in it is correct as of any time subsequent to
its date.

The Equity Shares offered in the Issue have not been and will not be registered under the U.S. Securities Act, or the
securities laws of any state of the United States and may not be offered or sold in the United States except pursuant to
an exemption from, or in a transaction not subject to, the registration requirements of the U.S. Securities Act and any
applicable state securities laws. Accordingly, the Equity Shares offered in the Issue are being offered and sold (a) in
the United States only to persons reasonably believed to be U.S. QIBs in transactions exempt from, or not subject to,
the registration requirements of the Securities Act, and (b) outside the United States in “offshore transactions”, as
defined in and in reliance on Regulation S and the applicable laws of the jurisdictions where those offers, and sales are
made. See “Selling Restrictions” on page 741 for information about eligible offerees for the Issue and “Transfer
Restrictions” on page 748 for information about transfer restrictions that apply to the Equity Shares sold in the Issue.

Subscribers and purchasers of the Equity Shares will be deemed to make the representations, warranties,
acknowledgements and agreements set forth in “Representations by Investors”, “Selling Restrictions” and “Transfer
Restrictions” on pages 3, 741 and 748 respectively of this Preliminary Placement Document.

The information contained in this Preliminary Placement Document has been provided by our Bank and from other sources
identified herein. Within the United States, this Preliminary Placement Document is being provided only to persons who are
reasonably believed to be U.S. QIBs. The distribution of this Preliminary Placement Document or the disclosure of its contents
without the prior consent of the Bank to any person, other than Eligible QIBs whose names are recorded by our Bank prior to
the invitation to subscribe to the Issue in consultation with the Book Running Lead Managers or their representatives and
those retained by Eligible QIBs to advise them with respect to their subscription of the Equity Shares, is unauthorized and
prohibited. Each prospective investor, by accepting delivery of this Preliminary Placement Document, agrees to observe the
foregoing restrictions and to make no copies of this Preliminary Placement Document or any documents referred to in this
Preliminary Placement Document. Any reproduction or distribution of this Preliminary Placement Document in the United
States, in whole or in part, and any disclosure of its contents to any other person is prohibited.

The distribution of this Preliminary Placement Document and the issue of the Equity Shares may be restricted in certain
jurisdictions by applicable laws. As such, this Preliminary Placement Document does not constitute, and may not be used for,
or in connection with, an offer or solicitation by anyone in any jurisdiction in which such offer or solicitation is not authorised
or to any person to whom it is unlawful to make such offer or solicitation. In particular, no action has been taken by our Bank
and the Book Running Lead Managers which would permit an offering of the Equity Shares or distribution of this Preliminary
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Placement Document in any jurisdiction, other than India, where action for that purpose is required. Accordingly, the Equity
Shares may not be offered or sold, directly or indirectly, and neither this Preliminary Placement Document, nor any offering
material in connection with the Equity Shares may be distributed or published in or from any country or jurisdiction, except
under circumstances that will result in compliance with any applicable rules and regulations of any such country or
jurisdiction. For further details, see “Selling Restrictions” on page 741.

The prospective investor should not construe the contents of this Preliminary Placement Document as legal, tax, accounting
or investment advice. The prospective investors should consult their own counsel and advisors as to business, legal, tax,
accounting and related matters concerning the Issue. In addition, neither our Bank nor the Book Running Lead Managers are
making any representation to any investor, purchaser, offeree or subscriber to the Equity Shares in relation to this Issue
regarding the legality of an investment in the Equity Shares by such investor, purchaser, offeree or subscriber under applicable
legal, investment or similar laws or regulations. The prospective investors of the Equity Shares should conduct their own due
diligence on the Equity Shares and our Bank.

Each Bidder is deemed to have acknowledged, represented and agreed that it is an Eligible QIB and it is eligible to invest in
India and in our Bank under Indian law, including under Chapter VI of the SEBI ICDR Regulations and Section 42 of the
Companies Act, 2013, read with Rule 14 of the PAS Rules and that it is not prohibited by SEBI or any other statutory,
regulatory or judicial authority in India or any other jurisdiction from buying, selling or dealing in the securities including the
Equity Shares or otherwise accessing the capital markets in India.

Each subscriber of the Equity Shares also acknowledges that it has been afforded an opportunity to request from our Bank
and review information pertaining to our Bank and the Equity Shares.

This Preliminary Placement Document does not purport to contain all the information that any Eligible QIB may require. This
Preliminary Placement Document contains summaries of certain terms of documents, which summaries are qualified in their
entirety by the terms and conditions of such documents. Further, this Preliminary Placement Document has been prepared for
information purposes in relation to this Issue only and upon the express understanding that it will be used for the purposes set
forth herein.

The information on our Bank’s website, www.federalbank.co.in, and any website directly and indirectly linked to the website
of our Bank or on the respective websites of the Book Running Lead Managers and of their affiliates, does not constitute nor
form part of this Preliminary Placement Document. The prospective investors should not rely on any such information
contained in, or available through, any such websites.

NOTICE TO INVESTORS IN CERTAIN OTHER JURISDICTIONS

For information to investors in certain other jurisdictions, see “Selling Restrictions” and “Transfer Restrictions” on page 741
and 748.



REPRESENTATIONS BY INVESTORS

All references to “you” and “your” in this section are to the prospective investors in the Issue. By Bidding for and/or
subscribing to any Equity Shares under this Issue, you are deemed to have represented, warranted, acknowledged and agreed
to our Bank and the Book Running Lead Managers, as follows:

1.

10.

Your decision to subscribe to the Equity Shares to be issued pursuant to the Issue has not been made based on any
information relating to our Bank which is not set forth in this Preliminary Placement Document;

You are a “Qualified Institutional Buyer” as defined in Regulation 2(1)(ss) of the SEBI ICDR Regulations and not
excluded pursuant to Regulation 179(2)(b) of the SEBI ICDR Regulations, having a valid and existing registration
under applicable laws and regulations of India, and undertake to (i) acquire, hold, manage or dispose of any Equity
Shares that are Allotted (hereinafter defined) to you in accordance with Chapter VI of the SEBI ICDR Regulations,
the Companies Act, 2013 and all other applicable laws; and (ii) comply with all requirements under applicable law
in this relation, including reporting obligations, requirements/ making necessary filings, if any, in connection with
the Issue;

You are eligible to invest in India under applicable law, including the FEMA Rules (as defined hereinafter) and any
notifications, circulars or clarifications issued thereunder, and have not been prohibited by SEBI, RBI or any other
regulatory authority, statutory authority or otherwise, from buying, selling or dealing in securities or otherwise
accessing capital markets in India;

If you are not a resident of India, but are an Eligible QIB, (i) you are a foreign portfolio investor, and you confirm
that you are an Eligible FPI as defined in this Preliminary Placement Document and have a valid and existing
registration with SEBI under the applicable laws in India, or (ii) a multilateral or bilateral development financial
institution and can participate in the Issue only under Schedule Il of FEMA Rules and you are eligible to invest in
India under applicable law, including FEMA Rules, and any other notifications, circulars or clarifications issued
thereunder. You will make all necessary filings with appropriate regulatory authorities, including RBI, as required
pursuant to applicable laws. You have not been prohibited by SEBI, RBI or any other regulatory authority, from
buying, selling or dealing in securities or otherwise accessing the capital markets. Since FVCls are not permitted to
participate in the Issue, you confirm that you are not a FVCI;

You are eligible to invest in and hold the Equity Shares of the Bank in accordance with the FDI Policy, read along
with the press note no. 3 (2020 Series), dated April 17, 2020, issued by the Department for Promotion of Industry
and Internal Trade, Government of India and the related amendments to the FEMA Rules, wherein if the beneficial
owner of the Equity Shares is situated in or is a citizen of a country which shares land border with India, foreign
direct investments can only be made through the Government approval route, as prescribed in the FEMA Rules;

You will provide the information as required under the Companies Act, 2013 and the PAS Rules for record keeping
by our Bank, including your name, complete address, phone number, e-mail address, permanent account number and
bank account details and such other details as may be prescribed or otherwise required even after the closure of the
Issue;

If you are Allotted Equity Shares pursuant to the Issue, you shall not sell the Equity Shares so acquired, for a period
of one year from the date of Allotment (hereinafter defined), except on the Stock Exchanges. Please note additional
requirements or requirements apply if you are within the United States. For details, see “Selling Restrictions” and
“Transfer Restrictions” on page 741 and 748respectively;

You are aware that this Preliminary Placement Document has not been, and will not be, filed as a prospectus with
the RoC under the Companies Act, 2013, the SEBI ICDR Regulations or under any other law in force in India and,
no Equity Shares will be offered in India or overseas to the public or any members of the public in India or any other
class of investors, other than Eligible QIBs. This Preliminary Placement Document has not been reviewed, verified
or affirmed by SEBI, the RBI, the RoC, the Stock Exchanges or any other regulatory or listing authority and is
intended only for use by Eligible QIBs. The Placement Document shall be filed with the Stock Exchanges for record
purposes only and be displayed on the websites of our Bank and the Stock Exchanges;

You are entitled to subscribe for and acquire the Equity Shares under the laws of all relevant jurisdictions applicable
to you and that you have fully observed such laws and you have all necessary capacity and have obtained all necessary
consents and authorities, as may be required and complied with and shall comply with all necessary formalities to
enable you to participate in the Issue and to perform your obligations in relation thereto (including without limitation,
in the case of any person on whose behalf you are acting, all necessary consents and authorizations to agree to the
terms set out or referred to in this Preliminary Placement Document), and will honor such obligations;

Neither our Bank, the Book Running Lead Managers nor any of their respective shareholders, directors, officers,
employees, counsels, representatives, agents or affiliates are making any recommendations to you or advising you
regarding the suitability of any transactions it may enter into in connection with the Issue and your participation in
the Issue is on the basis that you are not, and will not, up to the Allotment of the Equity Shares, be a client of the
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11.

12.

13.

14.

15.

16.

17.

18.

Book Running Lead Managers. Neither the Book Running Lead Managers nor any of their respective shareholders,
directors, officers, employees, counsels, representatives, agents or affiliates has any duty or responsibility to you for
providing the protection afforded to their clients or customers or for providing advice in relation to the Issue and are
not in any way acting in any fiduciary capacity;

All statements other than statements of historical fact included in this Preliminary Placement Document, including,
without limitation, those regarding our financial position, business strategy, plans and objectives of management for
future operations (including development plans and objectives relating to our business), are forward-looking
statements. Such forward-looking statements involve known and unknown risks, uncertainties and other important
factors that could cause actual results to be materially different from future results, performance or achievements
expressed or implied by such forward-looking statements. Such forward-looking statements are based on numerous
assumptions regarding our present and future business strategies and environment in which we will operate in the
future. You should not place undue reliance on forward-looking statements, which speak only as of the date of this
Preliminary Placement Document. Neither our Bank, nor the Book Running Lead Managers or any of their respective
shareholders, directors, officers, employees, counsels, representatives, agents or affiliates assumes any responsibility
to update any of the forward-looking statements contained in this Preliminary Placement Document;

You are aware that the Equity Shares are being offered only to Eligible QIBs on a private placement basis and are
not being offered to the general public, or any other category of investors other than the Eligible QIBs and the
Allotment shall be on a discretionary basis at the discretion of our Bank in consultation with the Book Running Lead
Managers;

You have made, or been deemed to have made, as applicable, the representations, warranties, acknowledgments and
undertakings as set out under “Selling Restrictions” and “Transfer Restrictions” on pages 741 and 748, respectively
and you warrant that you will comply with such representations, warranties, acknowledgments and undertakings;

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

You are not acquiring or subscribing for the Equity Shares as a result of any general solicitation or general advertising
(as those terms are defined in Regulation D under the U.S. Securities Act) or directed selling efforts (as defined in
Regulation S) and you understand and agree that offers and sales (a) in the United States, are being made in reliance
on an exemption to the registration requirements of the Securities Act provided by Section 4(a)(2) under the
Securities Act, Rule 144A or another available exemption from registration under the Securities Act, and the Equity
Shares may not be eligible for resale under Rule 144A thereunder; and (b) outside the United States, are being made
in “offshore transactions” as defined in and in reliance on Regulation S;

In making your investment decision, you have (i) relied on your own examination of our Group and the terms of the
Issue, including the merits and risks involved, (ii) made and will continue to make your own assessment of our Group
the Equity Shares and the terms of the Issue based on such information as is publicly available, (iii) consulted your
own independent counsels and advisors or otherwise have satisfied yourself concerning, the effects of local laws
(including tax laws), (iv) relied solely on the information contained in this Preliminary Placement Document and no
other disclosure or representation by our Bank or any other party, (v) received all information that you believe is
necessary or appropriate in order to make an investment decision in respect of our Bank and the Equity Shares, and
(vi) relied upon your own investigation and resources in deciding to invest in the Issue;

Neither the Book Running Lead Managers nor any of their respective shareholders, directors, officers, employees,
counsels, representatives, agents or affiliates, has provided you with any tax advice or otherwise made any
representations regarding the tax consequences of purchase, ownership and disposal of the Equity Shares (including
the Issue and the use of proceeds from the Equity Shares). You will obtain your own independent tax advice from a
reputable service provider and will not rely on the Book Running Lead Managers or any of their respective
shareholders, directors, officers, employees, counsels, representatives, agents or affiliates, when evaluating the tax
consequences in relation to the Equity Shares (including, in relation to the Issue and the use of proceeds from the
Equity Shares). You waive, and agree not to assert any claim against, either of the Book Running Lead Managers or
any of their respective shareholders, directors, officers, employees, counsels, representatives, agents or affiliates,
with respect to the tax aspects of the Equity Shares or as a result of any tax audits by tax authorities, wherever
situated;

You are a sophisticated investor and have such knowledge and experience in financial business and investment
matters as to be capable of evaluating the merits and risks of the investment in the Equity Shares and you and any
managed accounts for which you are subscribing to the Equity Shares (i) are each able to bear the economic risk of
the investment in the Equity Shares, (ii) will not look to our Bank and/or the Book Running Lead Managers or any
of their respective shareholders, directors, officers, employees, counsels, representatives, agents or affiliates, for all
or part of any such loss or losses that may be suffered in connection with the Issue, including losses arising out of
non-performance by the Bank of any of its respective obligations or any breach of any representations and warranties
by the Bank, whether to you or otherwise, (iii) are able to sustain a complete loss on the investment in the Equity
Shares, (iv) have no need for liquidity with respect to the investment in the Equity Shares, and (v) have no reason to
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19.

20.

21.

22.

23.

24.

25.

26.

27.

anticipate any change in your or their circumstances or any accounts for which you are subscribing, financial or
otherwise, which may cause or require any sale or distribution by you or them of all or any part of the Equity Shares.
You are seeking to subscribe to the Equity Shares in the Issue for your own investment and not with a view to resell
or distribute;

If you are acquiring the Equity Shares for one or more managed accounts, you represent and warrant that you are
authorized in writing, by each such managed account to acquire the Equity Shares for each managed account and
make the representations, warranties, acknowledgements, undertakings and agreements herein for and on behalf of
each such account, reading the reference to ‘you’ to include such accounts;

You are not a ‘promoter’ of our Bank (as defined under the SEBI ICDR Regulations or the Companies Act, 2013);

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

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

a. Eligible QIBs “belonging to the same group” shall mean entities where (a) any of them controls, directly or
indirectly, through its subsidiary or holding company, not less than 15% of the voting rights in the other;
(b) any of them, directly or indirectly, by itself, or in combination with other persons, exercise control over
the others; or (c) there is a common director, excluding nominee and independent directors, amongst an
Eligible QIBs, its subsidiary or holding company and any other Eligible QIB; and

b. ‘Control” shall have the same meaning as is assigned to it under the SEBI Takeover Regulations.

You are aware that in accordance with Section 12B of the Banking Regulation Act, 1949 read with the RBI
(Acquisition and Holding of Shares of Voting in Banking Companies) Directions, 2023, dated January 16, 2023 and
the Guidelines On Acquisition and Holding of Shares or Voting Rights in Banking Companies, dated January 16,
2023, no person (along with his relatives, associate enterprises or persons acting in concert with) can acquire or hold
5% or more of the total paid-up share capital of our Bank, or be entitled to exercise 5% or more of the total voting
rights of our Bank, without prior approval of the RBI. Accordingly, you hereby represent that your (direct or indirect)
aggregate holding in the paid-up share capital of our Bank, whether beneficial or otherwise:

a. after subscription to the Equity Shares in the Issue by you, your relatives, your associate enterprises or
persons acting in concert with you, aggregated with any pre-Issue shareholding in the Bank of you, your
relatives, your associate enterprises or persons acting in concert; or

b. after subscription to the Equity Shares in the Issue by you aggregated with any pre-Issue shareholding in
our Bank of you, your relatives, your associate enterprises or persons acting in concert with you, shall not
amount to 5% or more of the total paid-up share capital of our Bank or would not entitle you to exercise 5%
or more of the total voting rights of our Bank, except with the prior approval of the RBI.

You are aware that (i) applications for in-principle approval, in terms of Regulation 28 of the SEBI Listing
Regulations, for listing and admission of the Equity Shares and for trading on the Stock Exchanges, were made and
approval has been received from each of the Stock Exchanges, and (ii) final applications will be made for obtaining
listing and trading approvals from the Stock Exchanges, and that there can be no assurance that such approvals will
be obtained on time or at all. Neither our Bank nor the Book Running Lead Managers nor any of their respective
shareholders, directors, officers, employees, counsels, representatives, agents or affiliates shall be responsible for
any delay or non-receipt of such final listing and trading approvals or any loss arising therefrom;

You shall not undertake any trade in the Equity Shares credited to your beneficiary account with the Depository
Participant until such time that the final listing and trading approvals for the Equity Shares are issued by the Stock
Exchanges;

You are aware that in terms of the requirements of the Companies Act, 2013 upon Allocation, the Bank will be
required to disclose names and percentage of post-Issue shareholding of the proposed Allottees in the Placement
Document. However, disclosure of such details in relation to the proposed Allottees in the Placement Document will
not guarantee Allotment to them, as Allotment in the Issue shall continue to be at the sole discretion of the Bank, in
consultation with the Book Running Lead Managers;

You agree in terms of Section 42 of the Companies Act, 2013 and Rule 14 of the PAS Rules, that our Bank shall
make necessary filings with the RoC as may be required under the Companies Act, 2013;
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You acknowledge that this Preliminary Placement Document does not, and the Placement Document shall not confer
upon or provide you with any right of renunciation of the Equity Shares offered through the Issue in favour of any
person;

You are aware that if you, together with any other Eligible QIBs belonging to the same group or under common
control, are Allotted 5% or more of the Equity Shares in this Issue, our Bank shall be required to disclose the name
of such Allottees and the number of Equity Shares Allotted to the Stock Exchanges and the Stock Exchanges will
make the same available on their website and you consent to such disclosures being made by our Bank;

You are aware and understand that the Book Running Lead Managers have entered into a Placement Agreement with
our Bank, whereby the Book Running Lead Managers have, subject to the satisfaction of certain conditions set out
therein, severally and not jointly, undertaken to use their reasonable efforts to seek to procure subscription for the
Equity Shares on the terms and conditions set out therein;

The contents of this Preliminary Placement Document are exclusively the responsibility of our Bank and that neither
the Book Running Lead Managers nor any person acting on its or their behalf or any of the counsels or advisors to
the Issue has or shall have any liability for any information, representation or statement contained in this Preliminary
Placement Document or any information previously published by or on behalf of our Bank and will not be liable for
your decision to participate in the Issue based on any information, representation or statement contained in this
Preliminary Placement Document or otherwise. By accepting participation in the Issue, you agree to the same and
confirm that the only information you are entitled to rely on, and on which you have relied in committing yourself
to acquire the Equity Shares is contained in this Preliminary Placement Document, such information being all that
you deem necessary to make an investment decision in respect of the Equity Shares, and you have neither received
nor relied on any other information, representation, warranty or statement made by, or on behalf of, the Book Running
Lead Managers or our Bank or any other person and neither the Book Running Lead Managers nor our Bank or any
of their respective affiliates, including any view, statement, opinion or representation expressed in any research
published or distributed by them, and the Book Running Lead Managers and their respective affiliates will not be
liable for your decision to accept an invitation to participate in the Issue based on any other information,
representation, warranty, statement or opinion;

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

You acknowledge that (i) an investment in the Equity Shares involves a high degree of risk and that the Equity Shares
are, therefore, a speculative investment, (ii) you have sufficient knowledge, sophistication and experience in financial
and business matters so as to be capable of evaluating the merits and risk of the purchase of the Equity Shares, and
(iii) you are experienced in investing in private placement transactions of securities of companies in a similar stage
of development and in similar jurisdictions and have such knowledge and experience in financial, business and
investments matters that you are capable of evaluating the merits and risks of your investment in the Equity Shares;

You are a sophisticated investor who is seeking to purchase the Equity Shares for your own investment and not with
a view to distribute. You are subscribing to the Equity Shares to be issued pursuant to the Issue in accordance with
applicable laws and by participating in this Issue, you are not in violation of any applicable law, including but not
limited to the SEBI Insider Trading Regulations, the Securities and Exchange Board of India (Prohibition of
Fraudulent and Unfair Trade Practices relating to Securities Market) Regulations, 2003, as amended, and the
Companies Act, 2013;

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

You understand that the Equity Shares have not been and will not be registered under the Securities Act or with any
securities regulatory authority of any state of the United States and accordingly, may not be offered or sold within
the United States, except pursuant to an exemption from, or in a transaction not subject to, the registration
requirements of the U.S. Securities Act and applicable state securities laws.

If you are within the United States, you are a U.S. QIB, who is or are acquiring the Equity Shares for your own
account or for the account of an institutional investor who also meets the definition of a U.S. QIB, for investment
purposes only, and not with a view to, or for reoffer or resale in connection with, the distribution (within the meaning
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of any United States securities laws) thereof in whole or in part, are not an affiliate of our Bank or a person acting
on behalf of such an affiliate;

If you are outside the United States, you are subscribing for the Equity Shares in an “offshore transaction” as defined
in and in reliance on Regulation S and in compliance with laws of all jurisdictions applicable to you, and are not our
Bank’s or the BRLMs’ affiliate or a person acting on behalf of such an affiliate;

You are not acquiring or subscribing for the Equity Shares as a result of any general solicitation or general advertising
(as those terms are defined in Regulation D under the Securities Act) or “directed selling efforts” (as defined in
Regulation S) and you understand and agree that offers and sales are being made in reliance on an exemption to the
registration requirements of the U.S. Securities Act;

You understand and agree that the Equity Shares are transferable only in accordance with the restrictions described
under the sections “Selling Restrictions” and “Transfer Restrictions” on pages 741 and 748, respectively.
Particularly, you represent and agree that you will only reoffer, resell, pledge or otherwise transfer the Equity Shares
only (A) (i) to a person whom the beneficial owner and/or any person acting on its behalf reasonably believes is a
U.S. QIB in a transaction meeting the requirements of Rule 144A under the Securities Act, (ii) in an “offshore
transaction” complying with Regulation S under the Securities Act and (B) in accordance with all applicable laws,
including the securities laws of the states of the United States, you understand that the transfer restrictions will remain
in effect under the Bank determines, in its sole discretion, to remove them;

You confirm that neither is your investment as an entity of a country which shares land border with India nor is the
beneficial owner of your investment situated in or a citizen of such country (in each which case, investment can only
be through the Government approval route), and that your investment is in accordance with press note no. 3 (2020
Series), dated April 17, 2020, issued by the Department for Promotion of Industry and Internal Trade, Government
of India, and Rule 6 of the FEMA Rules;

Each of the representations, warranties, acknowledgements and agreements set out above shall continue to be true
and accurate at all times up to and including the Allotment, listing and trading of the Equity Shares in the Issue. You
agree to indemnify and hold our Bank and the Book Running Lead Managers and their respective affiliates and their
respective directors, officers, employees and controlling persons harmless from any and all costs, claims, liabilities
and expenses (including legal fees and expenses) arising out of or in connection with any breach of the foregoing
representations, warranties, acknowledgements, agreements and undertakings made by you in this Preliminary
Placement Document. You agree that the indemnity set out in this paragraph shall survive the resale of the Equity
Shares by, or on behalf of, the managed accounts;

Our Bank, the Book Running Lead Managers, their respective affiliates, directors, officers, employees and
controlling persons and others will rely on the truth and accuracy of the foregoing representations, warranties,
acknowledgements and undertakings, which are given to the Book Running Lead Managers on their own behalf and
on behalf of our Bank, and are irrevocable;

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

The Bid made by you would not result in triggering a tender offer under the SEBI Takeover Regulations; and

You have no right to withdraw your Application Form or revise your Bid downwards after the Issue Closing Date
(as defined hereinafter).



OFFSHORE DERIVATIVE INSTRUMENTS

Subject to compliance with all applicable Indian laws, rules, regulations, guidelines, and approvals in terms of Regulation 21
of the SEBI FPI Regulations, FPIs, including the affiliates of the Book Running Lead Managers, who are registered as category
| FPIs can issue, subscribe and deal in offshore derivative instruments (as defined under the SEBI FPI Regulations, i.e., as
any instrument, by whatever name called, which is issued overseas by a FPI against securities held by it in India, as its
underlying) (all such offshore derivative instruments are referred to herein as “P-Notes”) and persons who are eligible for
registration as category | FPIs can subscribe to or deal in such P-Notes, provided that in the case of an entity that has an
investment manager who is from the Financial Action Task Force member country, such investment manager shall not be
required to be registered as a Category | FPI. The above-mentioned category | FPIs may receive compensation from the
purchasers of such instruments. In terms of Regulation 21 of SEBI FPI Regulations, P-Notes may be issued only by such
persons who are registered as Category | FPIs and they may be issued only to persons eligible for registration as Category |
FPIs, subject to exceptions provided in the SEBI FPI Regulations and compliance with ‘know your client’ requirements, as
specified by SEBI and subject to compliance with such other conditions as may be specified by SEBI from time to time. An
Eligible FPI shall also ensure that no transfer of any instrument referred to above is made to any person unless such FPIs are
registered as Category | FPIs and such instrument is being transferred only to persons eligible for registration as Category |
FPIs subject to requisite consents being obtained in terms of Regulation 21 of SEBI FPI Regulations. P-Notes have not been,
and are not being offered, or sold pursuant to this Preliminary Placement Document and the Placement Document. This
Preliminary Placement Document does not contain any information concerning P-Notes or the issuer(s) of any P-Notes,
including, without limitation, any information regarding any risk factors relating thereto.

Subject to certain relaxations provided under Regulation 22(4) of the SEBI FPI Regulations, investment by a single FPI
including its investor group (multiple entities registered as FPIs and directly or indirectly, having common ownership of more
than 50% or common control) is not permitted to be 10% or more of our post-lssue Equity Share capital on a fully diluted
basis. The SEBI has, vide a circular dated November 5, 2019, issued the operational guidelines for FPIs, designated depository
participants and eligible foreign investors (the “FPI Operational Guidelines”), to facilitate implementation of the SEBI FPI
Regulations. In terms of such FPI Operational Guidelines, the above-mentioned restrictions shall also apply to subscribers of
offshore derivative instruments and two or more subscribers of offshore derivative instruments having common ownership,
directly or indirectly, of more than 50% or common control shall be considered together as a single subscriber of the offshore
derivative instruments. Further, in the event a prospective investor has investments as an FPI and as a subscriber of offshore
derivative instruments, these investment restrictions shall apply on the aggregate of the FPI and offshore derivative
instruments investments held in the underlying company. Further, in accordance with Press Note No. 3 (2020 Series), dated
April 17, 2020, read with the FDI Policy, issued by the Department for Promotion of Industry and Internal Trade, Government
of India, investments where the entity is of a country which shares land border with India or where the beneficial owner of
the Equity Shares is situated in or is a citizen of a country which shares land border with India, can only be made through the
Government approval route, as prescribed in the FDI Policy and FEMA rules. These investment restrictions shall also apply
to subscribers of offshore derivative instruments.

Affiliates of the BRLMSs which are Eligible FPIs may purchase, to the extent permissible under law, the Equity Shares in the
Issue, and may issue P-Notes in respect thereof. Any P-Notes that may be issued are not securities of our Bank and do not
constitute any obligation of, claims on or interests in our Bank. Our Bank has not participated in any offer of any P-Notes, or
in the establishment of the terms of any P-Notes, or in the preparation of any disclosure related to any P-Notes. Any P-Notes
that may be offered are issued by and are the sole obligations of, third parties that are unrelated to our Bank. Our Bank, and,
the BRLMs do not make any recommendation as to any investment in P-Notes and do not accept any responsibility whatsoever
in connection with any P-Notes. Any P-Notes that may be issued are not securities of the BRLMs and does not constitute any
obligations of or claims on the BRLMs.

Bidders interested in purchasing any P-Notes have the responsibility to obtain adequate disclosures as to the issuer(s)
of such P-Notes and the terms and conditions of any such P-Notes from the issuer(s) of such P-Notes. Neither SEBI
nor any other regulatory authority has reviewed or approved any P-Notes, or any disclosure related thereto. Bidders
are urged to consult their own financial, legal, accounting and tax advisors regarding any contemplated investment in
P-Notes, including whether P-Notes are issued in compliance with applicable laws and regulations.

Also see “Selling Restrictions” and “Transfer Restrictions” on pages 741 and 748, respectively.



DISCLAIMER CLAUSE OF THE STOCK EXCHANGES AND RBI
Disclaimer clause of the Stock Exchanges

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

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

(2) warrant that the Equity Shares will be listed or will continue to be listed on the Stock Exchanges; or

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

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

Disclaimer clause of RBI

A license authorizing the Bank to carry on business had been obtained from the Reserve Bank of India in terms of Section 22
of the Banking Regulation Act, 1949 and thereafter, a licence authorizing the Bank to carry on the business as a scheduled
commercial bank under the second schedule of the Reserve Bank of India Act, 1934 was obtained. It must be distinctly
understood, however, that in issuing the license, the Reserve Bank of India does not undertake any responsibility for the
financial soundness of the Bank or for the correctness of any of the statements made or opinion expressed in this connection.



PRESENTATION OF FINANCIAL AND OTHER INFORMATION

In this Preliminary Placement Document, unless otherwise specified or the context otherwise indicates or implies, references
to ‘you’, ‘your’, ‘offeree’, ‘purchaser’, ‘subscriber’, ‘recipient’, ‘investors’, ‘prospective investors’ and ‘potential investor’
are to the Eligible QIBs who are the prospective investors in the Equity Shares issued pursuant to the Issue, references to “the
Bank” or “our Bank” are to The Federal Bank Limited, on a standalone basis. References herein to “we”, “our” and “us” are
to the Bank on a consolidated basis (except for references to “our” or “our Bank’s” financial or operational metrics, which

are on a standalone basis).

In this Preliminary Placement Document, references to ‘INR’, ‘X’, ‘Rs.’, ‘Indian Rupees’ and ‘Rupees’ are to the legal
currency of India and to “‘USD’, ‘U.S. Dollars’ and ‘US$’ are to the legal currency of the United States. All references herein
to ‘India’ are to the Republic of India and its territories and possessions and the ‘Government’ or the ‘Central Government’
or the ‘State Government’ are to the Government of India, central or state, as applicable.

References to the singular also refer to the plural and one gender also refers to any other gender, wherever applicable. Our
Bank publishes its Financial Statements in Indian Rupees.

The standalone financial statements as at and for the years ended March 31, 2023, March 31, 2022, and March 31, 2021 have
been prepared in accordance with Indian GAAP and the provisions of Banking Regulation Act, 1949 read with relevant
guidelines and directions issued by the RBI and the Companies Act, 2013 read along with rules thereunder (the “Audited
Standalone Financial Statements”). The audited consolidated financial statements as at and for the years ended March 31,
2023, March 31, 2022, and March 31, 2021, have been prepared in accordance with Indian GAAP and the provisions of
Banking Regulation Act, 1949 read with relevant guidelines and directions issued by the RBI and the Companies Act, 2013
read along with rules thereunder (the “Audited Consolidated Financial Statements”), the Unaudited Interim Consolidated
Financial Statements and the Unaudited Interim Standalone Financial Statements.

The fiscal year of our Bank commences on April 1 of each calendar year and ends on March 31 of the following calendar
year, and, unless otherwise specified or if the context requires otherwise, all references to a particular ‘financial year’, ‘Fiscal
Year’ or ‘FY” are to the twelve month period ended on March 31 of that year and references to a particular ‘year’ are to the
calendar year ending on December 31 of that year.

In this Preliminary Placement Document, we have included the (a) Audited Consolidated Financial Statements for Fiscal
2023, 2022 and 2021, (b) Audited Standalone Financial Statements for Fiscal 2023, 2022 and 2021, (c) Unaudited Interim
Consolidated Financial Statements for the three months ended June 30, 2023, and June 30, 2022, and the (d) Unaudited Interim
Standalone Financial Statements for the three months ended June 30, 2023 and June 30, 2022. In terms of the RBI guidelines
dated April 27, 2021, our Bank is required to appoint a minimum of two joint statutory auditors. The Bank has appointed
Varma & Varma, Chartered Accountants, and Borkar & Muzumdar, Chartered Accountants as its joint statutory auditors
(collectively, the “Joint Statutory Auditors”) pursuant to a shareholders’ resolution dated July 16, 2020. For details, see
“Our Statutory Auditors” on page 772. Our Unaudited Interim Consolidated Financial Statements, Audited Standalone
Financial Statements and Audited Consolidated Financial Statements have been prepared in accordance with the Indian GAAP
and Companies Act, 2013.

All amounts are in INR millions, thousands, or crores except share data which are given in absolute numbers.

There are significant differences between Indian GAAP, Ind AS, U.S. GAAP and IFRS. The Financial Information included
in this Preliminary Placement Document comprise of our audited financial statements for Fiscals 2023, 2022, 2021 and the
Unaudited Interim Condensed Consolidated Financial Statements prepared by the Bank in accordance with the provisions of
Section 29 of the Banking Regulation Act 1949, accounting principles generally accepted in India including the Accounting
Standards as prescribed under Section 133 of the Companies Act, 2013 as amended, read with Companies (Indian Accounting
Standards) Rules, 2015, as amended in so far as they apply to the Bank and circulars, guidelines and directions issued by
Reserve Bank of India from time to time.

The MCA (defined hereinafter) has notified the Companies (Indian Accounting Standards) Rules, 2015 on February 16, 2015.
Further, a press release was issued by MCA on January 18, 2016 outlining the roadmap for implementation of Indian
Accounting Standards (“IND AS”) converged with International Financial Reporting Standards (IFRS) for banks. Banks in
India were required to comply with the IND AS for financial statements for accounting periods beginning from April 1, 2018
onwards, with comparatives for the periods ending March 31, 2018 or thereafter.

On April 5, 2018, the RBI has announced deferment of implementation date by one year for scheduled commercial banks.
Subsequently, the RBI, through its notification dated March 22, 2019, decided to further defer the implementation of Ind AS
until further notice for all scheduled commercial banks. Further, there may be regulatory guidelines and clarifications in some
critical areas of Ind AS application, which the Bank will need to suitably incorporate in its implementation project as and
when those are issued. The Ind AS financial information that we may be required to prepare when applicable to us in the
future will therefore not be comparable to the financial information we currently prepare. For further information, see “Risk
Factors 55 — We have presented certain supplemental information of our performance and liquidity which is not prepared
under or required under Indian GAAP ” on page 59.
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Non-GAAP Financial Measures

Certain non-GAAP financial measures and certain other statistical information relating to our operations and financial
performance such as risk adjusted NIM, return on average equity, return on equity, average cost to deposit, dividend payout
ratio, cost to average asset, net interest income, slippage rate/ratio, book value per share, cost of funds ratio, casa, casa ratio,
yield on advances ratio, credit cost ratio, loan to deposit ratio, cost/income ratio, return on risk weighted assets have been
included in this Preliminary Placement Document. These may not be computed on the basis of any standard methodology that
is applicable across the industry and therefore may not be comparable to financial measures and statistical information of
similar nomenclature that may be computed and presented by other companies and are not measures of operating performance
or liquidity defined by Indian GAAP and may not be comparable to similarly titled measures presented by other companies.
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INDUSTRY AND MARKET DATA

The statistical information, industry and market data, information regarding our position in the market, growth rates and other
industry data pertaining to our business included in this Preliminary Placement Document relating to the industry in which
we operate has been extracted from publicly available documents from various sources, including officially prepared materials
from the Government and its various ministries, the Reserve Bank of India, the National Payments Corporation of India and
the Indian Banks’ Association. The accuracy and completeness of the industry sources and publications referred to by us, and
the underlying assumptions on which such sources and publications are based, are not guaranteed and their reliability cannot
be assured and, accordingly, investment decisions should not be based on such information.

Statements in this Preliminary Placement Document that are not statements of historical fact constitute “forward-looking
statements”. Such forward-looking statements are subject to various risks, assumptions and uncertainties and certain factors
could cause actual results or outcomes to materially differ. For further details, see “Forward-Looking Statements” on page
13.

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

The extent to which the market and industry data used in this Preliminary Placement Document is meaningful depends solely
on the reader’s familiarity with and understanding of the methodologies used in compiling such data. Such data involves risks,
uncertainties and numerous assumptions and is subject to change based on various factors, including those discussed in “Risk
Factors 57 — Statistical and industry data in this document may be incomplete or unreliable ” on page 59. The extent to which
the market and industry data used in this Preliminary Placement Document is meaningful depends on the reader’s familiarity
with and understanding of the methodologies used in compiling such data. Accordingly, investment decisions should not be
based solely on such information.
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FORWARD LOOKING STATEMENTS

Certain statements contained in this Preliminary Placement Document that are not statements of historical fact constitute
‘forward-looking statements’. The prospective investors can generally identify forward-looking statements by terminology
such as ‘aim’, ‘anticipate’, ‘believe’, ‘continue’, ‘can’, ‘could’, ‘estimate’, ‘expect’, ‘goal’, ‘intend’, ‘may’, ‘objective’, ‘plan’,
‘potential’, project’, ‘pursue’, ‘shall’, ‘seek to’, ‘should’, ‘will’, ‘will continue’, ‘will pursue’, ‘would’, or other words or
phrases of similar import. Similarly, statements that describe the strategies, objectives, plans or goals of our Bank are also
forward-looking statements. However, these are not the exclusive means of identifying forward-looking statements.

The forward-looking statements appear in a number of places throughout this Preliminary Placement Document and include
statements regarding the intentions, beliefs or current expectations of our Bank concerning, amongst other things, the expected
results of operations, financial condition, liquidity, prospects, growth, strategies and dividend policy of our Bank and the
industry in which we operate. In addition, even if the result of operations, financial conditions, liquidity and dividend policy
of our Bank, and the development of the industry in which we operate, are consistent with the forward-looking statements
contained in this Preliminary Placement Document, those results or developments may not be indicative of results or
developments in subsequent periods.

All statements regarding our expected financial condition, results of operations, business plans and prospects are forward-
looking statements. These forward-looking statements include statements as to our Bank’s business strategy, planned projects,
revenue and profitability (including, without limitation, any financial or operating projections or forecasts), new business and
other matters discussed in this Preliminary Placement Document that are not historical facts. These forward-looking
statements contained in this Preliminary Placement Document (whether made by our Bank or any third party), are predictions
and involve known and unknown risks, uncertainties, assumptions and other factors that may cause the actual results,
performance or achievements of our Bank to be materially different from any future results, performance or achievements
expressed or implied by such forward-looking statements or other projections. All forward-looking statements are subject to
risks, uncertainties and assumptions about our Bank that could cause actual results to differ materially from those
contemplated by the relevant forward-looking statement. Important factors that could cause the actual results, performances
and achievements of our Bank to be materially different from any of the forward-looking statements include, among others:

. We are vulnerable to interest rate risk, and volatility in interest rates for any reason including increased inflation,
could materially adversely affect our net interest margin and our financial performance;

. We are exposed to non-uniform movement in interest rate benchmarks;

. A substantial portion of our Bank’s branches are located in the state of Kerala, making us vulnerable to risks
associated with having geographically concentrated operations;

. We are exposed to borrower and industry concentrations, and a default by any large borrower, a deterioration in the
performance of any of the industry sectors in which we have significant exposure would adversely affect the quality
of our portfolio, and our ability to meet capital requirements could be jeopardized; and

. A decline in NRI deposits or loan repayments could have a material adverse effect on our business, financial
condition, results of operations, and prospects.

Additional factors that could cause actual results, performance or achievements of our Bank to differ materially include, but
are not limited to, those discussed under the sections titled “Risk Factors”, “Industry Overview”, “Our Business” and
“Management s Discussion and Analysis of Financial Condition and Results of Operations” on pages 37, 648, 664 and 607,
respectively.

By their nature, market risk disclosures are only estimates and could be materially different from what actually occurs in the
future. As a result, any future gains, losses or impact on net income and net income could materially differ from those that
have been estimated, expressed or implied by such forward-looking statements or other projections. The forward-looking
statements contained in this Preliminary Placement Document are based on the beliefs of the management, as well as the
assumptions made by, and information currently available to, the management of our Bank. Although our Bank believes that
the expectations reflected in such forward-looking statements are reasonable at this time, it cannot assure the prospective
investors that such expectations will prove to be correct. Given these uncertainties, the prospective investors are cautioned
not to place undue reliance on such forward-looking statements. In any event, these statements speak only as of the date of
this Preliminary Placement Document or the respective dates indicated in this Preliminary Placement Document, and our
Bank or the Book Running Lead Managers undertake no obligation to update or revise any of them, whether as a result of
new information, future events, changes in assumptions or changes in factors affecting these forward-looking statements or
otherwise. If any of these risks and uncertainties materialise, or if any of our Bank’s underlying assumptions prove to be
incorrect, the actual results of operations or financial condition of our Bank could differ materially from that described herein
as anticipated, believed, estimated or expected. All subsequent forward-looking statements attributable to our Bank are
expressly qualified in their entirety by reference to these cautionary statements.
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ENFORCEMENT OF CIVIL LIABILITIES

Our Bank is a public limited liability company incorporated under the laws of India. All the Directors, Key Managerial
Personnel and Senior Management Personnel of our Bank named herein are resident citizens of India and a substantial portion
of the assets of our Bank and of such persons are located in India. As a result, it may be difficult or may not be possible for
the prospective investors outside India to affect service of process upon our Bank or such persons in India, or to enforce
against them judgments of courts outside India.

India is not a signatory to any international treaty in relation to the recognition or enforcement of foreign judgments. However,
recognition and enforcement of foreign judgments is provided for under Section 13 and Section 44A of the Civil Procedure
Code. Section 13 of the Civil Procedure Code provides that a foreign judgment shall be conclusive regarding any matter
directly adjudicated upon between the same parties or parties litigating under the same title, except:

@ where the judgment has not been pronounced by a court of competent jurisdiction;
(b) where the judgment has not been given on the merits of the case;
(©) where it appears on the face of the proceedings that the judgment is founded on an incorrect view of international

law or a refusal to recognise the law of India in cases in which such law is applicable;

(d) where the proceedings in which the judgment was obtained were opposed to natural justice;
(e where the judgment has been obtained by fraud; and
()] where the judgment sustains a claim founded on a breach of any law in force in India.

Section 44A of the Civil Procedure Code provides that a foreign judgment rendered by a superior court (within the meaning
of that section) in any jurisdiction outside India which the Government has by notification declared to be a reciprocating
territory, may be enforced in India by proceedings in execution as if the judgment had been rendered by a district court in
India. Under Section 14 of the Civil Procedure Code, a court in India will, upon the production of any document purporting
to be a certified copy of a foreign judgment, presume that the foreign judgment was pronounced by a court of competent
jurisdiction, unless the contrary appears on record, but such presumption may be displaced by proving want of jurisdiction.
However, Section 44A of the Civil Procedure Code is applicable only to monetary decrees not being in the nature of any
amounts payable in respect of taxes or other charges of a like nature or in respect of a fine or other penalties and does not
include arbitration awards.

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

It is unlikely that a court in India would award damages on the same basis as a foreign court if an action were brought in India.
Furthermore, it is unlikely that an Indian court would enforce foreign judgments if it viewed the number of damages awarded
as excessive or inconsistent with public policy, and it is uncertain whether an Indian court would enforce foreign judgments
that would contravene or violate Indian law. Further, any judgment or award in a foreign currency would be converted into
Rupees on the date of such judgment or award and not on the date of payment. A party seeking to enforce a foreign judgment
in India is required to obtain approval from the RBI to repatriate outside India any amount recovered, and any such amount
may be subject to income tax in accordance with applicable laws. Our Bank cannot predict whether a suit brought in an Indian
court will be disposed of in a timely manner or be subject to considerable delays.
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EXCHANGE RATES

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

The following table sets forth information with respect to the exchange rates between the Rupee and the U.S. dollar (in  per
USD). The exchange rates are based on the reference rates released by the RBI and Financial Benchmark India Private Limited
(“FBIL”), which are available on the website of FBIL. No representation is made that any Rupee amounts could have been,
or could be, converted into U.S. dollars at any particular rate, the rates stated below, or at all.

On July 19, 2023, the exchange rate (the RBI reference rate) was X 82.07 to USD 1. (Source: www.fbil.org.in)

(% per USD)
| Period end ® | Average @ | High @ | Low @

Fiscal:
2023 82.22 80.39 83.20 75.39
2022 75.81 7451 76.92 72.48
2021 73.50 74.27 76.81 72.29
Month ended:
June 2023 82.04 82.23 82.64 81.88
May 2023 82.68 82.34 82.80 81.74
April 2023 81.78 82.02 82.39 81.65
March 2023 82.22 82.29 82.68 81.74
February 2023 82.68 82.61 82.91 81.85
January 2023 81.74 81.90 82.91 81.22

(Source: https://www.fhil.org.in/)

@ The price for the period end refers to the price as on the last trading day of the respective fiscal year or monthly periods.
@ Average of the official rate for each working day of the relevant period.

®  Maximum of the official rate for each working day of the relevant period.

@ Minimum of the official rate for each working day of the relevant period.

Notes:

If the RBI reference rate is not available on a particular date due to a public holiday, exchange rates of the previous working day have been disclosed.
The RBI reference rates are rounded off to two decimal places.

15



DEFINITIONS AND ABBREVIATIONS

This Preliminary Placement Document uses the definitions and abbreviations set forth below, which you should consider
when reading the information contained herein. The following list of certain capitalised terms used in this Preliminary
Placement Document is intended for the convenience of the reader/ prospective investor only and is not exhaustive.

Unless otherwise specified, the capitalised terms used in this Preliminary Placement Document shall have the meaning as
defined hereunder. Further any references to any agreement, document, statute, rules, guidelines, regulations or policies shall
include amendments made thereto, from time to time.

The words and expressions used in this Preliminary Placement Document but not defined herein, shall have, to the extent
applicable, the meaning ascribed to such terms under the Companies Act, 2013 the SEBI ICDR Regulations, the SCRA, the
Depositories Act or the rules and regulations made thereunder. Notwithstanding the foregoing, terms used in the sections
titled “Taxation”, “Industry Overview”, “Financial Information” and “Legal Proceedings” on pages 756,648, 95 and 768,
respectively, shall have the meaning given to such terms in such sections.

Bank Related Terms

Term Description
Our “Bank”, the “Bank”, the “Issuer”, | The Federal Bank Limited, a public limited company incorporated under the Travancore
or “we”, “us” or “our” Companies Regulation, 1916 and subsequently registered under the Companies Act, 1956 and

having its registered office at Federal Towers, P B No. 103, Aluva, Ernakulam 683 101, Kerala,
India

Avrticles or Articles of Association

The articles of association of our Bank, as amended from time to time

Associates

Collectively, Equirus Capital Private Limited and Ageas Federal Life Insurance Company Limited

Audit Committee

The audit committee constituted by the Board of our Bank, as disclosed in “Board of Directors
and Senior Management” on page 713

Collectively, the Audited Consolidated Financial Statements for Fiscal 2021, Audited
Consolidated Financial Statements for Fiscal 2022 and Audited Consolidated Financial
Statements for Fiscal 2023

The audited consolidated financial statements as at and for the year ended March 31, 2021
prepared in accordance with the provisions of Banking Regulation Act, 1949, read with relevant
guidelines and directions issued by the RBI, the Accounting Standards prescribed under the
Companies Act, 2013 read along with other relevant provisions and rules thereunder and Indian
GAAP

The audited consolidated financial statements as at and for the year ended March 31, 2022
prepared in accordance with the provisions of Banking Regulation Act, 1949, read with relevant
guidelines and directions issued by the RBI, the Accounting Standards prescribed under the
Companies Act, 2013 read along with other relevant provisions and rules thereunder and Indian
GAAP

Audited  Consolidated  Financial
Statements

Audited  Consolidated  Financial
Statements for Fiscal 2021

Audited  Consolidated  Financial
Statements for Fiscal 2022

Audited  Consolidated  Financial

Statements for Fiscal 2023

The audited consolidated financial statements as at and for the year ended March 31, 2023
prepared in accordance with the provisions of Banking Regulation Act, 1949, read with relevant
guidelines and directions issued by the RBI, the Accounting Standards prescribed under the
Companies Act, 2013 read along with other relevant provisions and rules thereunder and Indian
GAAP

Audited Standalone Fiscal Statement

Collectively, Audited Standalone Financial Statement for Fiscal Year 2021, Audited Standalone
Financial Statement for Fiscal Year 2022 and Audited Standalone Financial Statement for Fiscal
Year 2023

The audited standalone financial statements as at and for the year ended March 31, 2021 prepared
in accordance with the provisions of Banking Regulation Act, 1949, read with relevant guidelines
and directions issued by the RBI, the Accounting Standards prescribed under the Companies Act,
2013 read along with other relevant provisions and rules thereunder and Indian GAAP

The audited standalone financial statements as at and for the year ended March 31, 2022 prepared
in accordance with the provisions of Banking Regulation Act, 1949, read with relevant guidelines
and directions issued by the RBI, the Accounting Standards prescribed under the Companies Act,
2013 read along with other relevant provisions and rules thereunder and Indian GAAP

Audited Standalone Financial
Statement for Fiscal 2021
Audited Standalone Financial
Statement for Fiscal 2022
Audited Standalone Financial

Statement for Fiscal 2023

The audited standalone financial statements as at and for the year ended March 31, 2023 prepared
in accordance with the provisions of Banking Regulation Act, 1949, read with relevant guidelines
and directions issued by the RBI, the Accounting Standards prescribed under the Companies Act,
2013 read along with other relevant provisions and rules thereunder and Indian GAAP

Board of Directors / Board

The board of directors of our Bank, including any duly constituted committee thereof

Credit Committee

The credit, investment and raising capital committee constituted by our Board and as described in
“Board of Directors and Senior Management” on page 713

CSR Committee

The corporate social responsibility committee constituted by our Board and as described in “Board
of Directors and Senior Management” on page 713
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Term

Description

Directors

The directors of our Bank

Equity Shares

The equity shares of our Bank of a face value of 32 each

ESOS 2010 Federal Bank — Employee Stock Option Scheme 2010
ESOS 2017 Federal Bank — Employee Stock Option Scheme 2017
Fedfina Fedbank Financial Services Limited

Financial Statements

Collectively, the Audited Consolidated Financial Statements, the Audited Standalone Financial
Statements, the Unaudited Interim Consolidated Financial Statements and the Unaudited Interim
Standalone Financial Statements

Group

Collectively, our Bank, its Subsidiaries and Associates

Joint Statutory Auditors

Collectively, Varma & Varma, Chartered Accountants, and Borkar & Muzumdar, Chartered
Accountants

IFC Investors

Collectively, International Finance Corporation, IFC Financial Institutions Growth Fund, LP, and
IFC Emerging Asia Fund, LP

Key Managerial Personnel/KMP

Key managerial personnel shall have the meaning as set out under Regulation 2(1)(bb) of the SEBI
ICDR Regulations

Memorandum or Memorandum of
Association

The memorandum of association of our Bank, as amended from time to time

Nomination Committee

The nomination, remuneration, ethics and compensation committee constituted by our Board of
our Bank and as described in “Board of Directors and Senior Management” on page 713

Registered and Corporate Office

The registered and corporate office of our Bank, being, Federal Towers, P B No. 103, Aluva,
Ernakulam 683 101, Kerala, India

Risk Management Committee

The risk management committee constituted by our Board

Senior Management Personnel/ SMP

The Senior Management Personnel of our Bank in terms of Regulation 2(1)(bbbb) of the SEBI
ICDR Regulations. For details, see “Board of Directors and Senior Management” on page 713

Shareholders

Shareholders of our Bank

Stakeholder Relationship Committee

The stakeholder relationship committee constituted by our Board and as described in “Board of
Directors and Senior Management” on page 713

Subsidiaries

Collectively, Fedbank Financial Services Limited and Federal Operations and Services Limited

Unaudited Interim  Consolidated

Financial Statements

Our unaudited limited reviewed interim consolidated financial statements comprising of the
unaudited condensed interim consolidated balance sheet as at June 30, 2023 and June 30, 2022
and March 31, 2023, the unaudited condensed interim consolidated statement of profit and loss
and the unaudited condensed interim consolidated cash flow statement for the quarter ended June
30, 2023 and June 30, 2022 including selected explanatory notes of our Bank prepared in
accordance with the Accounting Standard - 25 ‘Interim Financial Reporting” (“AS-25") as
prescribed under Section 133 of the Companies Act, 2013 as amended, read with Companies
(Accounting Standards) Rules, 2021, as amended, the relevant provisions of the Banking
Regulation Act, 1949, the circulars, guidelines and directions issued by Reserve Bank of India
from time to time and other recognized accounting principles generally accepted in India

Unaudited Interim Standalone

Financial Statements

Our unaudited limited reviewed interim standalone financial statements comprising of the
unaudited condensed interim standalone balance sheet as at June 30, 2023 and June 30, 2022 and
March 31, 2023, the unaudited condensed interim standalone statement of profit and loss and the
unaudited condensed interim standalone cash flow statement for the quarter ended June 30, 2023
and June 30, 2022 including selected explanatory notes of our Bank prepared in accordance with
the Accounting Standard - 25 ‘Interim Financial Reporting’ (“AS-25") as prescribed under Section
133 of the Companies Act, 2013 as amended, read with Companies (Accounting Standards) Rules,
2021, as amended, the relevant provisions of the Banking Regulation Act, 1949, the circulars,
guidelines and directions issued by Reserve Bank of India from time to time and other recognized
accounting principles generally accepted in India

Issue Related Terms

Term

Description

“Allocated” or “Allocation”

Allocation of Equity Shares, in consultation with the Book Running Lead Managers, following
the determination of the Issue Price to Eligible QIBs on the basis of Application Forms submitted
by them, in compliance with Chapter VI of the SEBI ICDR Regulations

“Allotment” or “Allotted”

Allotment and issue of Equity Shares pursuant to the Issue

Allottees

Eligible QIBs to whom Equity Shares of our Bank are issued pursuant to the Issue

Application Form

Form (including any revisions thereof) which will be submitted by the Eligible QIBs for
registering a Bid in the Issue
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Term

Description

Application Amount

With respect to a Bidder shall mean the aggregate amount paid by such Bidder at the time of
submitting a Bid in the Issue, including any revisions thereof

Bid(s) Indication of an Eligible QIB’s interest including all revisions and modifications of interest, as
provided in the Application Form, to subscribe for the Equity Shares pursuant to the Issue. The
term “Bidding” shall be construed accordingly

Bidder(s) Any prospective investor, being an Eligible QIB, who makes a Bid pursuant to the terms of this

Preliminary Placement Document and the Application Form

“Book Running Lead Managers” o
“BRLMS”

Axis Capital Limited, BofA Securities India Limited, J.P. Morgan India Private Limited and
Kotak Mahindra Capital Company Limited

“CAN?” or “Confirmation of Allocatior|
Note”

Note, advice or intimation confirming the Allocation of Equity Shares to Successful Bidders
confirming Allocation of Equity Shares to such Successful Bidders after determination of the Issue
Price

Closing Date

The date on which Allotment of Equity Shares pursuant to the Issue shall be made, i.e., on or about
[e], 2023

Designated Date

The date on which the Equity Shares issued pursuant to the Issue, are listed on the Stock
Exchanges pursuant to receipt of the final listing and trading approvals for the Equity Shares from
the Stock Exchanges or the date on which Form PAS-3 is filed by our Bank with the RoC,
whichever is later

Eligible FPIs

FPIs that are eligible to participate in this Issue in terms of applicable laws, other than individuals,
corporate bodies and family offices

Eligible QIBs

QIBs, as defined under Regulation 2(1)(ss) of the SEBI ICDR Regulations that are eligible to
participate in the Issue and which are not excluded pursuant to Regulation 179(2)(b) of the SEBI
ICDR Regulations. However, FVCls are not permitted to participate in the Issue. In addition,
QIBs, outside the United States in “offshore transactions” in reliance on Regulation S under the
U.S. Securities Act

Escrow Account

Special non-interest bearing, no-lien, current bank account without any cheque or overdraft
facilities, opened with the Escrow Bank, subject to the terms of the Escrow Agreement

Escrow Bank

The Federal Bank Limited, acting in its capacity as the escrow agent to the Issue, in accordance
with the Escrow Agreement and applicable law.

Escrow Agreement

Agreement dated July 19, 2023, entered into by and amongst our Bank, the Escrow Bank and the
Book Running Lead Managers for collection of the Application Amount and remitting refunds, if
any, of the amounts collected, to the Bidders

Floor Price

Floor price of ¥132.59, for each Equity Share, calculated in accordance with Chapter VI of the
SEBI ICDR Regulations. Our Bank may offer a discount on the Floor Price in accordance with
the approval of our Shareholders accorded on July 27, 2022, and in terms of Regulation 176(1) of
the SEBI ICDR Regulations

Issue

Offer, issuance and Allotment of the Equity Shares to Eligible QIBs, pursuant to Chapter VI of
the SEBI ICDR Regulations and the applicable provisions of the Companies Act, 2013 and the
rules made thereunder

Issue Closing Date

[e], 2023, the date after which our Bank (or Book Running Lead Managers on behalf of our Bank)
shall cease acceptance of Application Forms and the Application Amount

Issue Opening Date

July 19, 2023, the date on which our Bank (or the Book Running Lead Managers on behalf of our
Bank) shall commence acceptance of the Application Forms and the Application Amount

Issue Period Period between the Issue Opening Date and the Issue Closing Date, inclusive of both days during
which Eligible QIBs can submit their Bids along with the Application Amount

Issue Price A price per Equity Share of [e]

Issue Size Aggregate size of the Issue, up to X[e] million

Mutual Fund A mutual fund registered with the SEBI under the Securities and Exchange Board of India (Mutual

Funds) Regulations, 1996

Placement Agreement

Placement agreement dated July 19, 2023 entered into by and among our Bank and the Book
Running Lead Managers

Placement Document

Placement document to be issued in accordance with Chapter VI of the SEBI ICDR Regulations
and the provisions of the Companies Act, 2013 and the rules made thereunder

Preliminary Placement Document

This preliminary placement document along with the Application Form, dated July 19, 2023
issued in accordance with Chapter VI of the SEBI ICDR Regulations and the provisions of the
Companies Act, 2013 and the rules made thereunder

“QIB” or “Qualified Institutional Qualified institutional buyer, as defined under Regulation 2(1)(ss) of the SEBI ICDR Regulations
Buyer”
QIP Qualified institutions placement under Chapter VI of the SEBI ICDR Regulations and applicable

provisions of the Companies Act, 2013 read with the applicable rules of the PAS Rules
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Term

Description

Refund Amount

The aggregate amount to be returned to the Bidders who have not been Allocated Equity Shares
for all, or part of the Application Amount submitted by such Bidder pursuant to the Issue

Refund Intimation

The intimation from the Bank to relevant Bidders confirming refund of the Refund Amount to
their respective bank accounts

Relevant Date

July 19, 2023, which is the date of the meeting in which the Credit Committee decided to open
the Issue

Successful Bidders

The Bidders who have Bid at or above the Issue Price, duly paid the Application Amount and who
will be Allocated Equity Shares in the Issue

Stock Exchanges

BSE and NSE

Working Day

Any day other than second and fourth Saturday of the relevant month or a Sunday or a public
holiday or a day on which scheduled commercial banks are authorised or obligated by law to
remain closed in Mumbai, India

Business and Industry Related Terms

Term Description
ALCO Asset Liability Management Committee
ANBC Adjusted net bank credit as defined
ATM Automated teller machine
BaaP Bus vehicles as a distribution platform
BC Business Correspondent
CAAT Computer Aided Audit Tools
CAGR Compound Annual Growth Rate
CAR Capital Adequacy Ratio
CASA Current Accounts and Savings Accounts
CDM Cash Deposit Machines
CEOBE Credit equivalent amount of off-balance sheet exposure
CGSL Constituent Subsidiary General Ledger
CiB Corporate institutional banking
CMO Chief Marketing Officer
CoB Commercial banking
CoMO Compliance Monitoring Office
CRAR Capital to Risk weighted Assets Ratio
CRM Customer Relationship Management
CRMC Credit Risk Management Committee
CRO Chief Risk Officer
CRR Cash Reserve Ratio
CVICE Commercial Vehicles / Construction Equipment
DCPS Defined Contributory Pension Scheme
Demat Dematerialized
DGV Digivriddhi Technologies Private Limited
DSA Direct Sales Agent
EMI Equated Monthly Instalment
Epifi Epifi Technologies Private Limited
Equirus Capital Equirus Capital Private Limited
ESG Environmental, Social and Governance
ESMS Environmental and Social Management System
FEC Federal Experience Center
FedFina Fedbank Financial Services Limited
FedServ Federal Operations and Services Limited
GIFT City Gujarat International Finance Tec-City
Gratuity Plan Our Bank provides for gratuity, which is a defined benefit retirement plan
GST Goods and Services Tax
HUF Hindu Undivided Families
IBU IFSC Banking Unit
ICAAP Internal Capital Adequacy Assessment Process
IFC International Finance Corporation
IRMD Integrated Risk Management Department
Jupiter Application owned by Amica Financial Technologies Private Limited
LAP Loans Against Property
LCR Liquidity Coverage Ratio
LTV Loan-to-Value ratio

March Baseline

The 3.49% of our Bank’s gross advances, which were “coal-related sub-project exposures” (as
defined in our Bank’s ESMS policy) as of March 31, 2021

Mashreq

Mashregbank PSC
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Term

Description

Master Direction

The Master Direction — Reserve Bank of India (Priority Sector Lending — Targets and
Classification) Directions, 2016 dated July 7, 2016

MFI Microfinance Institution

MSME Medium, Small and Micro Enterprise
NEFT National Electronic Funds Transfer

NPA Net Non-Performing Assets

NPS Net Promoter Score

NSFR Net Stable Funding Ratio

OneConsumer OneConsumer Services Private Limited
Paisabaazar Paisabazaar Marketing and Consulting Private Limited
Pension Plan Our bank provides for pension, which is a defined benefit retirement plan
PMLA Prevention of Money Laundering Act, 2002
PSL Priority Sector Lending

PSU Public Sector Undertaking

RIDF Rural Infrastructure Development Fund
RMC Risk Management Committee

RoA Return on Assets

RoRWA Return on Risk Weighted Assets

SLR Statutory Liquidity Ratio

TWO Technically written-off

Valocity Valocity India LLP

VaR Value at Risk

Y-0-Y Year-on-Year

Conventional and General Terms/ Abbreviations

Term

Description

AGM

Annual General Meeting

Banking Regulation Act

The Banking Regulation Act, 1949

BSE

BSE Limited

CAGR Compound annual growth rate

Calendar Year Year ending on December 31

CDSL Central Depository Services (India) Limited
CIN Corporate Identity Number

Civil Procedure Code

The Code of Civil Procedure, 1908

Companies Act

The Companies Act, 1956 or the Companies Act, 2013, as applicable

Companies Act, 1956

The Companies Act, 1956 (without reference to the provisions thereof that have ceased to have
effect upon notification of the sections of the Companies Act, 2013) along with the relevant rules
made thereunder

Companies Act, 2013

The Companies Act, 2013, to the extent in force pursuant to the notification of sections of the
Companies Act, 2013, along with the relevant rules made thereunder

FDI Policy The FDI Policy (effective from October 15, 2020), issued by the Department for Promotion of
Industry and Internal Trade, Ministry of Commerce and Industry, Government of India
CrPC The Code of Criminal Procedure, 1973

Depositories

CDSL and NSDL

Depositories Act

The Depositories Act, 1996

Depository Participant or DP

A depository participant as defined under the Depositories Act

DP ID Number Depository participant identification number

EGM Extraordinary general meeting

EPS Earnings per share

EU European Union

FDI Foreign Direct Investment

FEMA The Foreign Exchange Management Act, 1999, together with rules and regulations issued
thereunder

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

Flls Foreign Institutional Investors as defined under the SEBI FPI Regulations

“Financial Year” or “Fiscal Year” or

The period of 12 months ended March 31 of that particular year, unless otherwise stated

“Fiscal”

Form PAS-4 Form PAS-4 as prescribed under the Companies (Prospectus and Allotment of Securities) Rules,
2014

FPIs Foreign portfolio investors as defined under the SEBI FPI Regulations and includes a person who
has been registered under the SEBI FPI Regulations.
Any foreign institutional investor or qualified foreign investor who held a valid certificate of
registration was deemed to be a foreign portfolio investor till the expiry of the block of three years
for which fees had been paid as per the Securities and Exchange Board of India (Foreign
Institutional Investors) Regulations, 1995

FVCI Foreign Venture Capital Investors, as defined under the Securities and Exchange Board of India
(Foreign Venture Capital Investors) Regulations, 2000, registered with SEBI

GAAP Generally Accepted Accounting Principles
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Term

Description

GDP

Gross Domestic Product

GDR

Global Depository Receipt

General Meeting

AGM or EGM

“Gol” or “Government”

Government of India

GST Goods and Services Tax

GVA Gross Value Added

HUF Hindu Undivided Family

ICAI Institute of Chartered Accountants of India

IFC International Finance Corporation

IFRS International Financial Reporting Standards

Indian GAAP Indian Generally Accepted Accounting Principles (GAAP) as applicable to the respective entities
in accordance with the regulations under which they operate and in relation to our Bank, as
applicable to banking companies in India.

IPC The Indian Penal Code, 1860

IPO Initial Public Offering

IRDAI Insurance Regulatory and Development Authority of India

I.T. Act The Income-tax Act, 1961

MAT Minimum Alternate Tax

MCA Ministry of Corporate Affairs, Gol

MoF Ministry of Finance, Gol

MoU Memorandum of Understanding

NEFT National Electronic Fund Transfer

Net Worth Net worth shall mean the aggregate of the paid-up share capital, share premium account, and
reserves and surplus (excluding revaluation reserve and foreign currency translation reserve) as
reduced by the aggregate of miscellaneous expenditure (to the extent not adjusted or written off),
deferred tax asset and the debit balance of the profit and loss account

NRI Non-resident Indian, as defined under applicable law

“Non-Resident” or “NR” A person resident outside India, as defined under the FEMA

NSDL National Securities Depository Limited

NSE National Stock Exchange of India Limited

“QCB” or “Overseas Corporate Body”

A company, partnership, society or other corporate body owned directly or indirectly to the extent
of at least 60% by NRIs including overseas trusts in which not less than 60% of the beneficial
interest is irrevocably held by NRIs directly or indirectly and which was in existence on October
3, 2003 and immediately before such date was eligible to undertake transactions pursuant to the
general permission granted to OCBs under the FEMA. OCBs are not allowed to invest in the Issue

Official Gazette

The official gazette issued by the Government of India, including any state

“P.A.” or “p.a.” Per annum

PAS Rules Companies (Prospectus and Allotment of Securities) Rules, 2014, as amended
PAN Permanent Account Number allotted under the I.T. Act

PMLA Prevention of Money Laundering Act, 2002

RBI Reserve Bank of India

RBI Act The Reserve Bank of India Act, 1934

“RoC” or “Registrar” Registrar of Companies, Kerala at Ernakulam

RoE Return on Equity

“Rs.” or “” or “INR” or “Rupees”

Indian Rupees

RTGS

Real Time Gross Settlement

SARFAESI Act

The Securitisation and Reconstruction of Financial Assets and Enforcement of Security Interest
Act, 2002

SBI State Bank of India
SCRA The Securities Contracts (Regulation) Act, 1956
SCRR The Securities Contracts (Regulation) Rules, 1957

SCR (SECC) Regulations

The Securities Contracts (Regulation) (Stock Exchanges and Clearing Corporations), Regulations,
2018

SEBI

The Securities and Exchange Board of India established under the SEBI Act

SEBI Act

The Securities and Exchange Board of India Act, 1992

SEBI FPI Regulations

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

SEBI Listing Regulations

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

SEBI ICDR Regulations

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

SEBI Insider Trading Regulations

The Securities and Exchange Board of India (Prohibition of Insider Trading) Regulations, 2015

Stock Brokers Regulations

Securities and Exchange Board of India (Stock-Brokers) Regulations, 1992

SEBI Takeover Regulations

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

u.s.

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

U.S. Securities Act

U.S. Securities Act of 1933, as amended

U.S. GAAP

Generally accepted accounting principles in the United States of America

VCF

A venture capital fund as defined under the erstwhile Securities and Exchange Board of India
(Venture Capital Funds) Regulations, 1996

21




Notwithstanding the foregoing, defined terms in the sections entitled “Taxation” and “Financial Information” on pages 756
and 95, respectively, shall have the meaning given to such terms in such sections.
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SUMMARY OF BUSINESS

The discussion below may contain forward-looking statements and reflects our current views with respect to future events
and financial performance. You should read the “Forward Looking Statements” on page 13 for a discussion of the risks
and uncertainties related to those statements, “Risk Factors” on page 37 for a discussion of certain factors that may
affect our business, financial condition and results of operations and “Our Business” on page 664 for more information
about our Bank’s strengths, strategies and a description of its banking operations. Our actual results may differ
materially from those anticipated in these forward-looking statements.

The manner in which some of the operational and financial performance indicators are calculated and presented, and
the assumptions and estimates used in such calculations, may vary from those used by other banks in India and other
jurisdictions. Our fiscal year ends on March 31 of every year, so all references to a particular fiscal are to the twelve -
month period ended March 31 of that year. The following information is qualified in its entirety by, and should be read
together with, the more detailed financial and other information included in this Preliminary Placement Document,
including the information contained in “Risk Factors”, “Industry Overview”, “Management’s Discussion and Analysis
of Financial Condition and Results of Operations”, “Our Business” and “Financial Information” on pages 37, 648, 607,
664 and 95, respectively.

Certain information from this section includes extracts from publicly available information, data and statistics, and has
been derived from various publications and industry sources, including the Reserve Bank of India (“RBI”). Neither the
Bank, nor the Book Running Lead Managers, nor any other person connected with the Issue has independently verified
such information. Certain non-GAAP measures are presented in this section are a supplemental and useful measure of our
business, performance and liquidity that are not required by, or presented in accordance with, Indian GAAP, or IFRS.
Further, these non-GAAP measures are not a measurement of our financial performance or liquidity under Indian GAAP, or
IFRS and should not be considered in isolation or construed as an alternative to cash flows, profit/ (loss) for the year/ period
or any other measure of financial performance or as an indicator of our operating performance, liquidity, profitability or
cash flows generated by operating, investing or financing activities derived in accordance with Indian GAAP, or IFRS. In
addition, these non-GAAP measures are not standardised terms, hence a direct comparison of similarly titled non-GAAP
measures between companies may not be possible. Other companies may calculate the non-GAAP measures differently from
us, limiting its usefulness as a comparative measure.

Unless stated otherwise, references to “the Bank” or “our Bank” are to The Federal Bank Limited, on a standalone

EER Y )

basis. References herein to “we”, “our”, “us” and the “Group” are to the Bank on a consolidated basis.
Overview

Our Bank is a leading private sector bank in India in Fiscal 2023, based on its net advances as of March 31, 2023 (Source:
RBI, Statistical Tables Relating to Banks in India: Liabilities and Assets of SCBs, 2021-2022; Company filings for Fiscal
2023). Our Bank was originally incorporated in 1931 as the “Travancore Federal Bank Limited Nedumpram” under the
Travancore Companies Regulation. On December 2, 1949, its name was changed to The Federal Bank Limited. In 1959, our
Bank was licensed under the Banking Regulation Act, 1949, and thereafter our Bank became a scheduled commercial bank
under the Second Schedule of Reserve Bank of India Act, 1934.

Our Bank offers a wide range of products and services, mainly through its retail banking and wholesale banking business
units. Our Bank offers several products and services to its retail customers, such as deposits (including term deposits, savings
accounts and current accounts), banking services for non-resident Indians (“NRIs”), housing loans and top-ups, loans against
property (“LAP”), automobile loans, retail gold loans, personal loans, cards and payment services, agricultural loans, business
banking loans and commercial vehicles / construction equipment (“CV/CE”) loans. These products are offered with certain
variations as customized products to certain target groups such as senior citizens, students and salaried employees. Our Bank’s
wholesale banking business unit provides several commercial banking (“CoB”) and corporate institutional banking (“CIB”)
products and services such as working capital, term loans, documentary letters of credit, bank guarantees, supply chain finance
and foreign exchange services. In addition, our Bank markets wealth management products and services in collaboration with
its associate, Equirus Capital, such as mutual funds. Our Bank has also entered into bancassurance partnerships with various
insurance companies to offer different types of insurance products, such as life insurance, general insurance and health
insurance. For further details of our Bank’s retail and wholesale banking offerings, see “Our Business — Description of our
Bank’s Banking Operations — Business activities” on page 672.

As of March 31, 2023, our Bank had 1,355 bank branches, 1,916 ATMs (including cash recyclers and mobile automated teller
machines (“ATMSs”)), 941 relationship managers and 11 business correspondents (“BCs”). In addition, our Bank distributes
its products and services through direct sales agents (“DSASs”) and connectors, i.e., individuals or entities who identify
potential customers for our Bank. Our Bank’s multi-pronged distribution approach involves a ‘lite branch heavy distribution’
model that is complemented by alternate distribution channels. Our Bank adopted the ‘lite branch heavy distribution’ model
in Fiscal 2022 and under this model, our Bank’s branches have a lean employee structure with a strong focus on fintech
collaborations, and our Bank’s branches have been integrated with our Bank’s relationship manager network. Our Bank’s
robust presence across India is complemented by its international footprint. Our Bank is developing its international presence
by building a network outside India to cater to the NRI market, with representative offices in Dubai and Abu Dhabi. Our Bank
has also opened an international banking unit in the Gujarat International Finance Tec-City (“GIFT City”). Our Bank’s
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physical distribution network is complemented by its digital initiatives that enable our Bank to provide its customers with
access to on-demand banking services. Our Bank has also invested in innovative solutions such as “BankOnTheGo”, using
bus vehicles as a distribution platform (“BaaP”), wherein our Bank uses buses to boost its footprint where our Bank does
not have a significant branch presence, and these buses have, among other things, cash recyclers and multi-functional kiosks
to help the public to carry out several routine banking transactions. Our Bank’s other digital offerings include “SoftPOS”, a
mobile application-based solution available on android platforms and a form of “Mobile as POS” that enables merchants to
accept cash, card, QR or UPI transactions on their mobile phones without the need of additional hardware and “FedMi”, a
technology platform for microlending. For further details in relation to our Bank’s other digital offerings, see “Our Business
— Description of our Bank’s Banking Operations — Multi-Pronged Distribution Approach — Digital initiatives” on page 681.

In addition, due to its digital readiness and robust information technology infrastructure that supports an open banking
ecosystem, our Bank has been able to onboard multiple fintech collaborators including Paisabazaar Marketing and
Consulting Private Limited (“Paisabazaar”), OneConsumer Services Private Limited (“OneConsumer”) (for its
“OneCard” application), Digivriddhi Technologies Private Limited (“DGV”), Mashregbank PSC (“Mashreq”), Epifi
Technologies Private Limited (“Epifi”) (for its “Fi” platform) and Amica Financial Technologies Private Limited (for its
“Jupiter” application) as of March 31, 2023. Our Bank’s fintech collaborators are served through a dedicated vertical that
has specialized skills and capabilities for risk management, and our Bank has an API gateway to support its fintech partners.
Our Bank’s fintech collaborations generate cross-selling opportunities, enable access to customers that are new to banking,
including customers with an existing credit history and digitally native customers. Our Bank generates higher return on
assets (“RoA”) through customers accessing high margin lending products, such as credit cards, through the Bank’s fintech
collaborations, as the cost of acquisition of these customers is relatively lower compared to branch customers. Our Bank’s
fintech collaborations further help it to establish its presence in markets at a faster pace and expand its distribution footprint
in India without requiring a physical presence. For further details in relation to our Bank’s fintech collaborations, see “Our
Business — Description of our Bank s Banking Operations — Multi-Pronged Distribution Approach — Fintech collaborations”
on page 686.

Our Bank has had a sustained business growth in the last three Fiscals. Our Bank’s total deposits have grown from
%1,726,444.80 million as of March 31, 2021, to %1,817,005.86 million as of March 31, 2022, and to ¥2,133,860.39 million as
of March 31, 2023, at a compound annual growth rate (“CAGR”) of 11.17%. Our Bank’s total net advances, i.e., gross
advances minus the provision held for non-performing assets, have grown from 1,318,786.01 million as of March 31, 2021,
to 1,449,283.25 million as of March 31, 2022, and to ¥1,744,468.85 million as of March 31, 2023, at a CAGR of 15.01%.
As of March 31, 2023, our Bank’s gross retail advances accounted for 54.00% of total gross advances, i.e., our Bank’s total
advances, and its gross wholesale advances accounted for the remaining 46.00% of those total gross advances.

Our Bank’s diversified product and services portfolio, digital capabilities and a relationship-driven approach has enabled it to
ensure consistency in key financial performance metrics over the last three Fiscals.

The following table sets forth key highlights of our Bank’s historical financial performance:

As of and for the year ended March 31,
2021 2022 2023
pecnliont (in ¥ million) (in Z million) Y'O'\E(%O‘Nth (in & million) Y'O'\E(%O‘Nth
Standalone
Total assets 2,013,673.88 2,209,463.09 9.72% 2,603,418.29 17.83%
Profit after tax 15,902.97 18,898.22 18.83% 30,105.94 59.31%
Net interest margin® 3.16% 3.20% 1.27% 3.31% 3.44%
Credit costs? 1.22% 0.45% (63.11)% 0.40% (11.11)%
Cost to income ratio® 49.27% 53.32% 8.22% 49.86% (6.49)%
Return on equity (“RoE”)* 10.38% 10.87% 4.72% 15.02% 38.18%
Return on risk weighted assets o o o 0 0
(“RORWA”)S 1.60% 1.78% 11.25% 2.37% 33.15%
RoAS 0.85% 0.94% 10.59% 1.28% 36.17%
?{f\ﬁp A’\,',‘))?'Perform'”g Assets 1.19% 0.96% (19.33)% 0.69% (28.13)%
Net interest income® 55,337.06 59,619.51 7.74% 72,321.61 21.31%
Operating profit® 38,006.90 37,578.51 (1.13)% 47,943.95 27.58%
Net profit!® 15,902.97 18,898.22 18.83% 30,105.94 59.31%
Gross NPA/ gross advances 3.41% 2.80% (17.89)% 2.36% (15.71)%
Tier 1 capital ratio 13.85% 14.43% 4.19% 13.02% (9.77)%
Tier 2 capital ratio 0.78% 1.34% 74.03% 1.79% 33.58%
Capital to Risk Weighted o o o 0 0
Assets Ratio (“CRAR”) 14.62% 15.77% 7.87% 14.81% (6.09)%
Consolidated

Total assets 2,049,665.27 2,262,410.44 10.38% 2,680,040.57 18.46%
Profit after tax 16,643.34 19,697.85 18.35% 31,647.19 60.66%
Net interest margin® 3.30% 3.37% 2.12% 3.49% 3.56%
Credit costs? 1.22% 0.48% (60.66)% 0.43% (10.42)%
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As of and for the year ended March 31,
2021 2022 2023
Key Highlights (in  million) (in  million) Y'O'\E(g);‘)""th (in  million) Y'O'\E(,g;"""th
Standalone
Cost to income ratio® 49.66% 53.75% 8.24% 50.73% (5.62)%
RoE* 10.64% 11.14% 4.70% 15.49% 39.05%
RORWA? 1.65% 1.51% (8.48)% 2.57% 70.20%
RoAS® 0.86% 0.91% 5.81% 1.28% 40.66%
Net NPA7 16,047.10 14,797.70 (7.79)% 13,234.40 (10.56)%
Net interest income® 58,791.17 64,221.52 9.24% 78,365.39 22.02%
Operating profit® 39,521.07 39,509.40 (0.03)% 50,615.70 28.11%
Net profit!® 16,472.06 19,653.96 19.32% 31,757.63 61.58%
Gross NPA/ gross advances 3.35% 2.78% 17.01% 2.35% (15.47)%
Tier 1 capital ratio 14.20% 14.77% 4.01% 13.31% (9.88)%
Tier 2 capital ratio 0.99% 1.56% 57.58% 1.94% 24.36%
CRAR 15.19% 16.33% 7.50% 15.24% (6.67)%

1 Net interest margin is the difference between interest earned and interest expended divided by the daily average of interest-earning assets.

2 Credit costs is calculated as loan loss provision as a percentage of gross advances as on previous year.

3 Cost to income ratio is calculated as a ratio of operating expenses divided by total operating income (total of net interest income and non-interest income).
4 RoE is calculated as the ratio of the net profit after tax to the average net worth (capital plus reserves created out of profit plus securities premium minus
intangibles).

5 RoRWA is calculated as the ratio of the net profit after tax to the average market and credit risk weighted assets.

6 RoA is calculated as the ratio of the net profit after tax to the average total assets.

7 Net NPA is calculated as Gross NPA minus the provisions. Gross NPA is calculated by dividing non-performing assets by the total loans.

8 Net interest income is calculated as interest earned minus interest expended.

9 Operating profit is calculated as total income minus total expenditure.

10 Net profit is calculated as total income minus expenditure.

Our Bank’s profit after tax grew at a CAGR of 37.59% between Fiscals 2021 and 2023 and crossed 330,000 million in Fiscal
2023. Our Bank’s net interest margin has consistently grown over the last three Fiscals, largely due to its focus on high margin
lending products such as credit cards, personal loans, loans to medium, small and micro enterprise (“MSMEs”), CV/CE loans,
gold loans and microfinance products, and backed by its strong liability profile. A decline in slippages, i.e., the rate at which
a good loan becomes stressed, along with an increase in collection efficiencies and recoveries enabled our Bank to reduce its
credit costs between Fiscals 2021 and 2023. Our Bank has improved its cost to income ratio from Fiscal 2022 to Fiscal 2023,
which is primarily driven by reduced costs due to digitization initiatives and operating leverage, and increased income due to
expansion in net income margin and increase in fee income. Our Bank’s RoOA improved over the last three Fiscals, largely by
growing its advances and deposits, increasing its net interest margin, increasing its fee income and cross-selling by leveraging
data, maintaining asset quality with a prudent risk management framework, improving efficiency with a lite branch heavy
distribution model, and enhancing its yields with a focus on high margin lending products. For further details, see “Our Business
— Strengths” on page 667.

As of the date of this Preliminary Placement Document, our Bank has two subsidiaries and two associates. Our Bank’s wholly
owned subsidiary, Federal Operations and Services Limited (“FedServ”), provides operational and technology-oriented
services to our Bank. Our Bank’s subsidiary, Fedbank Financial Services Limited (“FedFina”), has a suite of products
including housing loans and top-ups, small ticket retail LAP, medium ticket LAP, unsecured business loans and gold loans.
Our Bank’s associate, Ageas Federal Life Insurance Company, provides life insurance policies. Our Bank’s associate, Equirus
Capital, provides investment banking, financial institutional, insurance broking, institutional equities, portfolio and wealth
management services.

Over the years, our Bank has received several awards and recognitions such as the BYOM Top up Home Loans by Finnoviti
Awards (2023) and Top 50 (Large) of India’s Best Workplaces™ for Building a Culture of Innovation by All by Great Place
to Work® (2023) and our Bank was the only Indian Bank to feature in “70 Best Large Workplaces in Asia — 2022” by Great
Place to Work. Further, its Chief Marketing Officer (“CMO”) won the title “Futuristic CMO: Retention First Thinker Award”
at the Pitch CMO Awards in March 2023. For further details, see “Our Business — Description of our Bank’s Banking
Operations — Awards” on page 690.

The following table sets forth, as of the date of this Preliminary Placement Document, the details of our Bank’s credit ratings
by the indicated rating agencies:

Rating Agency Rating Outlook
CRISIL Al+ Fixed deposit (short term)
AA+ %1,00,000 Fixed deposit
Al+ %15,000 Certificate of deposit
India Ratings & Research Pvt Ltd IND AA Tier 2 (capital) bonds
CARE CARE AA Tier 2 (capital) bonds

Our Bank’s fixed deposits (short term) and certificate of deposits holds the highest rating in their respective classes, as of the
date of this Preliminary Placement Document.
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SUMMARY OF THE ISSUE

The following is a general summary of the terms of the Issue. This summary should be read in conjunction with, and is
qualified in its entirety by, the more detailed information appearing elsewhere in this Preliminary Placement Document,
including the sections titled “Risk Factors”, “Use of Proceeds”, “Placement”, “Issue Procedure” and “Description of the
Equity Shares” on pages 37, 75, 739, 728 and 753, respectively.

Issuer The Federal Bank Limited

Face Value %2 per Equity Share

Issue Price X[ @] per Equity Share (including a premium of X[ e] per Equity Share)

Floor Price %132.59 per Equity Share, calculated in accordance with Regulation 176 under Chapter VI of the

SEBI ICDR Regulations.

In terms of the SEBI ICDR Regulations, the Issue Price cannot be lower than the Floor Price.
However, our Bank may offer a discount of not more than 5% on the Floor Price in accordance with
the approval of our Shareholders dated July 27, 2022, and in terms of Regulation 176(1) of the SEBI
ICDR Regulations

Issue Size Issue of up to [e] Equity Shares, aggregating up to approximately Z[e] million, at a premium of X[e]
each.

A minimum of 10% of the Issue Size i.e. up to [e] Equity Shares, shall be available for Allocation
to Mutual Funds only and the balance [e] Equity Shares will be available for Allocation to all QIBs,
including Mutual Funds. If no Mutual Fund is agreeable to take up the minimum portion mentioned
above, such minimum portion or part thereof may be Allotted to other QIBs

On the basis of the offer letter dated July 18, 2023, our Bank proposes to undertake a preferential
issue (“Preferential Issue”) of up to 72,682,048 Equity Shares aggregating up to ¥9,586.76million
to IFC Investors, as per the applicable provisions of the Companies Act 2013, SEBI ICDR
Regulations and applicable law. The Preferential Issue will be undertaken subject to a minimum
subscription price per share as prescribed under the SEBI ICDR Regulations and such issue price
shall not exceed ¥131.91 per Equity Share. The Preferential Issue is subject to approval by our Board
and Shareholders, execution of relevant agreements and receipt of regulatory approvals (including
approval from the RBI. We cannot assure you that our Board, Shareholders, and RBI will accord
their approval for the Preferential Issue and that our Bank will be able to raise funds through the
Preferential Issue in a timely manner or at all due to market conditions and other considerations.
Also see Risk Factor 15-“Our Bank may undertake a preferential allotment of Equity Shares after
completion of the Issue which is subject to the corporate approvals and other considerations”- on

page 44>
Date of Board resolution June 30, 2022
Date of shareholders’ resolution | July 27, 2022
Eligible Investors QIBs as defined in Regulation 2(1)(ss) of the SEBI ICDR Regulations and not excluded pursuant to

Regulation 179 of the SEBI ICDR Regulations, to whom this Preliminary Placement Document and
the Application Form is circulated and who are eligible to Bid and participate in the Issue under
Applicable Laws. FVClIs are not permitted to participate in the Issue. The list of QIBs to whom this
Preliminary Placement Document and Application Form is delivered shall be determined by our
Bank in consultation with the Book Running Lead Managers at its discretion. For further details, see
“Issue Procedure — Qualified Institutional Buyers” on page 732.

Dividend See “Description of the Equity Shares” and “Dividends” on pages 753 and 94, respectively

Indian taxation See “Taxation” on page 756.

Equity Shares issued and|2,119,489,513 Equity Shares

outstanding immediately prior to
the Issue

Equity Shares issued and |[e] Equity Shares
outstanding immediately after the
Issue

Issue Procedure The Issue is being made only to Eligible QIBs in reliance on Section 42 of the Companies Act, 2013,
read with rules made thereunder and Chapter VI of the SEBI ICDR Regulations. For further details,
see “Issue Procedure” on page 728.

Listing and trading Our Bank has obtained in-principle approvals dated July 19, 2023 in terms of Regulation 28(1)(a)
of the SEBI Listing Regulations from the Stock Exchanges, for listing of the Equity Shares to be
issued pursuant to the Issue. Our Bank will make applications to each of the Stock Exchanges after
Allotment to obtain final listing and trading approval for the Equity Shares after the Allotment and
after the credit of the Equity Shares to the beneficiary account of the Depository Participant,
respectively. The trading of the Equity Shares would be in dematerialized form and only in the cash
segment of each of the Stock Exchanges

Lock-in For details, see “Placement — Lock-in” on page 739 for a description of restrictions on our Bank in
relation to Equity Shares
Transferability restrictions The Equity Shares to be issued pursuant to this Issue shall not be sold for a period of one year from

the date of Allotment, except on the Stock Exchanges. For details in relation to other transfer
restrictions, see “Transfer Restrictions” on page 748
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Use of proceeds

The gross proceeds from the Issue will be approximately Z[e] million. The net proceeds from the
Issue, after deducting fees, commissions and expenses of the Issue, will be approximately X[e]
million

See “Use of Proceeds” on page 75 for additional information regarding the use of net proceeds from
the Issue

Risk factors

See “Risk Factors” on page 37 for a discussion of risks you should consider before investing in the
Equity Shares

Closing Date The Allotment of the Equity Shares pursuant to the Issue is expected to be made on or about [e],
2023
Ranking The Equity Shares to be issued pursuant to the Issue shall be subject to the provisions of the

Memorandum of Association and Articles of Association and shall rank pari passu with the existing
Equity Shares of our Bank, including in respect of voting rights and dividends.

The holders of Equity Shares (as on the record date) will be entitled to participate in dividends and
other corporate benefits, if any, declared by our Bank after the Closing Date, in compliance with the
Companies Act, 2013, the SEBI Listing Regulations and other applicable laws and regulations.
Equity shareholders may attend and vote in shareholders’ meetings in accordance with the
provisions of the Companies Act, 2013.

For further details, see “Dividends” and “Description of the Equity Shares” on pages 94 and 753,
respectively.

Security codes for the Equity ISIN INE171A01029
Shares BSE Code 500469
BSE Symbol FEDERALBNK
NSE Symbol FEDERALBNK
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SELECTED FINANCIAL INFORMATION

The following tables set out selected financial information derived from our Audited Consolidated Financial Statements,
Audited Standalone Financial Statements, Unaudited Interim Consolidated Financial Statements and the Unaudited Interim
Standalone Financial Statements prepared in accordance with the applicable accounting standards, Companies Act, 2013
and the requirements of SEBI Listing Regulations, as applicable, and presented in “Financial Information” on page 95. See
“Management’s Discussion and Analysis of Financial Condition and Results of Operations” and “Financial Information”,
on pages 607 and 95, respectively, for further details.
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SUMMARY STATEMENT OF ASSETS AND LIABILITIES

Unaudited Condensed Interim Standalone Balance Sheet

(in T million)
Particulars As at As at As at As at As at
June 30, June 30, | March 31, | March 31, March 31,
2023 2022 2023 2022 2021

CAPITAL AND LIABILITIES
Capital 4,236.03 4,207.02 4,232.40 4,205.09 3,992.30
Reserves and Surplus 219,515.45| 189,718.05| 210,829.97 183,733.31 157,252.35
Deposits 2,224,955.01 | 1,833,552.92 | 2,133,860.39 1,817,005.86 1,726,444.80
Borrowings 211,777.35| 158,342.41| 193,192.89 153,931.15 90,685.03
Other Liabilities and Provisions 81,471.92 67,707.46 61,302.65 50,587.68 35,299.39
Total 2,741,955.76 | 2,253,527.86 | 2,603,418.29 2,209,463.09 2,013,673.88
ASSETS
Cash and Balances with Reserve Bank of India 135,905.15| 131,572.09| 125,908.46 160,492.71 113,470.41
Balance with Banks and Money at Call and Short Notice 56,921.57 28,053.09 50,978.34 49,610.75 82,443.46
Investments 519,418.79| 411,864.88| 489,833.47 391,794.62 371,862.10
Advances 1,834,874.12(1,516,894.93 | 1,744,468.85 1,449,283.25 1,318,786.01
Fixed Assets 9,344.24 6,677.50 9,339.74 6,339.44 4,911.29
Other Assets 185,491.90| 158,465.37| 182,889.43 151,942.32 122,200.61
Total 2,741,955.76 | 2,253,527.86 | 2,603,418.29 2,209,463.09 2,013,673.88
Contingent liabilities 749,638.76| 488,123.65| 766,018.37 389,147.68 364,173.43
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Unaudited Condensed Interim Standalone Statement of Profit and Loss

(in Z millions)
PETEULES ROl e For the year | For the year | For the year
quarter quarter
ended ended ended
ended ended
March 31, March 31, March 31,
Juneso, | June 30, 2023 2022 2021
2023 2022
1. Interest earned (a)+(b)+(c)+(d) 50,245.28|  36,288.57 168,036.33 136,607.53 137,579.02
a. Interest/discount on advances/bills 40,395.84 28,868.19 134,918.41 108,297.53 107,951.23
b. Income on investments 8,148.58 6,294.90 27,955.69 23,386.65 23,489.39
c. Inte_rest on bale_mces with Reserve Bank of 209.26 44797 2.062.52 2.202.67 3,681.64
India and other inter bank funds
d. Others 991.60 677.51 3,099.71 2,720.68 2,456.76
2. Other income 7,324.12 4,526.25 23,300.01 20,890.94 19,587.06
3. TOTAL INCOME (1+2) 57,569.40 40,814.82 191,336.34 157,498.47 157,166.08
4. Interest expended 31,059.41| 20,243.48 95,714.74 76,988.02 82,241.95
5. Operating expenses (i)+ (ii) 13,486.50 | 10,837.62 47,677.66 42,931.94 36,917.23
(i) Payments to and provisions for employees 6,167.44 4,993.20 21,730.00 23,205.54 20,341.85
(ii) Other operating expenses 7,319.06 5,844.43 25,947.66 19,726.40 16,575.38
6. TOTAL EXPENDITURE (4+5)
(excluding provisions and contingencies) 4454591| 31,081.10 143,392.40 119,919.96 119,159.18
7. OPERATINGPROFIT(3-6) 13,023.49|  9,733.74 47,943.94 3757851 38,006.90
(Profit before provisions and contingencies)
8. Provisions (other than tax) and contingencies 1,555.75 1,666.82 7,498.90 12,217.73 16,634.23
9. Exceptional items - - - - -
10. (PYr_%f_';) from Ordinary Activities before tax| 1) 467 74| g 066,91 40,445.04 25360.78 21,372.67
11. Tax expense 2,930.30 2,060.30 10,339.10 6,462.56 5,469.70
12. ?'lf)t_ﬂ;"f't from Ordinary Activities after tax| g 57 43| 600661 30,105.94 18,898.22 15,902.97
13. Extraordinary items (net of tax expense) - - - - -
14. Net Profit for the period (12-13) 8,537.43 6,006.61 30,105.94 18,898.22 15,902.97
Earnings per Share (EPS) (in %)
(a) Basic EPS (before and after extraordinary items) 4.03* 2.86* 14.27 9.13 7.97
(b) Diluted EPS (before and after extraordinary items) 3.98* 2.83* 14.13 9.06 7.94

* not

annualised
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Unaudited Condensed Interim Standalone Cash Flow Statement

(in ¥ millions)
SECHEII S For the 53;:2?, For the For the For the year
quarter ended year ended | year ended ended
ended June 30 March 31, | March 31, March 31,
June 30, 2023 ' 2023 2022 2021
2022
Net Cash Flow from/ (used in) Operating Activities 15356.94| (22,.271.00)| 28.696.94 | (64,974.06) 122,072.05
Net Cash Flow from/ (used in) Investing Activities (18,149.72) | (32,596.80) | (98,182.29) 8,127.14 (39,021.80)
Net Cash Flow from/ (used in) Financing Activities 18,728.57 4,462.70 36,427.29| 71,099.96 (12,901.28)
Effect of Exchange Fluctuation on Translation Reserve 411 (73.20) (158.60) (63.46) 19.08
Net Increase/(Decrease) in Cash and Cash Equivalents 15,939.91| (50,478.30)| (33,216.65)| 14,189.58 70,168.06
Cash and Cash Equivalents at the beginning of the period 176,886.81| 210,103.50| 210,103.46| 195,913.87 125,745.80
Cash and Cash Equivalents at the end of the period 192,826.72 159,625.20| 176,886.81| 210,103.46 195,913.87
Notes to Cash Flow Statement:
1. Cash and Cash Equivalents comprises of Cash in hand (including foreign currency notes), Balances with

Reserve Bank of India, Balances with banks and money at call and short notice.
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Unaudited Condensed Interim Consolidated Balance Sheet

(in % million)
Particulars As at As at As at As at As at
June 30, June 30, | March 31, | March 31, March 31,
2023 2022 2023 2022 2021

CAPITAL AND LIABILITIES
Capital 4,236.03 4,207.02 4,232.40 4,205.09 3,992.30
Reserves and Surplus 225,941.34| 194,670.70| 216,991.69 188,350.10 161,047.19
Minority Interest 3,657.62 3,164.88 3,519.71 3,053.31 2,170.38
Deposits 2,224,698.69 | 1,833,155.60 | 2,129,885.01 1,816,775.21 1,721,861.04
Borrowings 279,323.16| 205,479.47| 258,619.79 195,873.86 122,706.01
Other Liabilities and Provisions 84,855.30 70,416.24 66,791.98 54,152.88 37,888.35
Total 2,822,712.15|2,311,093.90 | 2,680,040.57 2,262,410.45 2,049,665.27
ASSETS
Cash and Balances with Reserve Bank of India 136,084.34| 131,781.19| 126,042.36 160,661.11 113,545.10
Balance with Banks and Money at Call and Short Notice 59,533.77 28,842.61 51,996.93 50,699.95 84,612.25
Investments 518,789.49 | 410,633.47| 487,022.38 390,651.93 367,316.74
Advances 1,910,084.20 | 1,571,909.58 | 1,819,567.49 1,499,514.62 1,355,144.12
Fixed Assets 9,772.23 7,042.44 9,717.11 6,721.03 5,174.87
Other Assets 188,448.11| 160,884.61| 185,694.30 154,161.81 123,872.18
Total 2,822,712.15|2,311,093.90 | 2,680,040.57 2,262,410.45 2,049,665.27
Contingent liabilities 749,723.20| 488,291.01| 766,059.73 389,315.04 364,270.08
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Unaudited Condensed Interim Consolidated Statement of Profit and Loss

(in Z millions)
PR gggrttgi 53;::;?, For the year | For theyear | For the year
ended ended ended ended ended
March 31, March 31, March 31,
June 30, June 30, 2023 2022 2021
2023 2022
1. Interest earned (a)+(b)+(c)+(d) 53,497.69| 38,430.89 178,117.77 143,815.32 143,140.75
a) Interest/discount on advances/bills 43,629.34| 31,042.02 145,078.82 115,643.11 113,531.36
b) Income on investments 8,147.49 6,253.40 27,818.77 23,164.92 23,382.86
c) Interest on balances with Reserve Bank of India 709.26 44797 2.062.52 2.202.67 3.681.64
and other inter bank funds
d) Others 1,011.60 687.51 3,157.66 2,804.62 2,544.89
2. Other income 7,413.09 4,750.80 24,362.37 21,209.33 19,716.54
3. TOTAL INCOME (1+2) 60,910.78| 43,181.69 202,480.15 165,024.65 162,857.29
4, Interest expended 32,545.10 21,037.56 99,752.39 79,593.79 84,349.58
5, Operating expenses (i)+ (i) 14,694.35| 11,758.04 52,112.05 45,921.46 38,986.64
(i) Payments to and provisions for employees 6,932.56 5,583.74 24,402.44 25,116.60 21,720.18
(ii) Other operating expenses 7,761.79 6,174.30 27,709.61 20,804.86 17,266.46
6. TOTAL EXPENDITURE (4+5) | 4753945| 3279560 15186444 12551525  123,336.22
(excluding provisions and contingencies)
7. OPERATING PROFIT (3-6) 13671.33|  10,386.09 5061571  39,500.40|  39,521.07
(Profit before provisions and contingencies)
8. Provisions (other than tax) and| 4 gu6a8| 175210 7,986.31 13,046.62 17,435.45
contingencies
9. Exceptional items - - - - -
10. Profit from Ordinary Activities
before tax| 12,024.45 8,633.99 42,629.40 26,462.78 22,085.62
(7-8-9)
11, Tax expense 3,107.04 2,204.01 10,871.77 6,808.82 5,613.56
12 Net ~Profit from Ordinary|  gg1741| 642008 31,757.63 19,653.96 16,472.06
Activities after tax (10-11) e e U T T
13. Extraordinary items (net of tax
expense) ) i i i i
14. Net Profit for the period (12-13) 8,917.41 6,429.98 31,757.63 19,653.96 16,472.06
15. Minority interest 137.77 110.39 451.04 266.39 152.36
16. Share in Profit of Associates 21.59 22.57 340.60 310.28 323.64
17. Consolidated Net Profit of the
Group (14-15+16) 8,801.23 6,342.16 31,647.19 19,697.85 16,643.34
Earnings per Share (EPS) (in %)
(a) Basic EPS (before and after extraordinary items) 4.16* 3.02* 15.01 9.52 8.34
(b) Diluted EPS (before and after extraordinary items) 4.11* 2.99* 14.85 9.44 8.31

*not annualised
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Unaudited Condensed Interim Consolidated Cash Flow Statement

(in Z million)
PEriElETs For the 53;::;?, For the For the For the year
quarter ended year ended | year ended ended
ended June 30 March 31, | March 31, March 31,

June 30, 2023 2022 ' 2023 2022 2021
Net Cash Flow from/ (used in) Operating Activities 14,974.53| (27,814.92) 4,893.00| (77,736.52) 111,790.34
Net Cash Flow from/ (used in) Investing Activities (18,385.20) | (32,617.65)| (98,437.44) 9,077.30 (39,149.10)
Net Cash Flow from/ (used in) Financing Activities 20,985.40 9,768.49 60,381.27 | 81,926.39 (2,076.06)
Effect of Exchange Fluctuation on Translation Reserve 411 (73.17) (158.60) (63.47) 19.08
Net Increase/(Decrease) in Cash and Cash Equivalents 17,578.83| (50,737.25)| (33,321.77)| 13,203.70 70,584.27
Cash and Cash Equivalents at the beginning of the period 178,039.29| 211,361.05| 211,361.05| 198,157.35 127,573.08
Cash and Cash Equivalents at the end of the period 195,618.12| 160,623.80| 178,039.29| 211,361.05 198,157.35

For details of reservations, qualifications, adverse remarks and matters of emphasis in the last five Fiscals immediately
preceding the year of issue of this Preliminary Placement Document and their impact on the financial statements and financial
position of our Bank and the corrective steps taken and proposed to be taken by our Bank, to the extent applicable, for each
of the said reservations or qualifications, adverse remarks or matters of emphasis, see “Management’s Discussion and Analysis
of Financial Condition and Results of Operations — qualifications, reservations and adverse remarks” on page 629.
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RELATED PARTY TRANSACTIONS

For details of the related party transactions of our Bank, on a standalone basis during (i) Fiscal 2023; (ii) Fiscal 2022; and (iii)
Fiscal 2021. For details as per the requirements under Related Party Disclosures (Accounting Standard - 18), see “Financial
Information — Audited Consolidated Financial Statements”, “Financial Information — Audited Standalone Financial ” on
pages 216, 289, 383, 451 and 543 respectively.
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RISK FACTORS

An investment in equity shares involves a high degree of risk. You should carefully consider each of the following risk factors
and all other information set forth in this document, including the risks and uncertainties described below, before making an
investment in the equity shares. You should read this section together with “Industry Overview”, *“ Our Business”, “Selected
Financial Information”, “Selected Statistical Information”, and “Management’s Discussion and Analysis of Financial
Condition and Results of Operations ” on pages 648,664,29,697, and 607 as well as the financial statements, including the
notes thereto, and other financial information included elsewhere in this Preliminary Placement Document. You should

consult your tax, financial and legal advisors about the particular consequences to you of an investment in the equity shares.

The risks and uncertainties described below are not the only risks that we currently face. Additional risks and uncertainties
not presently known to us or that we currently believe to be immaterial may also materially adversely affect our business,
prospects, financial condition and results of operations and cashflows. If any or some combination of the following risks, or
other risks that we do not currently know about or believe to be material, actually occur, our business, financial condition
and results of operations and cashflows could suffer, the trading price of, and the value of your investment in, our equity
shares could decline, and you may lose all or part of your investment. In making an investment decision, you must rely on
your own examination of us and the terms of this Issue, including the merits and risks involved. Unless stated otherwise, the
financial data in this section is taken from our Bank’s consolidated financial statements included in this Preliminary
Placement Document and prepared in accordance with Indian GAAP. Unless stated otherwise, the operational data in this
section is on a consolidated basis. Unless Stated otherwise, references to “the Bank” or “our Bank” are to The Federal
Bank Limited, on a standalone basis. References herein to “we”, “our”, “us” and the “Group” are to the Bank on a
consolidated basis. Prospective investors should pay particular attention to the fact that our Bank is incorporated under the
laws of India and is subject to a legal and regulatory environment, which may differ in certain respects from that of other
countries. This Preliminary Placement Document also contains forward-looking statements that involve risks and
uncertainties. Our results could differ materially from such forward-looking statements as a result of certain factors, including
the considerations described below and elsewhere in this document. For details, see “Forward-Looking Statements” on page
13.

Risks Relating to our Business

1. Our business is particularly vulnerable to interest rate risk, and volatility in interest rates for any reason including
increased inflation, could materially adversely affect our net interest margin and our financial performance.

Our results of operations depend to a large extent on the level of our net interest income as our primary revenue
source is interest earned. The differential between the interest rates that we charge on interest-earning assets and the
interest rates that we pay on interest-bearing liabilities, and the volume of such assets and liabilities, tend to have a
significant impact on our results of operations. During fiscal year 2021, 2022 and 2023, interest earned represented
87.89%, 87.15% and 87.97% of our total income (interest earned plus other income) on a consolidated basis. Our
loan to deposit ratio as of March 31, 2021, 2022 and 2023 was 78.70%, 82.54% and 85.43%, respectively. Changes
in market interest rates affect the interest rates we charge on our interest-earning assets differently from the interest
rates we pay on our interest-bearing liabilities and also affect the value of our investments. An increase in interest
rates could result in an increase in interest expense relative to interest earned if we are not able to increase the rates
charged on our loans and advances or if the volume of our interest-bearing liabilities is larger or growing faster than
the volume of our interest-earning assets. A decrease in interest rates could result in a decrease in interest revenue
relative to interest expense due to the repricing of our loans at a pace faster than the rates we pay on our interest-
bearing liabilities. The quantum of the changes in interest rates for our assets and liabilities may also be different.
The differences between repricing maturities of rate sensitive liabilities and rate sensitive assets, called repricing
gaps, exposes our business to interest rate risk.

Increased inflation can contribute to an increase in interest rates and the RBI repo rate, thus resulting in increased
costs to our business, including increased finance costs as well as other expenses relevant to our business. Our Bank
prices all floating rate rupee loans after October 1, 2019, under the personal, retail and micro and small enterprise
segments, as well as under the medium enterprise segment from April 1, 2020, with reference to the RBI repo rate.
Our Bank also prices other floating rate rupee loans with reference to the RBI repo rate from time to time, as a result
of market competition.

Inflation rates could be volatile on account of varied factors, and we may face high inflation in the future as India
had witnessed in the past. Given the typical correlation between inflation and interest rates, our cost of borrowings
may increase as a result of high inflation. In such case, our business, results of operations, cash flows and financial
condition may be adversely affected. Since 2022, the U.S., the U.K., the EU and other economies experienced
significantly higher levels of widespread inflation. The RBI has increased its repo rate by a total of 250 basis points
between May 2022 and March 2023.

2. We are exposed to non-uniform movement in interest rate benchmarks.

Our business is exposed to interest rate risk in the form of non-uniform movement in different interest rate
benchmarks that are used for pricing of our assets and liabilities. As the repricing maturities of our liabilities and
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assets are spread over different time periods, we are exposed to interest rate risk in the form of non-parallel movement
in yield curves. Such scenarios would lead to a reduction in our net interest earned and net interest margin. Exposure
of our business to interest rate risks as mentioned above would also impact on the long-term economic value of our
equity. Further, any inability to competitively price our loans and credit substitutes could negatively affect our
targeted volume growth, which could materially adversely affect our net profits. The quantum of the changes in
interest rates for our assets and liabilities may also be different, leading to a decrease in the interest margin. During
fiscal year 2021, 2022 and 2023, our floating rate loans comprised 67.29%, 72.43%% and 72.33% of our total loans,
respectively. Our floating rate loans are generally pegged to the RBI repo rate, which comprised 27.00%, 42.43%
and 49.20% of our total loans for fiscal year 2021, 2022 and 2023, respectively, as well as the Marginal Cost of
Funds based Lending Rate (“MCLR”), which comprised 26.81%, 18.60% and 13.61% of our total loans for fiscal
year 2021, 2022 and 2023, respectively. For further details of the distribution of our standalone advances mix by rate
type, see “Management’s Discussion and Analysis of Financial Position and Results of Operations Factors Affecting
our Results of Operations — Interest Rates” on page 612. In determining the interest rates to be charged to our
borrowers, we also consider the type of exposure, credit rating and the tenor of the loan.

In December 2015, the Reserve Bank of India (“RBI”) released guidelines on the computation of lending rates based
on the marginal cost of funds methodology, which is applicable on incremental lending from April 1, 2016. Further,
on December 5, 2018, the RBI published a report recommending referencing floating rate advances to certain external
benchmarks which came into effect on October 1, 2019. To give effect to the aforesaid, the RBI, by way of its
notification dated September 4, 2019, amended the Master Direction on Interest Rate on Advances, dated March 3,
2016, pursuant to which, it linked all new floating rate personal or retail loans (housing, auto, etc.) and floating rate
loans to micro and small enterprises extended by banks with effect from October 1, 2019, to external benchmarks
(“September Circular”). Further, on February 26, 2020, the RBI stipulated that all new floating rate loans to the
medium enterprises extended by banks from April 1, 2020, shall be linked to the external benchmarks as indicated
in the September Circular. As such, we have priced certain loans falling within the mandated categories of personal
or retail loans and floating rate loans to micro and small enterprise borrowers at a rate which is linked to the RBI
repo rate as prescribed by regulations, and we have also charged different interest rates to borrowers operating in the
same sectors. Moreover, changes in interest rates could affect our fixed income portfolio and treasury income. As a
result of these factors, fluctuations in interest rates could materially and adversely affect our net interest margin and
our results of operations.

In addition, as a result of the RBI-mandated reserve requirements, the Bank is also more structurally exposed to
interest rate risks. Under the RBI regulations, the Bank’s liabilities are subject to the statutory liquidity ratio (“SLR”)
requirement such that a minimum specified percentage, currently 18.00%, of a bank’s net demand and time liabilities
must be invested in government securities and other approved securities. These securities generally carry fixed
coupons and, in an environment of rising interest rates, the value of Government securities and other fixed income
Securities would decline. Fixed rate bonds formed substantially all of the Bank’s SLR portfolio as at March 31, 2023.
A decline in the valuation of the Bank’s trading book as a result of rising interest rates may adversely impact the
Bank’s future financial performance and the trading price of the Equity Shares.

A substantial portion of our Bank’s branches are located in the state of Kerala, making us vulnerable to risks
associated with having geographically concentrated operations.

A substantial portion of our Bank’s branches, and consequently deposits and advances, are located in Kerala or from
customers in Kerala. As of March 31, 2023, 44.00% of our Bank’s branches were located in Kerala and 60.28% of
our standalone deposits were from Kerala, and 30.8% of our total advances were given by branches located in Kerala.

Due to this concentration in Kerala, the success and profitability of our operations may be disproportionately exposed
to regional factors. These factors include, among others: (i) changes in population, income levels, and deposits in
Kerala, (ii) the continued attraction of business ventures to Kerala, (iii) general economic conditions in Kerala, (iv)
laws and regulations in Kerala, (v) increased competition in Kerala, and (vi) other developments including political
unrest, floods and other natural calamities. Adverse developments in any of the above factors would affect us more
than they might affect banks with greater geographic diversity. Any one of these events may require us to close
branches, temporarily shut down operations, or lower lending levels, and may result in a material adverse change in
our business, financial condition, results of operations and cash flows.

We are exposed to borrower and industry concentrations, and a default by any large borrower, a deterioration in
the performance of any of the industry sectors in which we have significant exposure would adversely affect the
quality of our portfolio, and our ability to meet capital requirements could be jeopardized.

As of March 31, 2023, aggregate exposure (both funded and non-funded) to our Bank’s ten largest borrowers
amounted to ¥114,630 million representing 49.31% of our Bank’s total Tier I and Tier II capital. Some of our largest
borrowers are large corporates with highly leveraged balance sheets and any default by them would have significant
impact on profitability. Our Bank’s aggregate exposure (funded and non-funded) to our single largest borrower as of
March 31, 2023 amounted to 16,180 million, representing 6.96% of our Tier | and Tier Il capital. If any of them
were to become non-performing, our net profits would decline and, due to the magnitude of the exposures, our ability
to meet capital requirements could be jeopardized.
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As of March 31, 2023, our Bank’s largest industry concentration based on outstanding advances included (among
others) 6.00% in infrastructure, 2.75% in textiles and 1.72% in chemicals and chemical products. As of March 31,
2023, our total non-performing assets (“NPAS”) in these top industries were 5.39% in infrastructure (being X 2,256.24
million), 1.73% in textiles (being ¥722.18 million) and 0.06% in chemicals and chemical products (being 326.10
million) and the gross NPAs of our Bank amounted to ¥41,837.69 million.

Industry specific difficulties in these or other sectors may increase our level of non-performing customer assets. As
of March 31, 2023, total advances to priority sector amounted to ¥573,301.43 million, of which ¥259,933.40 million
was for agricultural purposes. The Government may waive off agricultural loans which may influence future
repayment of existing loans and increase our NPAs in our agriculture portfolio. If we experience a downturn in an
industry in which we have concentrated exposure, our net profits will likely decline significantly and our financial
condition may be materially adversely affected.

A decline in NRI deposits or loan repayments could have a material adverse effect on our business, financial
condition, results of operations, and prospects.

We generate a significant portion of our Bank’s funding from Non-Resident Indians (“NRIs”) in the form of deposits.
As of March 31, 2023, 35.80% of our total deposits were from NRIs. In addition, we also lend in India to NRIs based
on their income outside India and our NRI loans include NRI home loans and NRI loans against property, amongst
others, and the repayment of such loans may be subject to various global economic factors. If we are unable to
continue attracting deposits or receiving loan repayments from NRIs or their family members, it could have a material
adverse effect on our business, financial condition, results of operations, and prospects.

An increase in our portfolio of NPAs may materially and adversely affect our business and results of operations.

Our management of credit risk involves having appropriate credit policies, underwriting standards, approval
processes, loan portfolio monitoring, collection and remedial management and an overall architecture for managing
credit risk. If the credit quality of our creditors, the growth of our loan portfolio or our provisioning levels deteriorate
due to various factors, this could have a material adverse effect on our business, results of operations, financial
condition and prospects. Although we have credit monitoring and risk mitigation policies and procedures in place,
these policies and procedures may not be accurate, properly designed, or appropriately implemented, and we could
suffer material credit losses. For example, even if our policies and procedures are accurate and appropriate, we may
not be able to anticipate future economic or financial developments or downturns, which could lead to an increase in
our NPAs. As of March 31, 2021, 2022 and 2023, our provision held as a percentage of gross NPAs was 64.71%,
64.46% and 68.40%. The increase in our provision held as a percentage of gross NPAs from March 31, 2022 to 2023
was due to the overall increase in our loan book.

Provisions for NPAs are created by a charge to our profit and loss account and are currently subject to minimum
provision requirements, linked to the aging of NPAs. In addition to the relevant regulatory minimum provision, we
also consider our internal estimate for loan losses and risks inherent in the credit portfolio when deciding on the
appropriate level of provisions. The determination of an appropriate level of loan losses and provisions involves a
degree of subjectivity and requires that we make estimates of current credit risks and future trends, all of which may
be subject to material changes. Any incorrect estimation of risks may result in our provisions not being adequate to
cover any further increase in the amount of NPAs or any further deterioration in our NPA portfolio.

The following table sets forth the classification of our Bank’s gross loan assets as at the dates indicated.

(% in millions)

As of March 31,
2021 2022 2023
Standard Assets 1,302,743.20 14,35,027.10 1,731,927.60
Restructured standard assets 16,180.07 35,360.37 28,301.92
Non-performing assets 46,023.90 41,367.32 41,837.70
Sub-standard assets 17,662.97 11,485.99 10,170.70
Doubtful assets 24 474,16 25,001.30 27,214.10
Loss assets 3,886.77 4,880.03 4,452.90

A number of factors outside of our control affect our ability to control and reduce NPAs. These factors include
developments in the Indian and global economy, domestic or global turmoil, competition, changes in interest rates
and exchange rates and changes in regulations, including with respect to regulations requiring us to lend to certain
sectors identified by the RBI, or the Government of India. These factors, coupled with other factors such as volatility
in commodity markets, decrease in agriculture productivity and declining business and consumer confidence and
decreases in business and consumer spending, could impact the operations of our customers and in turn impact their
ability to fulfil their obligations under the loans we extended to them. In addition, the expansion of our business may
cause our NPAs to increase and the overall quality of our loan portfolio to deteriorate. If our NPAs increase, we will
be required to increase our provisions, which would result in our net profit being less than it otherwise would be and
could materially adversely affect our financial condition and results of operations.
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A decline in collateral values or an inability on our part to enforce collateral value may materially adversely affect
the value of our loan portfolio and/or increase our write-offs for credit and other losses.

The recoverability and/or value of assets that have been pledged to us as collateral could decline as a result of a
deterioration in global and regional economic conditions or of asset values, or as a result of adverse changes in the
credit quality of our borrowers and counterparties. Among other factors, we consider a mix of cash flow and
availability of collateral when making lending decisions. Many of our loans are secured by collateral, which consists
of liens on inventory, receivables and other current assets, and charges on fixed assets, such as property, movable
assets (such as vehicles) and financial assets (such as marketable securities). In the event of a decline in any of these
sectors, some of our loans may exceed the value of their underlying collateral. Changes in asset prices may cause the
value of our collateral to decline.

The decline in value of particular asset classes such as gold and real estate might affect our portfolios. We provide
loans against gold and we also have indirect exposure to gold where we lend to non-banking financial companies
(“NBFCs”) who lend against gold, where a decline in gold prices might affect our portfolio. We have in the past
faced instances where we disbursed loans against gold prior to getting the gold valued, and also where gold accepted
by us as collateral turned out to be specious. Further, a significant share of collateral we hold as security is in real
estate and land and buildings. A decline in the value of collaterals including real estate and fluctuating gold prices
might also affect our portfolio and lead to deductions in our provisions for potential loan losses, thereby materially
and adversely affect our business, financial condition and results of operations.

As per the RBI master circular dated April 1, 2023 on Prudential Norms on Income Recognition, Asset Classification
and Provisioning pertaining to Advances (the “IRAC Norms”), our Bank’s exposure is considered as secured if the
realizable value of the security is more than 10% of the outstanding exposure, and all unsecured exposures attract an
additional provision of 10% on the outstanding balance (i.e., a total of 25% on the outstanding balance). Accordingly,
as of March 31, 2023, 84.86% of our Bank’s loans were secured as per the RBI guidelines. We may not be able to
realize the full value of the collateral, due to, among other things, stock market volatility, changes in economic
policies of the Government of India, obstacles and delays in legal proceedings, borrowers and guarantors not being
traceable, our records of borrowers’ and guarantor's addresses being ambiguous or outdated, defects in the perfection
of collateral, and fraudulent transfers by borrowers. In the event that a specialized regulatory agency gains
jurisdiction over the borrower, creditor actions can be further delayed. In addition, the RBI’s guidelines on corporate
debt restructuring specify that for debt amounts of 2100 million and above, 60% of the creditors by number and 75%
of creditors by value can decide to restructure the debt and that such a decision would be binding on the remaining
creditors. If we own 25% or less of the debt of a borrower, we could be forced to agree to an extended restructuring
of debt which may not be in our interests. Further, the value of collateral may be less than we expect or may decline.
We may also experience delays in the restructuring process, which may lead to deterioration in the condition and
market value of the collateral. The fluctuations in the prices of gold and real estate may impact our recovery amount
during the enforcement of security resulting in write-offs in our loan amount. Any decline in the value of the collateral
securing our loans, any inability to obtain additional collateral or our inability to realize the value of collateral may
require us to increase our write-offs for credit and other losses. In such a scenario, our losses will increase and our
net profits will decline and this may adversely affect our business, financial condition, results of operations and cash
flows.

Our primary source of funding is short-term and medium-term deposits, and we may not be able to secure longer-
term funding for our operations when we need it or at a competitive cost.

We meet most of our funding requirements through short-term and medium-term funding sources, primarily in the
form of customer deposits. A portion of our assets have long-term maturities, which sometimes cause funding
mismatches. The following table sets forth our Bank’s maturity profile of term deposits and non-revolving loans as
of March 31, 2023:

Maturity of up to 12 Maturity of over 12 and | Residual maturity of more

months up to 36 months than 36 months
% of Term Deposits (%) 54.51 40.03 5.46
% of Non-Revolving Loans (%) 42.12 28.66 29.22

The proportions given above are based on contractual residual maturity, without considering the historical roll-over
or premature withdrawal pattern of deposits, pre-closure of loans and advances and delay in repayment of loans. In
the past, a substantial portion of our customer term deposits has been rolled over upon maturity and has been a stable
source of funding. Though retail deposits constitute a huge portion of our deposit base, we also accept high value
deposits depending on the funding requirements. Further, we face a concentration within retail deposits, in terms of
funding from NRIs and deposits from the state of Kerala. If a substantial number of our depositors do not roll over
term deposits upon maturity, or if there are any sudden or large withdrawal of such deposits, including due to any
geography specific issues, our liquidity position may be impacted. There can be no assurance that we will be able to
obtain alternative funding in a timely manner, on terms acceptable to us, or at all, which may adversely affect our
ability to replace maturing borrowing and fund new assets, thereby causing a funding mismatch. Any such mismatch
may lead to a liquidity risk and have an adverse effect on our business and results of operations.
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10.

For further details, see “Risk Factor 3- A substantial portion of our Bank’s branches are located in the state of
Kerala, making us vulnerable to risks associated with having geographically concentrated operations” and “Risk
Factor 5 - A decline in NRI deposits or loan repayments could have a material adverse effect on our business,
financial condition, results of operations, and prospects ” on pages 38 and 39, respectively.

As a result, we may be required to seek more expensive sources of funding to finance our operations, which would
result in a decline in our net profits and have a material adverse effect on our business, financial condition, results of
operations, cash flows and prospects.

In addition to short and medium-term customer deposits, our other sources of funding are primarily market
borrowings such as certificate of deposits, interbank term deposits, repos, collateralized borrowing and lending
obligation borrowings and refinances. Failure to obtain these sources of funding or replace them with other deposits
or borrowings at competitive rates may materially and adversely affect our business, financial condition and results
of operations.

Any pre-payment risk or downgrade in our Bank’s or India’s credit ratings would also have a material adverse
effect on our business, financial condition and cash flow.

We also face pre-payment risk on our loans, which may result in losing future interest and reduced cash flow if we
are unable to re-invest the proceeds at similar interest rates. For certain products, we may not be able to collect
prepayment charges. We are also not permitted by the extant regulatory guidelines to charge foreclosure charges or
prepayment penalties on all floating-rate term loans to individual borrowers.

The pricing on our issuances of debt will also be negatively impacted by any downgrade or potential downgrade in
our credit ratings. This would limit our access to capital markets, increase our financing costs, and adversely affect
our future issuances of debt and our ability to raise new capital on a competitive basis. Similarly, any adverse
revisions to India’s credit ratings for domestic and international debt by international rating agencies may have a
similar effect on our ability to raise additional financing and the terms at which such financing is available. This
could have an adverse effect on our business, profitability and the ability to fund our growth. If we fail to sustain or
achieve the growth rate of our deposit base, our business may be adversely affected. The rates that we must pay to
attract deposits are determined by numerous factors, such as the prevailing interest rate structure, competitive
landscape, Indian monetary policy and inflation.

Any failure or material weakness of our internal control system could cause significant operational errors, which
would materially and adversely affect our profitability and reputation.

We are responsible for establishing and maintaining adequate internal measures commensurate with our size and
complexity of our operations. Our internal or concurrent audit functions are equipped to make an independent and
objective evaluation of the adequacy and effectiveness of internal controls on an ongoing basis to ensure that business
units adhere to our policies, compliance requirements and internal circular guidelines. While we periodically test and
update, as necessary, our internal control systems, we are exposed to operational risks arising from the potential
inadequacy or failure of internal processes or systems, and our actions may not be sufficient to guarantee effective
internal controls in all circumstances. For instance, the RBI made observations in certain of its past inspection reports
with respect to credit-related control aspects and incidence of frauds in high value accounts. In addition, the RBI also
observed that we had made certain wrong disclosures of data on customer complaints in relation to mis-selling of
third-party life insurance policies and insurance related complaints. Our focus on increasing our high margin lending
products, such as credit cards, gold loans and microfinance, and adoption of pre-approved processes for loan
applications, may increase our exposure to operational risks associated with such products and processes, including
but not limited to failure of employees to comply with internal procedures and inaccurate appraisal of credit or
financial worth of our clients. For instance, the RBI made observations in certain of its past inspection reports that
there was a lack of Board oversight over our fintech tie-ups. Further, internal financial controls over financial
reporting with reference to consolidated financial statements may become inadequate because of changes in
conditions, or the degree of compliance with the policies or procedures may deteriorate.

Given our high volume of transactions, it is possible that errors may repeat or compound before they are discovered
and rectified. Our management information systems and internal control procedures that are designed to monitor our
operations and overall compliance may not identify every instance of non-compliance or every suspicious
transaction. If internal control weaknesses are identified, our actions may not be sufficient to fully correct such
internal control weakness. We face operational risks in our business and there may be losses due to deal errors,
deficiencies in the credit sanction process, settlement problems, errors in computation of net asset value, pricing
errors, inaccurate financial reporting, fraud and failure of critical systems and infrastructure. We are in the process
of improving our fraud monitoring systems to rectify identified weaknesses in them. There is no guarantee that our
improvements will be successful, nor that we will be able to monitor or detect frauds that occur. In addition, we carry
out certain processes manually, which may increase the risk that human error, tampering or manipulation will result
in losses that may be difficult to detect. As a result, we may suffer material monetary losses. Such instances may also
adversely affect our reputation.
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We rely on models for risk analysis to guide our managerial decisions, and any mis-specification, deficiencies or
inaccuracies in the models and data may impact our decision-making and operations.

As part of our ordinary decision-making process, we rely on various models for risk and data analysis. These models
are based on historical data, transaction attributes and demographics of customers, and supplemented with managerial
and credit bureau inputs and comments. These models and the data they analyze may not always be accurate or
adequate to guide our strategic and operational decisions and protect us from risks. As we seek to expand the scope
of our operations in newer geographies or new product areas, we also face the risk that we will be unable to develop
risk management policies and procedures that are properly designed for those new geographies or areas or products
or to manage the risks associated with the growth of our existing businesses. Implementation and monitoring may
prove particularly challenging with respect to our expansion and the products that we plan on developing. Any mis-
specification, deficiencies or inaccuracies in the models or the data, or inability to develop risk management policies
and procedures, might have a material adverse effect on our business, financial condition or results of operation.

We may face risks associated with our large number of branches and widespread network of operations which
may adversely affect our business, financial condition and results of operations.

We have a large branch network and widespread network of operations. As of March 31, 2023, our Bank had a
branch network comprising 1,355 bank branches and 1,916 ATMs (including cash recyclers and mobile ATMs). We
also have 941 relationship managers, 11 banking correspondents, as well as 16.51 million customers, as of March
31, 2023. Our Subsidiaries have 575 branches. Our branch network is complemented by our digital initiatives, which
extend our network beyond physical presence, and we have onboarded several fintech collaborators, as of March 31,
2023. As a consequence of our large branch network and widespread network of operations, we may be exposed to
certain risks, including, amongst others:

. preserving our asset quality as our geographical presence increases and our customer profile changes;

. developing and improving our products and delivery channels;

. recruiting, training and retaining sufficient skilled personnel;

. upgrading, expanding and securing our technology platform;

. complying with regulatory requirements such as Know Your Customer (“KYC”); Anti Money Laundering

(“AML”); Foreign Exchange Management Act (“FEMA”) and Foreign Account Tax Compliance Act
(“FATCA”) norms;

) maintaining high levels of customer satisfaction, for instance, the RBI made observations in certain of its
past inspection reports that the number of customer complaints filed against our bank doubled to
approximately 200,000 during fiscal year 2020 from fiscal year 2019;

. difficulties arising from operating a larger and more complex organization;

) difficulties arising from coordinating and consolidating corporate and administrative functions;

. delay in the transfer of data amongst various locations;

. higher technology support costs to achieve last mile connectivity;

. operational risks including integration of internal controls and procedures;

. failure to efficiently and optimally allocate management, technology and other resources across our branch
network;

. failure to manage third-party partners or service providers in relation to any arrangements, collaborations

or outsourced services;

. difficulties in the integration of new branches with our existing branch network;
) difficulties in supervising local operations from our centralized locations;
. difficulties in hiring skilled personnel in sufficient numbers to operate the new branches locally and

management to supervise such operations from centralized locations;
o failure to maintain the level of client service at all branches; and

. unforeseen legal, regulatory, property, labor or other issues.
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Any of the above reasons may result in our failure to manage a large branch and operation presence, which may
result in the closure of our bank branches and ATMs (including cash recyclers and mobile ATMs), and may
materially and adversely affect our brand, reputation, financial condition and result of operations. For example, for
fiscal year 2023, our Bank closed 95 ATMs and cash recyclers.

We are subject to macro-economic developments and other market factors, such as worldwide financial instability,
and our results of operations may fluctuate or decline from period to period.

Our business is subject to a number of macro-economic factors that are outside of our control, and which can lead to
business and financial losses in the future, including growth in GDP, inflation, fiscal deficits, disposable household
income in India, international and domestic political and economic conditions, fiscal and monetary policies of
governments and central banks, and changes in interest rates. As a result of (i) the volatility of these macro-economic
factors, including exchange rates and interest rates, (ii) provisions we make from period to period for NPAs,
commitments and contingencies (such as for letters of credit and bank guarantees) and (iii) volatility in our trading
operations, our results of operations have varied from period to period in the past and may fluctuate or decrease in
the future due to these and other factors. Such fluctuations may also adversely affect our liquidity. These factors may
also make period-to-period comparisons of our operating results less meaningful than they would be for a business
that is not as significantly affected by such factors. Any adverse development in India or global macro-economic
conditions could have a material adverse effect on our business, financial condition, results of operations or
prospects.

Further, any worldwide financial instability could influence the Indian economy and affect our business. A loss of
investor confidence in the financial systems of other emerging markets may cause increased volatility in the Indian
financial markets and indirectly in the Indian economy in general. Any worldwide financial instability could have a
negative influence on the Indian economy and on other economies in which our customers are located. For example,
since 2022, the U.S., the U.K., the EU and other economies experienced significantly higher levels of widespread
inflation. As a result, the United States Federal Reserve Board and other central banks have substantially raised
interest rates, reduced the size of their balance sheets and taken other actions in an aggressive effort to curb inflation.
In particular, the RBI has increased its repo rate by a total of 250 basis points between May 2022 and March 2023.
However, the overall impact of these and other legislative and regulatory efforts on the global financial markets is
uncertain, and they may not have the intended stabilizing effects. In the event that the current adverse conditions in
the global credit markets continue or if there are any significant financial disruption, this could have an adverse effect
on our business, financial condition, results of operations and the trading price of the Equity Shares. See “Risk Factor
1- Our business is particularly vulnerable to interest rate risk, and volatility in interest rates for any reason including
increased inflation, could materially adversely affect our net interest margin and our financial performance.” on
page 37.

There is a risk that a systemic shock could occur that causes an adverse impact on domestic or global financial
systems. During the past decade the financial services industry and capital markets have been, adversely affected by
market volatility, global economic conditions and political developments. A global shock could result in currency
and interest rate fluctuations and operational disruptions that negatively impact us. Any such market and economic
disruptions could adversely affect financial institutions and demand for the products and services we provide may
decline, thereby reducing our earnings. These conditions may also affect the ability of our borrowers to repay their
loans or our counterparties to meet their obligations, causing us to incur higher credit losses. These events could also
result in the undermining of confidence in the financial system, reducing liquidity, impairing our access to funding
and impairing our customers and counterparties and their businesses. Alternatively, these events could lead other
Indian banks to fail, which could in turn affect our own financial position. If any of the above were to occur, our
business prospects, financial performance or financial condition could be adversely affected. The nature and
consequences of any such event are difficult to predict and there can be no certainty that we could respond effectively
to any such event.

On February 24, 2022, Russian military forces invaded Ukraine. Although the length, impact and outcome of the
ongoing military conflict in Ukraine is highly unpredictable, this conflict and responses from international
communities could lead to significant market and other disruptions, including significant volatility in commodity
prices and supply of energy resources, instability in financial markets, supply chain interruptions, political and social
instability, changes in consumer or purchaser preferences as well as increase in cyberattacks and espionage. To date,
we have not experienced any material interruptions in our operations with this conflict. We have no way to predict
the progress or outcome of the conflict in Ukraine as the conflict, and any resulting government reactions, are rapidly
developing and beyond our control. The extent and duration of the military action, sanctions and resulting market
disruptions could be significant and could potentially have a substantial impact on the global economy and our
business for an unknown period of time. Any of the abovementioned factors could adversely affect our business,
financial condition, results of operations and cash flows.

If we are unable to sustain or manage our growth, our business, results of operations, cash flows and financial
condition may be adversely affected
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We have had a sustained business growth in the last three fiscal years. Our total standalone depaosits have grown from
%1,726,444.80 million as of March 31, 2021, to ¥1,817,005.86 million as of March 31, 2022 and %2,133,860.39
million as of March 31, 2023, at a compound annual growth rate (“CAGR”) of 11.17%. Our total standalone net
advances have increased at a CAGR of 15.01% and grown from %1,318,786.01 million as of March 31, 2021, to
%1,744,468.00 million as of March 31, 2023. In order to manage our growth effectively, we must implement, upgrade
and improve our operational systems, processes, procedures and controls on a timely basis. If we fail to implement
these systems, processes, procedures and controls on a timely basis, or at all, we may not be able to meet our
regulatory requirements, customers’ needs, hire and retain new employees or operate our business effectively. Our
inability to manage our expansion effectively, or within budget estimates may place strains on our internal resources,
financial, accounting and operating systems and our management, and could have an adverse effect on our business,
credit ratings and results of operations.

Further, we are embarking on a growth strategy that involves steps to focus on high margin lending products, improve
our fee income profile, continue to strengthen our liability profile and expand our geographical reach using our multi-
pronged distribution approach. For further details, see “Our Business — Strategy” on page 671.

We may need additional capital to fund our growth strategies. Any incremental capital requirement may adversely
impact our ability to grow our business and may even require us to curtail or withdraw from some of our current
business operations. There can also be no assurance that we will be able to raise adequate additional capital in the
future on terms favorable to us, or at all, and this may hamper our growth plans, apart from those that can be funded
by internal accruals.

Our growth strategy will place significant demands on our management as well as our financial, accounting and
operating systems. Our ability to expand our business is subject to significant risks and uncertainties, including the
following:

. the need to raise additional funds, for instance, to expand our branch network, which we may be unable to
obtain on reasonable terms or at all;

. the increasing regulatory oversight, and any decline, of the fintech industry;

) inability to develop and maintain relationships with our customers;

. diversion of significant management attention and other resources;

. inability to derive benefits from product development efforts/ commercialization;

. inability to adapt our operational and management systems to an expanded network / new offerings;

. market development of new products taking longer than expected,;

) increased scrutiny by the RBI, where for instance, the RBI made observations in certain of its past inspection

reports that our Bank did not meet its targets in respect of growth in net income and net interest margin;
. failure to maintain high quality control standards; and
) failure to execute our expansion plans effectively.

To achieve and maintain future growth, we need to, among other things, effectively manage our expansion projects,
accurately assess new markets, attract new customers, obtain sufficient financing for our expected capital
expenditures, control our input costs, effectively expand, train and manage our employees, maintain sufficient
operational and financial controls, acquire businesses that we believe are congruent with our expansion plans and
make additional capital investments to take advantage of anticipated market conditions.

Our Bank may undertake a preferential issue of Equity Shares after completion of the Issue which is subject to
the corporate approvals and other considerations.

We have received an offer for subscription of up to 72,682,048 Equity Shares from the IFC Investors, which is
subject to certain conditions including the execution of the relevant agreements and receipt of regulatory approvals.
The IFC Investors currently hold 104,846,394 Equity Shares in our Bank representing 4.95% of its shareholding as
of the date of this Preliminary Placement Document. Subject to the approval of our Board and our Shareholders, our
Bank proposes to undertake a preferential issue of up to 72,682,048 Equity Shares for an amount aggregating up to
%9,586.76 million to the IFC Investors (the “Preferential Issue”) in accordance with the applicable provisions of the
Companies Act, SEBI ICDR Regulations and applicable law. The Preferential Issue will be undertaken subject to a
minimum subscription price per share as prescribed under the Securities and Exchange Board of India (Issue of
Capital and Disclosure Requirements) Regulations, 2018 (“Issue Price”), and such Issue Price shall not exceed
¥131.91 per Equity Share (“Cap Price”). As prescribed by these regulations the Issue Price will be calculated based

44



16.

17.

on the ten trading days’ volume weighted average price of the related equity shares preceding the relevant date as
per the regulations. In the event that the Issue Price is higher than the Cap Price or the conditions as set forth in the
offer letter are not fulfilled, the Investors may not consummate the Preferential Issue. Further, the preferential issue
is subject to receipt of approval from the RBI. We cannot assure you that our Board, Shareholders and RBI will
accord their respective approval for the Preferential Issue and that our Bank will be able to raise funds through the
Preferential Issue in a timely manner or at all due to other considerations.

Our business is highly competitive, which creates significant pricing pressures for us to retain existing customers
and solicit new business, and our strategy depends on our ability to compete effectively.

The Indian banking industry is highly competitive. We face strong competition in our business from much larger
government-controlled public sector banks, Indian and foreign commercial banks, NBFCs, payment banks, small
finance banks and other financial services companies as well. Public sector banks, which generally have a much
larger customer and deposit base, larger branch networks and Government support for capital augmentation, pose
strong competition to us. Mergers among public sector banks, including because of Government efforts to encourage
and facilitate such mergers, may result in enhanced competitive strengths in pricing and delivery channels for the
merged entities. For example, ten public sector banks were merged to form four banks, effective from April 1, 2020.
In addition, a number of private sector banks in India have a larger customer base and greater financial resources
than us, giving them a substantial advantage by enabling economies of scale and improving organizational
efficiencies. If we fail to sustain or achieve the growth rate of our deposit base as a result of such competition, our
business, financial condition and results of operations may be adversely affected.

The RBI has liberalized the licensing regime for banks in India and intends to issue licenses on an ongoing basis,
subject to meeting the RBI’s qualification criteria. The RBI is supportive of creating more specialized banks and
granting differentiated banking licenses such as for payment banks and small finance banks. The RBI also has plans
to create wholesale and long-term finance banks in the near future. If the number of scheduled commercial banks,
public sector banks, private sector banks, payment banks, small finance banks, and foreign banks with branches in
the country increases, we will face increased competition in the businesses, which could have a material adverse
effect on our financial condition and results of operations.

We also compete with foreign banks with operations in India. In November 2013, the RBI released a framework for
the setting up of wholly-owned subsidiaries in India by foreign banks. The framework encourages foreign banks to
establish a presence in India by granting rights similar to those received by Indian banks, subject to certain restrictions
and safeguards. Under the current framework, wholly-owned subsidiaries of foreign banks are allowed to raise Rupee
resources through issue of non-equity capital instruments. Further, wholly-owned subsidiaries of foreign banks may
be allowed to open branches in Tier 1 to Tier 6 centers (except at a few locations considered sensitive on security
considerations) without having the need for prior permission from the RBI in each case, subject to certain reporting
requirements. Any growth in the presence of foreign banks or in foreign investments in Indian banks may increase
the competition that we face and as a result may have a material adverse effect on our business.

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

Our Bank’s total gross standard restructured advances as on March 31,2021, 2022 and 2023 were 316,180.07 million,
%35,360.37 million and 328,301.92 million, respectively, on a standalone basis, and are equivalent to 1.20%, 2.40%
and 1.60% of our standalone gross advances for the respective periods. We restructure assets based on a borrower’s
potential to restore its financial health. However, there can be no assurance that borrowers will be able to meet their
obligations under restructured advances as per regulatory requirements and certain assets classified as restructured
may turn delinquent. Any resulting increase in delinquency levels from restructured standard assets may adversely
impact our business, financial condition and results of operations. We also have investments in security receipts
arising from the sale of NPAS to asset reconstruction companies. There can be no assurance that asset reconstruction
companies will be able to recover these assets and redeem our investments in security receipts in a timely manner,
or at all, and that there will be no reduction in the value of these investments.

In addition to the debt recovery and security enforcement mechanisms available to lenders under DRT Act and the
SARFAESI Act, the RBI provides for various mechanisms that may be adopted by banks to deal with stressed assets.
These include, the Scheme for Sustainable Structuring of Stressed Assets, Corporate Debt Restructuring and Strategic
Debt Restructuring Scheme. The RBI is active in its identification, classification and recovery of NPAs. The Indian
parliament enacted the Insolvency and Bankruptcy Code, 2016 to provide a consolidated framework to address the
concerns of lenders and to provide corporate debtors with an exit mechanism. Additionally, pursuant to the Banking
Regulation Act, the Central Government may by order authorize the RBI to issue directions to banking companies
to initiate insolvency proceedings under the Insolvency and Bankruptcy Code, 2016. Further, the RBI may issue
directions to banking companies for the resolution of stressed assets.

However, there can be no assurance that these regulatory measures will have a favorable impact on our efforts to
recover NPAs. Any failure to recover the expected value of collateral would expose us to potential loss. Banks in
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India are also required to share data with each other on certain categories of special mention accounts, set up joint
lenders’ forums and formulate action plans for resolution of these accounts. Failure to do so may result in accelerated
provisioning for such cases. Even if an accelerated provision were made, there is no reassurance that we will be able
to recover our NPAs, which would have a material adverse effect on our business, financial condition, results of
operations and cash flows.

The rise of digital platforms and payment solutions may adversely impact our floats and our fees, and there may
be disintermediation in the loan market by fintech companies.

Through our electronically linked branch network, correspondent bank arrangements and centralized processing, we
effectively provide a nationwide collection, disbursement and payment systems for our clients. Disruption from
digital platforms could have an adverse effect on the cash float and fees that we have traditionally received on such
services. We also face increased competition in our loan market from newer business models that leverage
technology to bring together savers and borrowers. We may not be competitive in facing up to the challenges from
digital and fintech players. Our target customers may prefer digital and fintech platforms for addressing their
financial services requirements resulting in a reduction in the demand for our products and services. This may,
accordingly, have an adverse impact on our business and growth strategy.

We face the threat of fraud and cyber attacks targeted at disrupting the services of our Bank, such as hacking,
phishing and trojans, and/or theft of sensitive internal Bank data or customer information. This may cause
damage to our reputation and adversely impact our business and financial results.

Our systemic and operational controls may not be adequate to prevent adverse impact from frauds, errors, hacking
and system failures. Further, our mobile and internet-based customer applications and interfaces, as well as the third-
party software, platforms and services that we use, are exposed to being hacked or compromised by third parties,
resulting in thefts and losses to our customers and us. Some of these cyber threats from third parties include: (a)
phishing and trojans — targeting our customers, wherein fraudsters send unsolicited mails to our customers seeking
account sensitive information or to infect customer machines to search and attempt ex-filtration of account sensitive
information; (b) hacking — wherein attackers seek to hack into our website with the primary intention of causing
reputational damage to us by disrupting services; (c) data theft — wherein cyber criminals may attempt to intrude into
our network with the intention of stealing our data or information; and (d) advanced persistent threat — a network
attack in which an unauthorized person gains access to our network and remains undetected for a long period of time
with an intention to steal our data or information rather than to cause damage to our network or organization. The
frequency of such cyber threats may increase in future with the increased digitization of our services. Not only are
we exposed to such risks from our own actions or those of our employees, but from actions of our third-party service
providers, whom we do not control. If we become the target of any of such cyber attacks, it could materially and
adversely affect our business, financial condition and results of operations.

In addition, our systems are potentially vulnerable to data security breaches, whether by employees, who may have
a lack of experience with our newer information technology systems, or others, that may expose sensitive or
confidential data to unauthorized persons. Data security breaches could lead to the loss of trade secrets or other
intellectual property, or could lead to the public exposure of personal information (including sensitive financial and
personal information) of our customers and employees, which could result in breaches of applicable data security
laws and resultant imposition of monetary penalties. Security measures could be breached by third-party actions,
intrusion into our software by hackers due to software flaws or due to employee error and malfeasance. In addition,
we may be required under applicable regulations to notify individuals of data security breaches involving their
personal data. Any such security breaches or compromises of technology systems in the future could result in
institution of legal proceedings against us and potential imposition of penalties, which may have an adverse effect
on our business, results of operations and reputation.

A significant system breakdown or system failure caused by intentional or unintentional acts would have an adverse
impact on our revenue-generating activities and lead to financial loss.

There is also the risk of our customers blaming us and terminating their accounts with us for a cyber-incident that
might have occurred on their own system or with that of an unrelated third party. The RBI on June 2, 2016 issued a
framework for cyber-security for banks, prescribing measures to be adopted by banks to address security risks
including putting in place a cyber-security policy and requiring banks to report all unusual cyber-security incidents
(whether successful or attempts) to the RBI. Any cyber-security breach could also subject us to additional regulatory
scrutiny and expose us to civil litigation and related financial liability.

While we have deployed customized payments risk management solutions for real-time monitoring of fraudulent
card transactions, our reputation could nevertheless be adversely affected by fraud committed by employees,
customers or outsiders, or by our perceived inability to properly manage fraud-related risks.

We rely on third-party software and information technology solutions, which may not perform satisfactorily.
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We, among other things, use third party software, platforms, services and data storage services, on cloud and on
premises data centers. As our technology infrastructure, products and services expand and become increasingly
complex, we face increasingly serious risks to the performance and security of our technology infrastructure,
products and services that may be caused by these third-party-developed components, including risks relating to
incompatibilities among these components, service failures or delays or back-end procedures on hardware and
software. We also need to continuously enhance our existing technology. We face the risk of our technology
infrastructure becoming unstable and susceptible to security breaches. This instability or susceptibility could create
serious challenges to the security and uninterrupted operation of our platforms, products and services, which would
adversely affect our business and reputation.

For example, our Bank’s current core banking application software is a centralized core banking solution that has
been purchased from an information technology company. As the software is marketed as a common solution for
Indian banks, there can be functional requirements specific to us that may not be addressed adequately and we may
have to rely on internal resources for developing alternate solutions. We could incur losses, including losses from
errors or fraud if such internally developed customization proves to be inadequate. For example, due to logical errors
in customization, there were instances where interest subvention for some agriculture loan accounts was granted in
excess of the eligible amount. The excess paid amount was identified and recovered, and the bug in the software was
rectified. If the software is unable to take care of the new operational requirements prescribed by the regulators or if
employees who have developed skills relating to such application software leave their employment with us, we may
have to rely on third-party software, the cost of which may be significantly higher. In addition, there can be no
assurance that the network infrastructure required for communication with the centralized system can be expanded
in scale to meet any increase in the volume of our transactions.

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

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

In addition, our digital platform provides both internet and mobile application-based banking services which includes
multiple services such as electronic funds transfer, bill payment services, usage of credit cards on-line, requesting
account statements, and requesting cheque books. These services are highly dependent on our ability to efficiently
and reliably process a high volume of transactions across numerous locations and delivery channels. We place heavy
reliance on our technology infrastructure for processing this data; therefore, ensuring system security and availability
is of paramount importance. The size and complexity of our computer systems may also make them potentially
vulnerable to breakdowns, system integration problems, malicious intrusion and computer viruses. Our data
processing systems may fail to operate adequately, or at all, as a result of events that are beyond our control, including
a disruption of electrical or communications services in markets in which we primarily operate. Although we have
not experienced any significant disruptions to our information technology systems in the past, other than the
ransomware attack on our Subsidiary, Fedfina in July 2022, we cannot assure you that we will not encounter
disruptions in the future.

We use our information systems and the internet to deliver services to, and perform transactions on behalf of, our
customers and we may need to regularly upgrade our systems, including our software, back-up systems and disaster
recovery operations, at substantial cost so that it remains competitive. Our hardware and software systems are also
subject to damage or incapacitation by human error, natural disasters, power loss, sabotage, computer viruses and
similar events or the loss of support services from third parties such as internet backbone providers. There is no
warranty under our information technology license agreements that the relevant software or system is free of
interruptions, will meet our requirements or be suitable for use in any particular condition. Further, data security
breaches could lead to the loss of trade secrets or other intellectual property, or could lead to the public exposure of
personal information (including sensitive financial and personal information) of our customers and employees, which
could result in breaches of applicable data security laws and resultant imposition of monetary penalties. Security
measures could be breached by third-party actions, intrusion into our software by hackers due to software flaws or
due to employee error and malfeasance. In addition, we may be required under applicable regulations to notify
individuals of data security breaches involving their personal data. For instance, from May 2022 to July 2022, our
Subsidiary, Fedfina, came under a ransomware attack resulting in the encryption of its user data and rendering the
files unreadable. As a result of such attack, certain data, including personally identifiable data such as its customer’s

47



22.

23.

24.

Permanent Account Numbers and addresses, were leaked by the attackers. While the impacted applications have
since been restored and there was no financial loss suffered by our Subsidiary and it subsequently conducted an
external investigation and reported the incident to the RBI in July 2022, we cannot assure you that we will not suffer
from losses (including financial loss and/or penalties), reputational damage and civil liability as a result of this attack
or that we will not experience such data security breaches or compromises of technology systems again in the future.
Any such security breaches or compromises of technology systems in the future could result in institution of legal
proceedings against us and potential imposition of penalties, which may have an adverse effect on our business,
results of operations and reputation. Further, we have faced unscheduled downtime of our IT services in the past.
There can be no assurance that we will not encounter disruptions in the future due to substantially increased numbers
of customers and transactions, or for other reasons. In addition, a third party conducted audit on our information
technology systems where deficiencies and weaknesses in our information technology systems were reported, and
our statutory auditors reviewed the key observations arising out of such audits in their audit report for Fiscal 2023.
Any inability to maintain the reliability and efficiency of our systems could adversely affect our reputation, and our
ability to attract and retain customers. In the event we experience system interruptions, errors or downtime (which
could result from a variety of causes, including changes in customer use patterns, technological failure, changes to
systems, linkages with third-party systems and power failures), we are unable to develop necessary technology or
any other failure occurs in our systems, this may materially and adversely affect our business, financial condition
and results of operations.

Our financial performance may be materially and adversely affected by an inability to respond promptly and
effectively to new technological innovations.

Currently, technological innovations in mobilization and digitization of financial services require banks to
continuously develop new and simplified models for offering banking products and services. Disruptive technology
and new models of banking or other financial services that utilize such technology, such as micro-financing and peer-
to-peer lending, might also materially and adversely affect our financial performance.

Such technologies could increase competitive pressures on banks, including us, to adapt to new operating models
and upgrade back-end infrastructure on an ongoing, cost-effective and timely basis. There is no assurance that we
will be able to continue to respond promptly and effectively to new technological developments, be in a position to
dedicate resources to upgrade our systems and to compete with new players entering the market. As such, the new
technological innovations may result in a material adverse effect on our business, financial condition and results of
operations.

Further, technological innovation such as digital wallets, mobile operator banking, advancements in block chain
technology and cryptocurrencies, such as bitcoin, payment banks, internet banking through smart phones, could
disrupt the financial services industry and increase competition as a whole. If we fail to adapt to such technological
advances quickly and effectively it could affect the performance and features of our products and services and reduce
our attractiveness to existing and potential customers hereby adversely affecting our business, financial condition,
results of operations, and cash flows.

We depend on our brand recognition, and failure to maintain and enhance awareness of our brand would
adversely affect our ability to retain and expand our base of customers.

We believe that the strong reputation of the “Federal” and “Federal Bank” brand names are essential to our business
especially in Kerala where we have been operating since 1931. As such, any damage to our reputation or that of the
“Federal” or “Federal Bank” brand names could substantially impair our ability to maintain or grow our business, or
have a material adverse effect on our business, financial condition and results of operations.

If we fail to maintain this brand recognition with our target customers due to any issues with our product offerings,
a deterioration in service quality, or otherwise, or if any premium in value attributed to our business or to the brands
under which our services are provided declines, market perception and customer acceptance of our brands may also
decline. We also distribute products through partnerships, and enter into arrangements, with external organizations,
including but not limited to our fintech collaborators, relationship managers and banking correspondents, all of whom
we have limited control over. Any negative news affecting such external third-party organizations might also affect
our reputation and brand value. In such an event, we may not be able to compete for customers effectively, and our
business, financial condition and growth prospects may be materially and adversely affected.

We may be unable to sufficiently obtain, maintain, protect, or enforce our intellectual property and other
proprietary rights.

Any unauthorized or inappropriate use of our brand, trademarks and other related intellectual property rights by
others, including third party distributors of our products, in their corporate hames or product brands or otherwise
could harm our brand image, competitive advantages and business and dilute or harm our reputation and brand
recognition. Further, if a dispute arises with respect to any of our intellectual property rights or proprietary
information, we will be required to produce evidence to defend or enforce our claims, and we may become party to
litigation, which may strain our resources and divert the attention of our management. We cannot assure you that
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any infringement claims that are material will not arise in the future or that we will be successful in defending any
such claims when they arise.

Our efforts to protect our intellectual property or proprietary information and the measures we take to identify
potential infringement of our intellectual property may not be adequate to detect or prevent infringement,
misappropriation or unauthorized use. As of the date of this Preliminary Placement Document, we have 37 registered
trademarks, right to use 37 registered trademarks, 17 applications for trademark registrations (including the
trademark for “Rishta Aap Se Hai, Sirf App Se Nahi”) and one trademark yet to be applied for registration. The
misappropriation or duplication of our intellectual property or proprietary information may disrupt our business,
distract management and employees, reduce revenues and increase expenses. In addition, we may also become
subject to infringement claims. Even if claims against us are not meritorious, any legal, arbitral or administrative
proceedings that we may be required to initiate or defend in this regard may be time-consuming, costly and harmful
to our reputation, and there is no assurance that such proceedings will ultimately be determined in our favor. We
have had 4 trademark registrations refused, objected or opposed.

Failure to register or renew the registration of any of our registered intellectual properties may affect our right to use
such intellectual properties in future or allow others to use our products and designs as available in the public domain,
without our consent. Further, if we are unable to register our intellectual properties for any reason, including our
inability to remove objections to any trademark application, or if any of our unregistered trademarks are registered
in favor of or used by a third party in India or abroad, we may not be able to claim registered ownership of such
trademark, and as a result, we may not be able to seek remedies for infringement of those trademarks by third parties,
which would cause damage to our business prospects, reputation and goodwill in India and abroad. We cannot assure
you that there will not be similar instances where our applications for trademarks may be opposed, which may have
a material adverse effect to our business. Furthermore, the application of laws governing intellectual property rights
in India is continuously evolving and there may be instances of infringement or passing-off of our brand in Indian
markets. Our failure to adequately protect our brand, trademarks and other related intellectual property rights may
adversely affect our business, financial condition and results of operations.

25. The exposures of our international branches could generally affect our business, financial condition and results
of operations.

We are, through our international branches and representative office, also exposed to a variety of local market credit
risks, where our expertise and experience may be limited. In particular, we have established nostro relationships with
20 banks and Vostro relationship with 90 banks and exchange houses across the world as of March 31, 2023, which
allows us to provide remittance facilities to NRIs. Our market share of all foreign inward remittances was 18.20%,
21.10% and 19.30% for Fiscals 2021, 2022 and 2023, respectively.! This exposes us to specific additional risks
including the failure of the collaboration to perform as expected, and our inexperience in various aspects of the
economic and legal framework in overseas markets. Further, our international profile has increased the complexity
of our risks in a number of areas including price risks, currency risks, interest rate risks, compliance risk, regulatory
and reputational risk and operational risk, as well as further scrutiny by the RBI in respect of our international
exposures. We also face risks arising from our ability to manage inconsistent legal and regulatory requirements in
the multiple jurisdictions in which we operate. Our businesses are subject to changes in legal and regulatory
requirements and it may not be possible to predict the timing or nature of such changes. Business opportunities in
these jurisdictions will also determine the growth in our operations.

Global developments including geopolitical tensions could impact economic growth, which in turn could impact the
business of our international branches and representative office in these countries. Our international branches and
representative office undertake select local banking businesses, including facilitating money transfer from NRIs, and
in the event these NRIs are impacted by global and local economic conditions it could have an adverse impact on
our business, financial condition, results of operations and prospects.

26. Our Bank must maintain a minimum capital adequacy ratio. If we cannot comply with such minimum capital
adequacy requirements, we would need to raise additional capital and we may be prevented from doing so.

The RBI requires a minimum capital adequacy ratio of 9.0% of our total risk-weighted assets. Basel 1l capital
regulations have been fully implemented in India since October 1, 2021. Our capital adequacy ratio, calculated in
accordance with RBI's Basel 111 guidelines, was 14.62%, 15.77% and 14.81%, on a standalone basis and 15.19%,
16.33% and 15.24% on a consolidated basis as of March 31, 2021, March 31, 2022 and March 31, 2023, respectively.
Our ability to support and grow our business would become limited if the capital adequacy ratio declines. While we
may access the capital markets to offset declines in our capital adequacy ratio, we may be unable to access the
markets at the appropriate time or the terms of any such financing may be unattractive due to various reasons
attributable to changes in the general environment, including political, legal and economic conditions.

YThe market share has been calculated based on data for Fiscals 2021, 2022 and 2023 of (i) the remittance routed through Bank’s data; and (ii) RBI Quarterly
Balance of Payments.
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The Basel Committee on Banking Supervision issued a comprehensive reform package entitled “Basel I11: A global
regulatory framework for more resilient banks and banking systems” in December 2010. In May 2012, the RBI
released guidelines on implementation of Basel 111 capital regulations in India and in May 2023, the RBI issued a
master circular consolidating all relevant guidelines on Basel 11l. The key items covered under these guidelines
include: (i) improving the quality, consistency and transparency of the capital base; (ii) enhancing risk coverage; (iii)
graded enhancement of the total capital requirement; (iv) introduction of capital conservation buffer and
countercyclical buffer; and (v) supplementing the risk-based capital requirement with a leverage ratio. One of the
major changes in the Basel Il capital regulations is that the Tier I capital will predominantly consist of common
equity (“Common Equity Tier 1”) of the banks which includes common shares, reserves and stock surplus.
Innovative perpetual debt instruments and perpetual non-cumulative preference shares will not be considered a part
of Common Equity Tier | capital. Basel 11l also defines criteria for Additional Tier | and Tier Il instruments to
improve their loss absorbency. The guidelines also set-out criteria for loss absorption through conversion/write-
down/write-off of all non-common equity regulatory capital instruments at the point of non-viability. The point of
non-viability is defined as a trigger event upon the occurrence of which non-common equity Tier | and Tier Il
instruments issued by banks in India under the Basel 11l rules may be required to be written off or converted into
common equity. The capital requirement, including the capital conservation buffer, will be 11.5% once these
guidelines are fully phased-in. Domestically, systemically important banks would be required to maintain Common
Equity Tier (“CET”) | capital requirement ranging from 0.2% to 0.8% of risk weighted assets. Banks will also be
required to have an additional capital requirement increasing linearly up to 2.5% of the risk weighted assets if the
RBI announces the implementation of countercyclical capital buffer requirements. Additionally, the Basel 111
Liquidity Coverage Ratio (“LCR”) requirements, which have been fully implemented as of January 1, 2019, require
a minimum 100% ratio of the Bank’s high quality liquid assets to its anticipated cash outflows measured over a 30-
day stressed period. The RBI, by its circular dated April 17, 2020, on the ‘Basel Il Framework on Liquidity Standards
— Liquidity Coverage Ratio (LCR)’, has stated that while banks are required to maintain LCR of 100% with effect
from January 1, 2019, in order to accommodate the burden on the banks’ cash flows on account of the COVID-19
pandemic, banks are permitted to maintain LCR as follows: (i) 80% from the date of circular (being, April 17, 2020)
to September 30, 2020, (ii) 90% from October 1, 2020 to March 31, 2021 and (iii) 100% with effect from April 1,
2021.Besides the LCR, the Basel III rules also envisage the Net Stable Funding Ratio (“NSFR”), which aims to
direct banks to fund their activities with more stable sources of funding on an ongoing structural basis. The RBI has
implemented the guidelines on Basel |1l Framework on Liquidity Standards — Net Stable Funding Ratio (“NSFR
Guidelines”) with effect from October 1, 2021. Under the NSFR Guidelines, the minimum NSFR is 100%, which
limits the reliance on short-term wholesale funding and may potentially increase the cost of funding and impact
profits.

In 2015, 2020 and 2021, we were informed by RBI about the deficiencies in stress tests for our regulatory liquidity
requirements as required under the Basel 111 framework. There were no penalties imposed upon us in this regard and
we have started conducting regular stress tests on our business pursuant to the requirement. If we are unable to meet
any existing or new and revised requirements, our business, future financial performance and the price of our equity
shares could be adversely affected.

Our success depends, in large part, upon our management team and skilled personnel and on our ability to attract
and retain such persons.

We are highly dependent on the continued services of our management team, including the efforts of our Managing
Director and Chief Executive Officer and two Executive Directors. We comply with the RBI guidelines on Fit &
Proper Criteria for Directors, relevant provisions of the Banking Regulation Act, 1949 (the “Banking Regulation
Act”) regarding Board composition, and other applicable provisions of the Companies Act, 2013 and SEBI Listing
Regulations.

We are also dependent on our experienced members of our Board of Directors and Senior Management. For details
of our Board and Senior Management, see “Board of Directors and Senior Management” on page 713. Our future
performance is dependent on the continued service of these persons. For instance, the term of appointment of our
Managing Director and CEO expires on September 22, 2024, and we cannot assure you that he will continue to be
reappointed as our Managing Director and CEO. Our Code of Corporate Governance, based on guidelines from the
RBI, recommends a retirement age of 70 years old. The RBI also mandates certain requirements (including
qualification and experience requirements) for directors who sit on the board of banks, such requirements will make
it more difficult for us to replace our directors when we have to. We may not be able to replace our Board with
similarly experienced professionals, which could materially and adversely impact the quality of our management and
leadership team. Any change in our senior leadership may also result in a material adverse effect to our business.

We do not maintain any keyman insurance. If one or more of these key personnel are unwilling or unable to continue
in their present positions, we may not be able to replace them with persons of comparable skills and expertise.

We also face a continuing challenge to hire and assimilate a number of skilled personnel. Competition for
management and other skilled personnel in our industry is intense, and we may not be able to attract and retain the
personnel we need in the future. The attrition rates for our employees for fiscal years 2021, 2022 and 2023 were
1.46%, 2.86% and 4.59%, respectively. The loss of key personnel or our inability to replace key personnel may
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restrict our ability to grow, to execute our strategy, to raise the profile of our brand, to raise funding, to make strategic
decisions and to manage the overall running of our operations, which would have a material adverse impact on our
results of operations and financial position.

Our business and financial results could be impacted materially by adverse results of legal proceedings.

There are outstanding legal proceedings involving our Bank, our Subsidiaries and our Directors which are primarily
incidental to our business and operations. These proceedings are pending at different levels of adjudication before
various courts, tribunals, quasi-judicial authorities and appellate tribunals. For further details of material legal
proceedings involving our Bank, our Subsidiaries and our Directors, see “Legal Proceedings” on page 768 and for
details of our contingent liabilities, see “Financial Information” on page 95. If any new developments arise, such as
a change in the applicable laws or rulings against us by appellate courts or tribunals, we may need to make provisions
in our financial statements that could increase our expenses and current liabilities.

We cannot assure you that these legal proceedings will be decided in our favor, or that no further liability will arise
out of these proceedings. Further, such legal proceedings could divert management time and attention and consume
financial resources. Any adverse outcome in any of these proceedings may adversely affect our profitability,
reputation, business, results of operations and financial condition.

We rely on third-party service providers who may not perform their obligations satisfactorily or in compliance
with law.

We enter into outsourcing arrangements with third party vendors, separate employees and independent contractors,
in compliance with the RBI guidelines on outsourcing. These vendors, employees and contractors provide services
that include, among others, cash management services, software services, client sourcing, debt recovery services,
certain back-office operations and call center services. We have also entered into arrangements with our fintech
collaborators, pursuant to which we provide, among other things, debit card offerings to customers. As of March 31,
2023, 23.06% of our personal loan disbursements, 81.05% of credit card issuances and 33.05% of incremental growth
in savings bank accounts, was attributable to our fintech collaborations.

Further, we rely on our relationship managers, banking correspondents, direct sales agents and connectors in respect
of our multi-pronged distribution approach. We cannot guarantee that there will be no disruptions in the provision of
such services or that these third parties will adhere to their contractual obligation. If there is a disruption in the third-
party services, fraud perpetuated by such third parties or if the third-party service providers discontinue their service
agreement with us, our business, financial condition and results of operations will be adversely affected. We may
also be subject to onerous terms in their service agreements, including, but not limited, non-solicitation of interest
from existing customers of fintech collaborators, non-competition clauses and unilateral rights to amend terms. In
case of any dispute, we cannot assure you that the terms of such agreements will not be breached, which may result
in litigation costs. Such additional cost, in addition to the cost of entering into agreements with third parties in the
same industry, may materially and adversely affect our business, financial condition and results of operations. The
“Guidelines on Managing Risks and Code of Conduct in Outsourcing of Financial Services by Bank” issued by the
RBI places obligations on banks, its directors and senior management for ultimate responsibility for the outsourced
activity. Private banks in India are required to ensure that their service provider employs the same high standard of
care in performing the services as would be employed by the banks, if the activities were conducted within the banks
and not outsourced. Banks are also required to provide prior approval for use of subcontractors by outsourced vendor
and to review the subcontracting arrangements and ensure that such arrangements are compliant with aforementioned
RBI guidelines. In respect of the arrangements with our fintech collaborators, our Bank is also required to comply
with relevant guidelines, including the Guidelines on Digital Lending and the Guidelines on Default Loss Guarantee
(DLG) in Digital Lending. Legal risks, including actions being undertaken by the RBI, if our third-party service
providers act unethically or unlawfully, could materially and adversely affect our business, financial condition and
results of operations. The RBI made observations in certain of its past inspection reports that our Bank has not
ensured that recovery agents hold the necessary certifications.

Entry into new businesses or focus on high margin lending products may expose us to increased risks that may
adversely affect our business.

The focus on high margin lending products such as credit cards, personal loans, MSME loans, commercial vehicles
/ construction equipment (“CV/CE”) loans, gold loans and microfinance expose us to increased risks within India
including higher levels of non-performing loans in our unsecured retail credit portfolio, increased operational risk,
increased fraud risk and increased regulatory and legal risk. We continue to focus on increasing the share of our high
margin lending products to improve our net interest margin (“NIM”). We have also entered into partnerships with
fintech collaborators to widen our reach to newer segments of the markets by providing among other things, debit
card offerings to customers. We intend to continue to pursue similar partnerships. However, RBI has made
observations in certain of its past inspection reports in respect of, among others, charging of interest rates, branding
difficulty which gave the impression that credit and debit cards were issued by our fintech co-branding partner and
lack of KYC due diligence of fintech collaborator firms.
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While we have taken measures to address the risks in these businesses, there can be no assurance that the businesses
would perform according to our expectations or that there would not be any adverse developments in these businesses
in the future. We use data analytics extensively in our high margin lending products, and there can be no assurance
that these analytical models will perform as intended. Our recent focus on partnerships with other entities to grow
our share of high margin lending products, increased geographical reach and diversified services offerings may not
yield the desired results and may lead to additional risks. Our inability to manage such risks may have an adverse
impact on our future business and strategy, our asset quality and profitability and the trading prices of our equity
shares.

We do not own the premises at a majority of our branches, delivery centers or offices from which we operate.

We do not own a majority of the premises in which our branches, delivery centers and other office premises are
situated. We cannot assure you that we will have the right to occupy our leased premises in the future, which may
impair our operations and could materially and adversely affect our business, results of operations and financial
condition.

Furthermore, some of our lease agreements and leave and license agreements may not be adequately stamped or
registered with the registering authority of the appropriate jurisdiction. An instrument not duly stamped, or
insufficiently stamped, shall not be admitted as evidence in any Indian court or may attract a penalty as prescribed
under applicable law, which could adversely affect the continuance of our operations and business.

The majority of our offices, branches and ATMs are located on premises leased from third parties, which require
renewal or escalations in rentals from time to time during the lease period. If we are unable to renew the relevant
lease agreements, or if such agreements are renewed on unfavorable terms and conditions, we may be required to
relocate operations and as a result, may incur additional costs or a loss of customers. We may also face the risk of
being evicted in the event that our landlords allege a breach on our part of any terms under these lease agreements.
This may cause a disruption in our operations or result in increased costs, or both, which may materially and adversely
affect our business, financial condition and results of operations in respect of such defaulting premises.

Our insurance coverage may not be adequate to protect us against all potential losses, which may have a material
adverse effect on our business, financial condition and results of operations.

Our operations are subject to various risks inherent in the banking industry, as well as fire, theft, robbery, earthquake,
flood, acts of terrorism and other force majeure events. Our insurance cover includes, among other things, public
liability, bankers’ indemnity, electronic equipment, cyber risk, computer crime and electronic crime. We maintain
insurance for our operations in India through third party insurers in India. None of our insurance policies are assigned
in favor of any third party. We may not have identified every risk and further may not be insured against every risk,
including operational risk that may occur and the occurrence of an event that causes losses in excess of the limits
specified in our policies, or losses arising from events or risks not covered by insurance policies or due to the same
being inadequate, could materially harm our financial condition and future results of operations. There can be no
assurance that any claims filed will be honored fully or timely under our insurance policies. Also, our financial
condition may be affected to the extent we suffer any loss or damage that is not covered by insurance or which
exceeds our insurance coverage. In addition, we may not be able to renew certain of our insurance policies upon their
expiration, either on commercially acceptable terms or at all.

Certain of our historical corporate records in connection with the allotment of our Equity Shares are not
traceable.

We are unable to trace corporate records relating to allotments of our Equity Shares made during the period
commencing from our incorporation until 2006 including prescribed forms required to be filed with the Registrar of
Companies by us. Accordingly, the information in relation to such allotments included in “Capital Structure” on
page 77 of this Preliminary Placement Document has not been independently verified. We cannot assure you that
these documents will be available in the future or that we will not be subject to any penalty imposed by the competent
regulatory authorities in this respect.

Deficiencies in the accuracy and completeness of information about our customers and counterparties may
adversely impact us.

We rely on the accuracy and completeness of information about our customers and counterparties, and on
representations by them or third parties as to the accuracy and completeness of such information, while carrying out
transactions with these entities or on their behalf. For example, when deciding whether or not to extend credit to a
customer, we may rely on reports of independent auditors with respect to the financial statements of the customer
and other field verification reports from various agents. We also rely on credit ratings and bureau scores assigned to
our customers. Our financial condition and results of operations could be negatively impacted by such reliance on
information that is inaccurate or materially misleading. This may affect the quality of information available to us
about the credit history of our borrowers, especially individuals and small businesses. As a consequence, our ability
to effectively manage our credit risk may be adversely affected.
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Our financial performance may be materially and adversely affected by an inability to generate and sustain other
income.

In fiscal year 2021, 2022 and 2023 we generated other income, which includes primarily commission, exchange and
brokerage income, profit on revaluation of investments, profit on sale of land, buildings and other assets, profit on
foreign exchange transactions (including derivative transactions), profit on sale of investments, income earned by
way of dividends etc. from subsidiaries and associates, and other miscellaneous income including recoveries in assets
written off, of ¥19,716.54 million, ¥21,209.33 million and 324,362.37 million respectively. This represents 12.11%,
12.85% and 12.03% of our total income for fiscal years 2021, 2022 and 2023.

We generate a portion of our other income from commission. We are facing various pressures in generating
commission income, which may result in reduced margins going forward. In particular, the premiums and fee
structures that we use in our business may be limited by existing and upcoming regulations, which may result in our
being paid less overall for our services and products. Moreover, the Indian financial services sector is facing
increasing competition, which might further reduce the income that we generate. There can be no assurance that we
will be able to sustain current levels of income from, or effectively manage the risks associated with, our businesses
in the future.

We may undertake strategic investments or divestments, acquisitions and joint ventures, which may not perform
in line with our expectations.

We may, depending on our management's view and market conditions, pursue strategic investments or divestments,
undertake acquisitions and enter into joint ventures. For instance, our Subsidiary, Fedbank Financial Services
Limited, filed its draft red herring prospectus on February 18, 2022 with SEBI for the proposed initial public offering
of its equity shares, and we are considering a sale of equity shares as part of its initial public offering, the timing of
which is uncertain. We have also historically pursued strategic investments to expand our service offering. For
example, we have invested in our associate, Ageas Federal Life Insurance Company Limited, where we hold 26.00
% of the shares as of March 31, 2023. While the investment in our associate allows us to market our co-branded life
insurance products in India, the complexities of the products also expose us to the risk that the models set up on
actuarial software to compute the actuarial liabilities and deferred acquisition cost may contain errors or may require
continuous improvement over a period of time.

We have, in the past and will in the future continue to,enter into various real estate purchases and acquisitions
including the acquisition of certain portfolios or accounts, in its entirety or part thereof, from other banks or financial
institutions. Since we may only be able to undertake limited diligence on the security and collateral of such acquired
accounts, there are no assurances that the asset quality, creditworthiness of such borrowers or the security and
collateral provided under these portfolios and accounts are of a similar level to the existing borrowers, portfolios or
accounts of our Bank. This may result in difficulties should any of such portfolios or accounts enter into default,
which might materially and adversely affect our business, financial condition and results of operations.

We cannot assure you that we will be able to undertake or continue such strategic investments or divestments,
acquisitions (including by way of a merger, or share or asset acquisition) or joint ventures in the future, either on
terms acceptable to us or at all. Moreover, we require regulatory approval for acquisitions, and we cannot guarantee
that we will receive such approvals in a timely manner, or at all. Any inability to identify suitable acquisition targets
or investments or failure to complete such transactions may adversely affect our competitiveness or growth prospects.

We may have future plans to be involved in new businesses, including complementary businesses, technologies,
services and products, and we may enter into strategic partnerships or joint ventures with parties that we believe can
provide access to new markets, technology, capabilities or assets. These new businesses subject us to many risks,
and we can provide no assurances that any such ventures will be successful or meet our expectations. If these new
ventures are not successful, we may suffer losses, dilute value to shareholders or may not be able to take advantage
of appropriate investment opportunities or conclude transactions on terms commercially acceptable to us. We could
also have difficulty in integrating the acquired products, services, solutions, technologies, management and
employees into our operations. We may face litigation or other claims arising out of our new businesses, including
disputes with regard to additional payments or other closing adjustments. These difficulties could disrupt our ongoing
business, distract our management and employees, and increase our expenses. As a result, our business, financial
condition and results of operations could be materially adversely affected.

The resurgence of the COVID-19 pandemic may affect our business and operations in the future.

The COVID-19 pandemic has had, and may continue to have, significant repercussions across local, national and
global economies and financial and banking markets. In the past, as a result of the implementation of lockdowns and
other restrictive measures in response to the spread of the COVID-19 pandemic by the Government of India, the
Indian economy, including the banking sector, faced significant disruptions. This led to disruptions in our operations
for certain periods. For instance, as a result of the RBI notification dated August 6, 2020 titled “Resolution
Framework for COVID-19-related Stress” and its related notifications, we had extended the facility of restructuring
loans to eligible borrowers.
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The resurgence of the COVID-19 pandemic or any future outbreak of another highly infectious or contagious disease
may adversely affect our business, results of operations and financial condition. Further, COVID-19 may also have
the effect of exacerbating many of the other risks described in this “Risk Factors” section. For further details, see
“Management’s Discussion and Analysis of Factors Affecting Financial Condition and Results of Operations”
beginning on page 607.

Our hedging strategies may not be successful in preventing all risk of losses.

We may utilize a variety of financial instruments, such as derivatives, interest rate swaps, futures and forward
contracts, including foreign exchange and interest rate products oriented towards the hedging needs of our customers
to seek to hedge against any declines in our assets as a result of changes in currency exchange rates, certain changes
in the equity markets and market interest rates and other events. Hedging transactions may also limit the opportunity
for gain if the value of the hedged positions should increase, it may not be possible for us to hedge against a change
or event at a price sufficient to fully protect our assets from the decline in value of the positions anticipated as a result
of such change. In addition, it may not be possible to hedge against certain changes or events at all. While we may
enter into such transactions to seek to reduce currency exchange rate and interest rate risks, or the risks posed by the
occurrence of certain other events, unanticipated changes in currency or interest rates or the non-occurrence of other
events being hedged may result in our poorer overall performance than if we had not engaged in any such hedging
transaction. In addition, the degree of correlation between price movements of the instruments used in a hedging
strategy and price movements in the position being hedged may vary. Moreover, for a variety of reasons, we may
not seek to establish a perfect correlation between such hedging instruments and the positions being hedged. Such
imperfect correlation may prevent us from achieving the intended hedge or expose us to additional risk of loss, which
in turn may adversely affect our business, financial condition and results of operations.

Our debt investment portfolio, treasury income and derivatives portfolio are exposed to risks relating to mark-to-
market valuation, illiquidity, credit risk and income volatility.

Our Bank had a debt investment portfolio available for sale of ¥89,129.10 million as of March 31, 2023, which
mainly comprises fixed-rate bonds. We have put in place different limits and controls over investment portfolio
exposures, like the modified duration and price variation per basis point (“PVBP”) tests to manage risks in our Bank's
investments, but in the event interest rates rise, our portfolio will be exposed to the adverse impact of the mark-to-
market valuation of such bonds. Any rise in interest rates leading to a fall in the market value of such debentures or
bonds may materially and adversely affect our business, financial condition and results of operations. We face income
volatility due to the illiquid market for the disposal of some of debt investment portfolio.

Income from our sale of investments was 8.13%, 4.77% and 0.81% of our total net income (which comprises net
interest income plus other income) on a standalone basis for fiscal year 2021, 2022 and 2023.

Our income from our treasury operations is subject to volatility due to, among other things, changes in interest rates
and foreign currency exchange rates as well as other market fluctuations. For example, an increase in interest rates
may have a negative impact on the value of certain investments such as Government securities and corporate bonds
and may require us to mark down the value of these investments on our balance sheet and recognize a loss on our
income statement.

Similarly, our derivative portfolio is subject to fluctuations in interest rates and foreign exchange rates, and any
movement in those rates may require us to mark down the value of our derivatives portfolio. The notional principal
of interest rate derivatives and currency derivatives (notional principal amount) as on March 31, 2023, was
%110,800.00 million and ¥131,135.20 million, respectively. The net mark-to-market amount is determined from time
to time. While we invest in corporate debt instruments as part of our normal business, we are exposed to risk of the
issuer defaulting on its obligations. Changes in corporate bond spreads also affect valuations and expose us to risk
of valuation losses. Although we have risk and operational controls and procedures in place for our treasury
operations, such as sensitivity limits, position limits, stop loss limits and exposure limits, that are designed to mitigate
the extent of such losses, there can be no assurance that we will not lose money in the course of trading on our fixed
income book in held for trading and available-for-sale portfolio. Any such losses could materially and adversely
affect our business, financial condition and results of operations.

A delay in the resolution of stressed assets and increased provisioning norms may adversely affect our business,
results of operations and financial condition.

Resolution of large borrowers’ accounts which are facing severe financial difficulties may require coordinated deep
financial restructuring under the Insolvency and Bankruptcy Code, 2016. The RBI has periodically announced
mechanisms for the resolution of stressed accounts, particularly with a view to address the stress faced by the Indian
corporate sector and the increasing non-performing and restructured corporate loans in the Indian banking sector.
The Insolvency and Bankruptcy Code promulgated in May 2016 provides a legal and time bound resolution
framework for corporations under stress. The Banking Regulation Act, 1949 was amended in 2020 empowering the
RBI to participate in the resolution of stressed assets and authorizing it to intervene where required. In view of a
strong institutional mechanism for resolution being established with the operation of the Insolvency and Bankruptcy
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Code, the RBI withdrew the existing mechanisms for resolution of stressed accounts, including the Corporate Debt
Restructuring system and the Joint Lenders’ Forum, through a notification issued in February 2018, under the
Revised Framework for Resolution of Stressed Assets. The guideline was subsequently amended and in June 2019,
the RBI issued the Reserve Bank of India (Prudential Framework for Resolution of Stressed Assets) Directions 2019.
The revised guideline allows banks to decide on referring an account for resolution under the Insolvency and
Bankruptcy Code compared to the earlier requirement of referring in the event the resolution plan is not implemented
within the stipulated timeline. However, it proposes higher provisioning in case the resolution plan is not
implemented within stipulated timelines. The additional provisions are not required to be made if insolvency
proceedings are initiated within 210 days of default. For instance, our Bank has initiated various proceedings under
the Insolvency and Bankruptcy Code for the recovery of amounts totaling ¥657.75 million, and which we have
provisioned ¥657.75 million for under the IRAC Norms. Any further increase by the RBI of the provisioning
requirements, including in relation to the Discussion Paper on Introduction of Expected Credit Loss Framework for
Provisioning by Banks, may adversely affect our business, results of operations and financial condition.

Non-compliance with RBI inspection/observations may have a material adverse effect on our business, financial
condition or results of operation.

We are subject to periodic inspections by RBI under the Banking Regulation Act and the Reserve Bank of India Act.
During the course of assessment, the RBI advises issues related to various risk and regulatory non-compliances, and
during such inspections RBI has in the past made certain observations regarding our business and operations. In
certain of its past inspection reports, RBI has made observations in relation to, among other things: (i) certain non-
compliances with guidelines such as those in relation to unauthorized operations in internal and office accounts, and
automation of income recognition, asset classification and provisioning, (ii) delay in compliance with action points
of the previous RBI inspection reports; (iii) non-adherence to certain corporate governance norms including related
to analysis of risks by the board prior to tie-ups with fintech firms and analysis of root causes for increase in frauds;
(iv) certain deficiencies in our compliance function, including the holding of equity shares in physical form and our
Bank’s low credit disbursal. In relation to the inspection report for the financial year ended March 31, 2022 we are
yet to comply with certain observations. While we have undertaken steps to comply with these observations and have
informed RBI regarding the status of our compliance, there can be no assurance that RBI will consider such steps to
be adequate and treat the observations as being duly complied with. In the event we are not able to comply with the
observations made by the RBI, we could be subject to supervisory actions which may have a material adverse effect
on our reputation, financial condition and results of operations.

Our Bank’s unsecured loan portfolio is not supported by any collateral that could help ensure repayment of the
loan, and in the event of non-payment by a borrower of one of these loans, we may be unable to collect the unpaid
balance.

We offer unsecured personal loans to the retail customer segment, including salaried individuals and self-employed
professionals. In addition, we offer unsecured loans to corporates, small businesses and individual businessmen. As
of March 31, 2023, 15.14% of our Bank's loans were unsecured. Unsecured loans are at higher credit risk for us than
our secured loan portfolio because they may not be supported by realizable collateral that could help ensure an
adequate source of repayment for the loan. Although we may obtain direct debit instructions or post-dated checks
from our customers for our unsecured loan products, we may be unable to collect in part or at all in the event of non-
payment by a borrower. Further, any increase in delinquency in our unsecured loan portfolio could require us to
increase our provision for credit losses, which would decrease our earnings. Further, we could be subject to changes
in laws and regulations which may tighten RBI’s norms in respect of unsecured lending by banks, including the
increase in risk weights on unsecured personal loans. For further details, see “ Risk Factor 61- Changing laws, rules
and regulations and legal uncertainties, including adverse application of tax laws and regulations, across the
multiple jurisdictions we operate in may materially adversely affect our business and financial performance.” on
page 61.

Our contingent liabilities could adversely affect our financial condition.

As of March 31, 2023, we had total contingent liabilities of ¥766,059.73 million. Our off-balance sheet liabilities
consist of, among other things, liability on account of forward exchange and derivative contracts, guarantees,
acceptances, endorsements and other obligations and claims not acknowledged as debts. In case of derivative
contracts, we face potential losses if counterparties default due to adverse market movements. If any of these
contingent liabilities materialize, our business, financial condition and results of operations may be materially and
adversely affected.

We may breach third-party intellectual property rights.

We may be subject to claims by third parties, both inside and outside India, if we breach their intellectual property
rights by using slogans, names, designs, software or other such rights that are of a similar nature to the intellectual
property these third parties may have registered or are using. We might also be in breach of such third-party
intellectual property rights due to accidental or purposeful actions by our employees where we may also be subjected
to claims by such third parties.
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Any legal proceedings that result in a finding that we have breached third parties’ intellectual property rights, or any
settlements concerning such claims, may require us to provide financial compensation to such third parties or stop
using the relevant intellectual property (including by way of temporary or permanent injunction) or make changes to
our marketing strategies or to the brand names of our products, any of which may have a material adverse effect on
our business, prospects, reputation, results of operations and financial condition.

Actuarial valuations of retiral benefits are carried out by an independent actuary and if such valuations are
incorrect, it could have an adverse effect on our financial condition.

We operate defined benefit schemes such as gratuity and pension for eligible employees. Under the defined benefit
plans, there is an obligation to pay defined future benefits from the time of retirement. The calculation of the net
obligation is based on valuations made by external actuaries who are qualified to do such valuations and estimations.
These valuations rely on assumptions about a number of variables, including discount rate and mortality rates and
salary increases. We and our auditors rely on the valuations done by actuaries. Actuarial risk arises as estimated
value of the defined benefit scheme liabilities may increase due to changes in actuarial assumptions.

Changes in our pension liabilities and obligations could have a materially adverse effect on us.

We operate a defined benefit pension scheme in respect of certain eligible employees. The pension fund is
administered by the board of trustees and managed by a life insurance company. Should the value of assets to
liabilities in respect of the defined benefit scheme operated by us record a deficit, due to either a reduction in the
value of the pension fund assets (depending on the performance of financial markets) and/or an increase in the
pension fund liabilities due to changes in legislation, mortality assumptions, discount rate assumptions, inflation, the
expected rate of return on scheme assets, or other factors, this could result in us having to make increased
contributions to reduce or satisfy the deficits which would divert resources from use in other areas of our business
and reduce our capital resources.

Potential employee strikes could have a materially adverse effect on our business and operations.

Some of our workforce is currently unionized. From time to time, the labor unions for the banking employees
organize strikes, as a result of which, we have been and may in the future be affected by strikes, work stoppages or
other labor disputes. We have had past instances of industry-wide strikes by the unions which affected all banks and
we have also had past instances of strikes which only affected our Bank. In the event of a labor dispute, protracted
negotiations and strike action may impair our ability to carry on our day-to-day operations, which could materially
and adversely affect our business, future financial performance and results of operations.

We may not successfully implement our sustainability strategies or satisfy our ESG commitments, or our
performance may not meet investor or other stakeholder expectations or standards, which could adversely impact
our reputation, access to capital, business and financial condition.

Customers are increasingly favoring companies that are committed to addressing the social and environmental
challenges we face as a society, and we seek to ensure that customers are aware of our commitment to ESG initiatives
in our business strategy by developing products and services aligned with these new standards and goals. As a private
sector bank in India with a focus on ESG, our practices and commitments are subject to scrutiny by all our
stakeholders.

If we are not successful in implementing our ESG and other sustainability initiatives and commitments, or if we fail
to satisfy investor or other stakeholder expectations or standards in the execution of our sustainability strategies,
including as the result of non-successful investments in new technologies, changes in customer behavior and
preferences with respect to sustainability, uncertainty about market signals with respect to sustainability matters
including climate change and negative feedback on our sustainability strategies, our business, results of operations,
financial condition and prospects, access to capital and our reputation may be adversely affected.

Our Unsecured Basel 111 compliant Tier-II Subordinate Bonds (“Subordinate Bonds”) are listed on NSE and we
are subject to rules and regulations with respect to such listed Subordinate Bonds. If we fail to comply with such
rules and regulations, we may be subject to certain penal actions, which may have an adverse effect on our
business, results of operations, financial condition and cash flows. Further, the trading in our NCDs has been
and may continue to be limited or sporadic, which may affect our ability to raise debt financing in the future.

Our Subordinate Bonds are listed on the debt segment of NSE, two of which are rated AA/Stable, and one of which
is rated AA/Positive by India Rating and Research Private Ltd. We are required to comply with various applicable
rules and regulations, including the Securities and Exchange Board of India (Issue and Listing of Non-Convertible
Securities) Regulations, 2021, as amended, and applicable provisions of the SEBI Listing Regulations, in terms of
our listed Subordinate Bonds, and the listing agreement entered into therein. If we fail to comply with such rules and
regulations, we may be subject to certain penal actions, including, without limitation, restrictions on the further
issuance of non-convertible securities by us or our Promoter and the freezing of transfers of securities, which may
have an adverse effect on our business, results of operations, financial condition and cash flows.

56



50.

51.

52.

Trading in our Subordinate Bonds has been limited and we cannot assure you that the Subordinate Bonds will be
frequently traded on the NSE or that there would be any market for the Subordinate Bonds. Further, we cannot predict
if and to what extent a secondary market may develop for the Subordinate Bonds or at what price the Subordinate
Bonds will trade in the secondary market or whether such market will be liquid or illiquid.

Additional capital requirements of our Associates and Subsidiaries or our inability to monetize a part of our
shareholding in them may adversely impact our business and the trading prices of our equity shares.

As of March 31, 2023, we owned 26.00% of the shares of our insurance associate, Ageas Federal Life Insurance
Company Limited and 19.79% of our investment banking associate, Equirus Capital Private Limited. Additionally,
as of March 31, 2023, we owned 73.21% of our subsidiary, Fedbank Financial Services Limited and 100.00% of the
shares of our Subsidiary, Federal Operations and Services Limited.

Additional capital may be required to support the business which may, among other reasons, arise due to regulatory
requirements or increased opportunities for growth or changes in loss experience and actuarial assumptions. Our
Associates and Subsidiaries may also explore mergers and acquisitions which may lead to issuance of equity shares.

Issuance of additional equity shares for the aforementioned or other reasons would reduce our shareholding, unless
we invest additional capital in these businesses. Our ability to invest additional capital in these businesses is subject
to RBI regulations on capital adequacy and its guidelines on financial services provided by banks that prescribe limits
for our aggregate investment in financial sector enterprises. All such investments require prior approval of the RBI.
The RBI has announced a review of the guidelines pertaining to ownership, governance and corporate structure of
private sector banks in India and has set up an internal working group to consider, among other things, holding of
financial subsidiaries through a non-operative financial holding company. In November 2020, RBI released the report
of the Internal Working Group to review the extant ownership and corporate structure guidelines for Indian private
sector banks and sought feedback on the recommendations by January 15, 2021. In November 2021, the RBI accepted
few recommendations made by the internal working group including a non-operative financial holding company
structure for all new licenses issued for universal banks. The outcome of this report may result in changes to our
group structure, the nature and impact of which we cannot currently predict, including a potential impact on our
investment in the businesses of our Associates and Subsidiaries. These changes, including if arising on account of
mergers and acquisitions, may impact our shareholding in our Subsidiaries and Associates resulting in a reduction
of our shareholding below the current level. There is no assurance that we will be able to undertake a monetization
of our investments in our associate, through public offering or otherwise, or of the level of valuation of the Associates
at which such monetization may take place and the resultant impact on our net income and shareholders' equity.

Any additional capital requirements of our Associates and Subsidiaries, restrictions on our ability to capitalize them
and a requirement that we reduce our shareholding substantially could adversely impact their growth, our future
capital adequacy, our financial performance and the prices of our equity shares.

The financial results of our insurance associate could be materially adversely affected by the occurrence of a
catastrophe.

Portions of our general insurance business may cover losses from unpredictable events such as hurricanes,
windstorms, epidemics, monsoons, earthquakes, fires, industrial explosions, floods, riots and other man-made or
natural disasters, including acts of terrorism, and epidemics or pandemics such as the COVID-19 pandemic. The
incidence and severity of these catastrophes in any given period are inherently unpredictable. Although reserves are
established after an assessment of potential losses relating to catastrophes covered, there is no assurance that such
reserves would be sufficient to pay for all related claims.

In addition, our insurance associate’s operations are also exposed to claims arising out of catastrophes and epidemics
or pandemics, such as the COVID-19 pandemic, due to increased mortality and morbidity claims of affected
customers. In addition, catastrophes could result in losses in the investment portfolios of our life insurance associate
due to, among other reasons, the failure of its counterparties to perform their obligations or significant volatility or
disruption in the financial markets.

Although our insurance associate monitors its overall exposure to catastrophes and epidemics and other unpredictable
events in each geographic region and determine their underwriting limits related to insurance coverage for losses
from such events, the insurance associate generally seek to reduce its exposure through the purchase of reinsurance,
selective underwriting practices and by monitoring risk accumulation. Claims relating to catastrophes and epidemics
or pandemics may result in unusually high levels of losses and may require additional capital to maintain solvency
margins. This could have a material adverse effect on the profits recorded attributable to our investment in our
insurance associates, and accordingly, our financial position and results of operations.

We are subject to risks related to our ESG activities and disclosures, and our reputation could be harmed if we
fail to meet our public sustainability targets and goals.
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We have a target of installing in-house solar power generation capacity of 500 KW by March 2025, having achieved
a capacity of 300 KW as of March 31, 2023, and a target of ensuring that at least 10% of all our branches are green-
certified by March 2028. See For further information on our sustainability initiatives, see “ Our Business -
Environment, Social and Governance (“ESG”) Initiatives” on page 688.

While our sustainability strategy and practices and the level of transparency with which we are approaching them
are foundational to our business, they expose us to several risks, including:

. that we may fail or be unable to fully achieve one or more of our targets due to a range of factors within or
beyond our control, or that we may adjust or modify our stated goals in light of new information, adjusted
projections, or a change in business strategy, any of which could negatively impact our brand, reputation,
and business;

. that achieving our targets may require us to expend significant resources, which could divert the attention
of our senior management and key personnel, negatively impact profitability, harm us competitively, or
otherwise limit our ability to make investments in our growth;

o that our disclosures related to ESG may result in heightened scrutiny from stakeholders or other third parties
of our ESG performance, activities, and decisions;

. that a failure to, or perception of a failure to, disclose metrics and set goals that are rigorous enough or in
an acceptable format, make appropriate disclosures and/or prioritize the "correct” or most material ESG
goals, could negatively impact our brand, reputation, and business;

) that certain metrics we utilize receive limited assurance from and/or verification by third parties, may
involve a less rigorous review process than assurance sought in connection with more traditional audits, and
such a review process may not identify errors and may not protect us from potential liability under the
securities laws; and

) that the ESG or sustainability standards, norms, or metrics, which are constantly evolving, change in a
manner that impacts us negatively or requires us to change the content or manner of our disclosures, and
our stakeholders or third parties view such change(s) negatively, we are unable to adequately explain such
changes, or we are required to expend significant resources to update our disclosures, any of which could
negatively impact our brand, reputation, and business.

For the reasons mentioned above, any failure by us to anticipate, identify or respond adequately or quickly enough
to our stakeholder concerns surrounding our ESG activities and disclosures or our inability to implement or achieve
our ESG goals and targets, could have a material adverse effect on our reputation, business, financial condition,
results of operations and future prospects.

Our ability to pay dividends in the future will depend on our future cash flows, working capital requirements,
capital expenditures and financial condition.

In its circulars dated April 17, 2020 and December 4, 2020, the RBI notified banks that they should continue to
conserve capital to support the economy and absorb any potential losses and, accordingly, directed banks to not make
any further dividend payouts from the profits pertaining to fiscal year ended March 31, 2020. Accordingly, we have
not declared any dividend for fiscal year 2020. We cannot guarantee that we will not be subject to similar restrictions
in the future. On April 22, 2021, the RBI permitted commercial banks to again pay dividends relating to the profits
for fiscal year 2021, subject to the quantum of the dividend not exceeding fifty percent of the amount determined in
accordance with the dividend payout ratio prescribed by the RBI. The RBI has also directed all banks to ensure they
continue to meet the applicable minimum regulatory capital requirements following any dividend payments. When
declaring the dividend, the board of directors of the bank is required to consider the current and projected capital
position of the bank compared to the applicable capital requirements and the adequacy of provisions, taking into
account the economic environment and the outlook for profitability. Further, the amount of our future dividend
payments, if any, will depend on our future earnings, capital requirements, cash flows, financial condition, working
capital requirements, capital expenditures, applicable Indian legal restrictions and other factors. There can be no
assurance that we will pay dividends. We may decide to retain all of our earnings to finance the development and
expansion of our business and, therefore, may not declare dividends on our Equity Shares. Additionally, in the future,
we may be restricted by the terms of our financing agreements in making dividend payments unless otherwise agreed
with our lenders.

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

Our financial statements are prepared and presented in conformity with Indian GAAP. No attempt has been made to
reconcile any of the information given in this document to any other principles or to base it on any other standards.
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Indian GAAP differs in certain significant respects from IFRS, U.S. GAAP and other accounting principles with
which prospective investors may be familiar in other countries. If our financial statements were to be prepared in
accordance with such other accounting principles, our results of operations, cash flows and financial position may
be substantially different. Prospective investors should review the accounting policies applied in the preparation of
our financial statements and consult their own professional advisers for an understanding of the differences between
these accounting principles and those with which they may be more familiar.

We have presented certain supplemental information of our performance and liquidity which is not prepared
under or required under Indian GAAP

This Preliminary Placement Document includes our Non-GAAP Measures and certain other industry measures
related to our operations and financial performance, which are supplemental measures of our performance and
liquidity and are not required by, or presented in accordance with, Indian GAAP, IFRS or US GAAP.

Further, these Non-GAAP Measures and industry measures are not a measurement of our financial performance or
liquidity under Indian GAAP, IND-AS, IFRS or US GAAP and should not be considered in isolation or construed
as an alternative to cash flows, profit/ (loss) for the years/ period or any other measure of financial performance or
as an indicator of our operating performance, liquidity, profitability or cash flows generated by operating, investing
or financing activities derived in accordance with Indian GAAP, IND-AS, IFRS or US GAAP. In addition, such
Non-GAAP Measures and industry measures are not standardized terms and may vary from any standard
methodology that is applicable across the Indian banking industry, and therefore may not be comparable with
financial or industry related statistical information of similar nomenclature computed and presented by other
companies, and hence a direct comparison of these Non- GAAP Measures and industry measures between companies
may not be possible. Other companies may calculate these Non-GAAP Measures and industry measures differently
from us, limiting its usefulness as a comparative measure. Although such Non-GAAP Measures and industry
measures are not a measure of performance calculated in accordance with applicable accounting standards, our
management believes that they are useful to an investor in evaluating us as they are widely used measures to evaluate
a company’s operating performance.

In addition, certain statistical information included in this Preliminary Placement Document has not been prepared
in accordance with the requirements specified under the U.S. Securities Act, which requires average balances to be
prepared on the basis of daily averages or, in limited circumstances, monthly averages. Certain average balances for
Fiscals 2021, 2022 and 2023 are calculated based on quarterly averages, i.e., the simple average of all four quarter
balance sheet figures in the respective Fiscals. See “Selected Statistical Information” on page 697. The preparation
of the average balance sheet information appearing elsewhere in this document impacts important statistical
information including return on average equity, return on average assets, average yield, average cost, return on
equity, cost to average assets, average net worth to total average assets, consolidated yield, consolidated cost of funds
and consolidated net interest margin. Accordingly, you should not place undue importance on small changes from
year to year or on statistical information based on average balances.

Annualized financial data contained in this preliminary placement document may not reflect our future
performance.

We present RoA, RoE, RORWA, NIM, risk adjusted NIM, credit costs and cost of deposits on an annualized basis
(“Annualized Financial Data”) in this Preliminary Placement Document. These calculations do not take into
account seasonality factors or any other factor which could impact quarter-on-quarter or period-on-period variations,
and may not reflect our actual performance for the period presented. The presentation of Annualized Financial Data
has limitations as analytical tools and should not be considered in isolation or as a substitute for analysis of our
operating results. Annualized Financial Data are not standard measures under the Indian GAAP and should not be
considered in isolation or construed as alternatives to net income/loss, cash flow or any other measure of financial
performance or as indicators of our operating performance, liquidity, profitability or cash flows generated by
operating, investing or financing activities. Annualized Financial Data presented herein may not be comparable to
similarly titled measures presented by other companies.

Statistical and industry data in this document may be incomplete or unreliable.

Neither we nor the Book Running Lead Managers nor any person related to this offering have independently verified
data obtained from industry publications and other industry sources referred to in this document and therefore, while
we believe such data to be true, we cannot assure you that such data is complete or reliable. Such data may also be
produced on different bases from those used in the industry publications we have referenced. Therefore, discussions
of matters relating to India, its economy and the industries in which we currently operate are subject to the caveat
that the statistical and other data upon which such discussions are based may be incomplete or unreliable and
prospective investors are advised not to place undue reliance on such data. See “Industry Overview” on page 648.

Risks Relating to Regulations
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We operate in a highly regulated environment and there are numerous laws and regulations impacting many aspects of our
operations, including our capital maintenance, lending limits and the types of business in which we can engage. As such, we
are exposed to a number of risks relating to regulations, including these detailed below. Any change to the existing legal
framework or enactment of stricter laws will require us to allocate additional resources, which may increase our regulatory
compliance costs and divert management attention.

It may also impact our ability to undertake certain types of businesses, which may impact our growth and profits.
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We operate in a highly regulated environment

We operate in a highly regulated environment in which we are regulated by SEBI, RBI, and other domestic and
international regulators. Accordingly, legal and regulatory risks are inherent and substantial in our businesses. As we
operate under licenses or registrations obtained from appropriate regulators, we are subject to actions that may be
taken by such regulators in the event of any non-compliance with any applicable policies, guidelines, circular,
notifications and regulations issued by the relevant regulators.

Being regulated, we are subject to regular scrutiny and supervision by their respective regulators, such as regular
inspections that may be conducted by the RBI. The requirements imposed by regulators are designed to ensure the
integrity of the financial markets and to protect investors and depositors. Any non-compliance with regulatory
guidelines and directions may result in substantial penalties and reputational impact, which may affect the price of
our Equity Shares. Among other things, in the event of being found non-compliant, we could be fined or prohibited
from engaging in certain business activities. For instance, in 2022, RBI imposed a monetary penalty of *57.2 million
on our Bank for non-compliance with the Reserve Bank of India (Financial Services provided by Banks) Directions,
2016 in respect of, among others, certain failures to ensure that incentives were not paid to our staff engaged in
insurance broking and corporate agency services.

In addition, we are also exposed to the risk of us or any of our Directors, senior management or employees being
non-compliant with insider trading rules or engaging in front running in securities markets. For example, in 2017,
one of our employees was found to have executed certain transactions in the scrip of our Bank without the necessary
pre-clearance and disclosures, and the employee was fined ¥800,000 by SEBI for violating the Securities and
Exchange Board of India (Prohibition of Insider Trading) Regulations, 2015. Further, the RBI made observations in
certain of its past inspection reports in relation to multiple instances of buying and selling of illiquid assets in respect
of OTC, CSGL transactions entered by our Bank’s CSGL clients. Our Bank had also issued cautionary letters to nine
of our employees for violations of the provisions of the Prohibition of the Insider Trading Code. In the event of any
other such violations, regulators could take regulatory actions, including financial penalties against us and the
concerned employees. This could have a materially adverse financial and reputational impact on us.

Any change to the existing legal or regulatory framework will require us to allocate additional resources, which may
increase our regulatory compliance costs and direct management attention and consequently affect our business.

For more information, see “Risk Factor 61- Changing laws, rules and regulations and legal uncertainties, including
adverse application of tax laws and regulations, across the multiple jurisdictions we operate in may materially
adversely affect our business and financial performance.” on page 59 and “Risk Factors 41- Non-compliance with
RBI inspection/observations may have a material adverse effect on our business, financial condition or results of
operation.” on page 55.

We have previously been subject to penalties imposed by the RBI. Any regulatory investigations, fines, sanctions,
and requirements relating to conduct of business and financial crime could negatively affect our business and
financial results, or cause serious reputational harm across our businesses.

The RBI is empowered under the Banking Regulation Act, to impose penalties on banks for any failure by the banks
to comply with the applicable regulatory requirements. For example, in 2022, RBI imposed a monetary penalty of
¥57.2 million on our Bank for non-compliance with the Reserve Bank of India (Financial Services provided by
Banks) Directions, 2016 in respect of, among others, certain failures to ensure that incentives were not paid to our
staff engaged in insurance broking and corporate agency services. We have also previously been subject to penalties
imposed by the RBI for non-replenishment of cash in automated teller machines and failure to detect fake bank notes
and for failure to exchange soiled bank notes. Our Bank has been levied penalties and fines of amounts totaling
%64.42 million over the past three fiscal years. For further details, see “Risk Factors 58 — Risks Relating to
Regulations — We operate in a highly regulated environment” on page 60 and “Risk Factors 67— Risks Relating to
Regulations — Any non-compliance with mandatory Anti Money Laundering and Know Your Customer policies could
expose us to additional liability and harm our business and reputation” on page 65.

We cannot predict the initiation or outcome of any further investigations by other authorities or different
investigations by the RBI. Any penalty imposed by the RBI may generate adverse publicity for our business. Such
adverse publicity, or any future scrutiny, investigation, inspection or audit which could result in fines, public
reprimands, damage to our reputation, significant time and attention from our management, costs for investigations
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and remediation of affected customers, may materially adversely affect our business and financial results. For details
of penalties imposed by RBI on us, see also “Legal Proceedings” on page 768.

Foreign investment may be restricted due to regulations governing aggregate foreign investment in our Bank’s
paid-up equity share capital.

Our Bank may become a "foreign owned" company as per the Consolidated FDI Policy issued by the Department of
Industrial Policy and Promotion, Ministry of Commerce and Industry (“Consolidated FDI Policy”) and any
investment by our Bank in its Subsidiaries may be subject to Indian foreign investment laws. Indian companies,
which are owned or controlled by non-resident entities, are subject to certain downstream investment restrictions
specified in the Consolidated FDI Policy. Under the Consolidated FDI Policy, an Indian company is considered to
be “owned” by a non-resident entity if 50.00% or more of its equity interest is beneficially owned by non-resident
entities. If the non-resident shareholding in our Bank, reaches or exceeds 50.00%, our Bank would be considered as
being “owned” by non-resident entities under the Consolidated FDI Policy. In such an event, any downstream
investment by our Bank may, subject to applicable regulations, be considered as indirect foreign investment and shall
be subject to various requirements specified under the Consolidated FDI Policy for downstream investments,
including sectoral investment restrictions, approval or operating requirements and pricing guidelines.

As of March 31, 2023, foreign investment in our Bank constituted 32.49% of the paid-up capital of our Bank. The
restrictions on the purchases of our Bank’s Equity Shares could limit our ability to attract foreign investors, and
negatively affect the price of our Bank’s shares and could limit the ability of investors to trade our Bank’s shares in
the market. These limitations and any consequent regulatory actions may also negatively affect our Bank’s ability to
raise additional capital to meet its capital adequacy requirements or to fund future growth through future issuances
of additional equity shares, which could have a material adverse effect on our business and financial results.

Changing laws, rules and regulations and legal uncertainties, including adverse application of tax laws and
regulations, across the multiple jurisdictions we operate in may materially adversely affect our business and
financial performance.

Our business and financial performance could be materially adversely affected by changes in the laws, rules,
regulations or directions applicable to us and our business, or the interpretations of such existing laws, rules and
regulations, or the promulgation of new laws, rules and regulations, in India or in the other jurisdictions we operate
in.

The governmental and regulatory bodies in India and other jurisdictions where we operate may notify new regulations
and/or policies, which may require us to obtain approvals and licenses from the government and other regulatory
bodies, or impose onerous requirements and conditions on our operations, in addition to those which we are
undertaking currently. Any such changes and the related uncertainties with respect to the implementation of new
regulations may have a material adverse effect on our business, financial condition and results of operations.

Banking Regulations

We operate in a highly regulated environment in which the RBI extensively supervises and regulates all banks. Our
business could be directly affected by any changes in policies for banks in respect of unsecured lending, directed
lending, reserve requirements, provisioning and other areas. For example, the RBI could change its methods of
enforcing directed lending standards so as to require more lending to certain sectors, which could require us to change
certain aspects of our business. In addition, we could be subject to other changes in laws and regulations, such as
those affecting the extent to which we can engage in specific businesses or those that reduce our margins through a
cap on either fees or interest rates chargeable to our customers or those affecting foreign investment or ownership
requirements in the banking industry, as well as changes in other governmental policies and enforcement decisions,
income tax laws, foreign investment laws and accounting principles. Laws and regulations governing the banking
sector may change in the future and any changes may materially adversely affect our business, our future financial
performance and the price of our equity shares.

The global financial regulations and guidelines developed by bodies such as the Basel Committee on Banking
Supervision (“BCBS”) would be implemented in India by the RBI, with or without customization. The RBI may also
bring in other prudent regulations as it may deem fit from time to time, for compliance by banks in India. Such
regulations may involve higher compliance costs and require banks to maintain higher capital ratios, prescribe
maintenance of capital to cover those risks that are hitherto not linked to capital requirements, increase capital
coverage for those risks covered at present and other prudential measures, the inability to cover which may result in
the RBI placing restrictions on distribution of profits and expansion of business. This may impact our ability to
achieve planned growth and impact our profitability.

Cash Reserve Ratio (“CRR”) and SLR requirements

Under the Reserve Bank of India (Cash Reserve Ratio (CRR) and Statutory Liquidity Reserve Ratio (SLR))
Directions, 2021 dated July 20, 2021 and the notifications issued by the RBI, we are subject to a CRR requirement
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under which we are currently required to keep 4.50% of our net demand and time liabilities in current account with
the RBI. We do not earn interest on cash reserves maintained with the RBI. The RBI may further increase the CRR
requirement as a monetary policy measure and has done so on numerous occasions in the past. Increases in the CRR
requirement could materially and adversely affect our business, net interest income, results of operations, and
financial condition. In addition, under the RBI’s regulations, our liabilities are subject to a SLR requirement,
according to which 18.00% of our net demand and time liabilities need to be invested in government securities,
treasury bills and other securities approved by the RBI from time to time.

Further, the RBI requires banks to maintain a SLR of 18.00%, effective from April 11, 2020. For fiscal year 2023,

the majority of Government securities held by us comprised fixed rate instruments. In an environment of rising
interest rates, the value of Government securities and other fixed income securities may depreciate. Our large
portfolio of Government securities may limit our ability to deploy funds into higher yielding investments.

Further, a decline in the valuation of our trading book as a result of rising interest rates may adversely affect our
financial condition and results of operations. As a result of the statutory requirements imposed on us, we may be
more structurally exposed to interest rate risk as compared to banks in other countries.

Further, the RBI may increase the CRR and SLR requirements to higher proportions as a monetary policy measure.
Any increases in the CRR from the current levels could affect our ability to deploy our funds or make investments,
which could in turn have a negative impact on our results of operations. We are also exposed to the risk of the RBI
increasing the applicable risk weight requirement for different asset classes from time to time. If we are unable to
meet the reserve requirements of the RBI, the RBI may impose penal interest or prohibit us from receiving any
further fresh deposits, which may have a material adverse effect on our business, financial condition and results of
operations.

Tax

The application of various Indian and international sales, value-added and other tax laws, rules and regulations to
our services, currently or in the future, may be subject to interpretation by applicable authorities, and if amended/
notified, could result in an increase in our tax payments (prospectively or retrospectively) and/or subject us to
penalties, which could affect our business operations. Further, we have incomplete income tax assessments for the
previous years and we run the risk of the Income Tax Department assessing our tax liability that may be materially
different from the provision that we carry in our books for the past periods.

Tax and other levies imposed by the central and state governments in India that affect our tax liability include central
and state taxes and other levies, income tax, turnover tax, goods and service tax, stamp duty and other special taxes
and surcharges which are introduced on a temporary or permanent basis from time to time. The final determination
of our tax liabilities involves the interpretation of local tax laws and related regulations in each jurisdiction as well
as the significant use of estimates and assumptions regarding the scope of future operations and results achieved and
the timing and nature of income earned and expenditures incurred. Moreover, the central and state tax scheme in
India is extensive and subject to change from time to time.

Further, as goods and services tax (“GST”) is implemented, there can be no assurance that we will not be required
to comply with additional procedures or obtain additional approvals and licenses from the government and other
regulatory bodies or that they will not impose onerous requirements and conditions on our operations. With the
implementation of GST, we are obligated to pass on any benefits accruing to us as result of the transition to GST to
the consumer thereby limiting our benefits. In order for us to utilize input credit under GST, the entire value chain
has to be GST compliant, including us. While we are and will continue to adhere to the GST rules and regulations,
there can be no assurance that our suppliers and dealers will do so.

Further, the Government of India announced the Union Budget for Fiscal 2023 (“Budget 2023”), pursuant to which
the Finance Bill 2023 has proposed various amendments. The Finance Bill 2023 has received assent from the
President of India on March 30, 2023 and has been enacted as the Finance Act 2023. We have not fully determined
the impact of these recent and proposed laws and regulations on our business. We cannot predict whether any
amendments made pursuant to the Finance Act 2023 will have an adverse effect on our business, financial condition
and results of operations.

In addition, many laws and regulations relating to privacy and the collection, storing, sharing, use, disclosure, and
protection of certain types of data are subject to varying degrees of enforcement and new and changing interpretations
by courts or regulators. Several jurisdictions have implemented new data protection regulations and others are
considering imposing additional restrictions or regulations. The Indian Government has been mooting a legislation
governing non-personal data. On November 18, 2022, the Ministry of Electronics & Information Technology
(“MeitY”) issued the draft Digital Personal Data Protection Bill, 2022 (“DPDB”), which was open for public
consultation till December 17, 2022. Earlier on August 4, 2022, MeitY withdrew the Data Protection Bill, 2021 on
the premise that the joint committee had recommended substantial amendments to the original draft, highlighting the
need for developing a "comprehensive" legal framework that is aligned with contemporary privacy laws and
constantly evolving nuances of the digital ecosystem. DPDB will apply to (i) the processing of digital personal data
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subject to exemptions (material scope), (ii) undertaken within India, and in certain cases, those carried outside of
India. Once enacted as law, DPDB is proposed to be implemented in phases. The RBI has also issued a circular on
the procedure of storage of payment systems data, to ensure that data, relating to payment systems operated by us is
stored only in India. Changes in laws or regulations relating to privacy, data protection, and information security,
particularly any new or modified laws or regulations, or changes to the interpretation or enforcement of such laws or
regulations, that require enhanced protection of certain types of data or new obligations with regard to data retention,
transfer, or disclosure, could require us to modify our existing systems or invest in new technologies to ensure
compliance with such applicable laws, which may require us to incur additional expenses.

Labor Laws

As of March 31, 2023, we have a total of 13,457 employees. Our full-time employees are employed by us and are
entitled to statutory employment benefits, such as the employees' provident fund scheme or the new pension scheme
and the employees' pension scheme, among others. In addition to our employees, we empanel agencies for our
outsourcing requirements and also engage persons on a contractual basis.

We are subject to various labor laws and regulations governing our relationships with our employees and contractors,
including in relation to minimum wages, working hours, overtime, working conditions, hiring and terminating the
contracts of employees and contractors, contract labor and work permits.

A change of law that requires us to increase the benefits to the employees from the benefits now being provided may
create potentially liability for us. Such benefits could also include provisions which reduce the number of hours an
employee may work for or increase in number of mandatory casual leaves, which all can affect the productivity of
the employees. For example, the Government of India has introduced (a) the Code on Wages, 2019 (“Wages Code”);
(b) the Code on Social Security, 2020 (“Social Security Code”); (c) the Occupational Safety, Health and Working
Conditions Code, 2020; and (d) the Industrial Relations Code, 2020 which consolidate, subsume and replace
numerous existing central labor legislations. The rules for the implementation of these codes have not been
announced, and as such, the full impact of such laws on our business, operations and growth prospects, remain
uncertain. For example, the Social Security Code aims to provide uniformity in providing social security benefits to
employees which were previously segregated under different acts and had different applicability and coverage.

A change of law that requires us to treat and extend benefits to our outsourced personnel, and personnel retained on
a contractual basis, as being full-time employees may create potentially liability for us. If we fail to comply with
current and future health and safety and labor laws and regulations at all times, including obtaining relevant statutory
and regulatory approvals, this could materially and adversely affect our business, future financial performance and
results of operations.

Currently, some of our workforce is unionized and it is possible that future calls for work stoppages or other similar
actions could have a material adverse impact on our day-to-day operations, until disputes are resolved. Any changes
or amendments in the industry wide settlement or periodical wage revisions may materially and adversely affect our
business, future financial performance and results of operations.

We depend on various licenses issued by domestic and foreign regulators for our banking and other operations.

We are also required to maintain various licenses issued by domestic regulators and foreign regulators for our banking
and other operations. Domestically, we maintain our licenses with the RBI, and SEBI. We also maintain our licenses
with the Central Bank of the UAE for our activities in UAE. Any license we have obtained may be revoked if we
fail to comply with any of the terms or conditions relating to such license, or restrictions may be placed on our
operations. Any such failure to obtain, renew or maintain any required approvals, permits or licenses, may result in
the interruption of all or some of our operations, which could materially and adversely affect our business and results
of operations.

In the future, we may be required to obtain new registrations, permits and approvals for any of our or our Subsidiaries’
or Associates’ existing business, as a result of change in current regulations or for any proposed expansion strategy
or diversification into additional business lines or new financial products. There can be no assurance that the relevant
authorities will issue any permits or approvals required by us in a timely manner, or at all, and/or on favorable terms
and conditions. If we fail to obtain any applicable approvals, licenses, registrations or consents in a timely manner,
we may not be able to undertake certain operations of our business which may affect our business or results of
operations. The RBI issues instructions and guidelines to banks on branch authorization from time to time. With the
objective of liberalizing and rationalizing the branch licensing process, the RBI, effective May 18, 2017, granted
general permission to domestic banks to open branches in Tier 1 to Tier 6 centers. If we are unable to perform in a
manner satisfactory to the RBI in any of the above areas, it may have an impact on the number of branches we will
be able to open and would in turn have an impact on our future growth and may also result in the imposition of penal
measures by the RBI.

Our Bank is required to undertake directed lending under RBI guidelines, which may require us to invest in
lower-yielding deposits, which could impact our profitability.
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The Reserve Bank of India (Priority Sector Lending — Targets and Classification) Directions, 2020 dated September
4, 2020 (“PSL Regulations”) sets out the broad policy in relation to priority sector lending. The PSL Regulations
apply to all commercial banks licensed to operate in India by the RBI. In terms of the PSL Regulations, the sectors
categorized as priority sectors are agriculture, micro, small and medium enterprises (“MSME”), export credit,
education, housing, social infrastructure, renewable energy and other sectors. Further, the PSL Regulations stipulate
that domestic commercial banks will have to allocate 40.00% of the adjusted net bank credit to priority sector lending
(“PSL”) or credit equivalent of off-balance sheet exposures, whichever is higher. Further, for agriculture sector,
micro-enterprises and advance to weaker sections, the targets are 18.00%, 7.50% and 12.00% of the adjusted net
bank credit or credit equivalent of off-balance sheet exposures, whichever is higher, respectively. It has also
prescribed sub-targets for small and marginal farmers, micro-enterprises and weaker sections. Our Bank has not
always been able to meet the lending targets of certain sub-targets of the priority sector lending scheme in the past
and may not be able to meet the overall priority sector lending target or certain sub-targets in the future. For example,
as of March 31, 2023 our Bank had a shortfall in lending to small and marginal farmers, whereby our lending was
9.78% as compared to a target of 13.78%. The RBI made observations in certain of its past inspection reports in
relation to our Bank’s persisting non-compliance with RBI guidelines on priority sector lending, despite observations
in previous inspection reports. Furthermore, the RBI can make changes to the types of loans that qualify under the
PSL scheme or the RBI can change the sub-target requirements. Changes that reduce the types of loans that can
qualify toward meeting our PSL targets could increase shortfalls under the overall target or under certain sub-targets.

In the case of non-achievement of priority sector lending targets, including sub-targets, we are required to invest in
the Rural Infrastructure Development Fund (“RIDF”) established with NABARD and other Funds with
NHB/SIDBI/MUDRA Limited, as decided by the Reserve Bank of India from time to time. The amount to be
deposited, interest rates on such deposits and periods of deposits, and other terms, are determined by the RBI from
time to time. The priority sector guidelines do not lay down any preferential interest rate for priority sector loans.
The interest rates on such deposits are lower than the interest rates which we would have obtained by investing these
funds at its discretion. As of March 31, 2023, our Bank’s total investments as directed by the RBI in such deposits
were 131,167.87 million. Additionally, as per RBI guidelines, non-achievement of priority sector lending target and
sub-targets will be taken into account by the RBI when granting regulatory clearances/approvals for various purposes.

Our Bank may experience a higher level of NPAs in our directed lending portfolio, particularly in loans to the
agricultural sector, small enterprises and weaker sections, where we are less able to control the portfolio quality and
where economic difficulties are likely to affect our borrowers more severely. Our Bank's gross NPAs in PSL sectors
as a percentage to gross loans were 3.76% as of March 31, 2023 (as compared to gross NPAs in PSL of 4.16% as of
March 31, 2022 and 4.13% as of March 31, 2021). Further expansion of the PSL scheme could result in an increase
of NPAs due to our limited ability to control the portfolio quality under the directed lending requirements.

In addition to the directed lending requirements, the RBI has encouraged banks in India to have a financial inclusion
plan for expanding banking services to rural and unbanked centers and to customers who currently do not have access
to banking services. The expansion into these markets involves significant investments and recurring costs. The
profitability of these operations depends on our ability to generate business volumes in these centers and from these
customers. Future changes by the RBI in the directed lending norms may result in our inability to meet the priority
sector lending requirements as well as require us to increase our lending to relatively more risky segments and may
result in an increase in non-performing loans.

We face restrictions on lending to large borrowers, which may have a material adverse effect on our business,
financial condition and results of operations.

In August 2016, the RBI released the Guidelines on Enhancing Credit Supply for Large Borrowers through Market
Mechanism. It was stated that corporate loans beyond the limit determined for a borrower, as per the guidelines,
would attract additional provisions and higher capital. Further, the RBI has also aligned its limits on single and group
borrowers to the Basel 111 standards. From April 2019, our limits for single and group borrowers are 20.0% and
25.0% of our Tier 1 Capital funds as against the previous norm under the Master Circular on Exposure Norms for
Financial Institutions in July 2015 of 15.00% and 40.00% of the Total Capital funds. These limits may be subjected
to further changes and revisions in future. In addition, the RBI has also issued guidelines on enhancing credit supply
for large exposures through market mechanism, which is effective from April 1, 2017. As per the guidelines, from
2017-18, incremental exposure of the banking system to a specified borrower beyond the Normally Permitted
Lending Limit (“NPLL”) shall be deemed to carry higher risks which needs be recognized by way of additional
provisioning and higher risk weights. These regulations may have a material adverse effect on our business, financial
condition and results of operations.

RBI guidelines relating to ownership in private banks and foreign ownership restrictions in private banks and its
downstream companies could discourage or prevent acquisition of a majority stake or other business combination
involving us.

On January 16, 2023, RBI issued the RBI (Acquisition and Holding of Shares of Voting in Banking Companies)
Directions, 2023 (the “Directions”) read with the Guidelines on Acquisition and Holding of Shares or Voting Rights
in Banking Companies (the “Guidelines”, read together with the Directions, the “Master Directions”). The
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Guidelines prescribe limits on ownership for all shareholders in the long run based on categorization of shareholders
under two broad categories: (1) in case of non-promoters: (a)10% of the paid-up share capital or voting rights of the
banking company in case of natural persons, non-financial institutions, financial institutions directly or indirectly
connected with large industrial houses and financial institutions that are owned to the extent of 50% or more or
controlled by individuals (including the relatives and persons acting in concert); and (b) 15% of the paid-up share
capital or voting rights of the banking company in case of certain financial institutions, supranational institutions,
public sector undertaking and central/state government; (2) in case of promoters, 26% of the paid-up share capital or
voting rights of the banking company after the completion of 15 years from commencement of business of the
banking company. The RBI may, subject to certain conditions, permit higher percentage of holding stakes by the
promoters or non-promoters on case-to-case basis under circumstances including relinquishment by existing
promoters, reconstruction/restructuring of banks or any other actions in the interest of the bank and its depositors. If
a transaction results in any person acquiring or agreeing to acquire, directly or indirectly, by itself or acting in concert
with any other person, shares of a banking company or voting rights therein which taken together with shares and
voting rights, if any, held by such person or such person’s relative or associate enterprise (as defined by the Banking
Regulation Act) or person acting in concert with such person, results in such person(s) holding at least 5.0% of the
paid-up share capital of a banking company or entitles such person(s) to exercise at least 5.0% of a banking company's
voting rights, RBI's approval is required prior to such a transaction.

The RBI, when considering whether to grant an approval, may take into account all matters that it considers relevant
to the application, including ensuring that shareholders whose aggregate holdings are above specified thresholds
meet fit and proper criteria.

There are also foreign ownership restrictions in a private bank which may impact an acquirer's ability to acquire a
majority of our shares or acquire control over us. For further details, see “Risk Factor 56 - Foreign investment may
be restricted due to regulations governing aggregate foreign investment in our Bank’s paid-up equity share capital”
on page 61. The implementation of such restrictions could discourage or prevent a change in control, merger,
consolidation, takeover or other business combination involving us, which might be beneficial to our shareholders.

Any substantial stake in us could discourage or prevent another entity from exploring the possibility of a combination
with us. Any such obstacles to potentially synergistic business combinations could negatively impact our share price
and have a material adverse effect on our ability to compete effectively with other large banks and, consequently,
our ability to maintain and improve our financial condition.

RBI guidelines relating to prompt corrective action could materially and adversely affect our business, future
financial performance and results of operations.

On November 2, 2021, the RBI revised the Prompt Corrective Action (“PCA”) framework for scheduled commercial
banks. The new PCA framework has stipulated thresholds for capital ratios, NPAs, profitability and leverage for
banks. When the PCA framework is triggered, the RBI would have a range of discretionary actions it can take to
address the outstanding issues. These discretionary actions include conducting supervisory meetings, conducting
reviews, advising banks’ boards for altering business strategy, review of capital planning, restricting staff expansion,
removing of managerial persons and superseding our Board. If we are covered under the PCA framework, it could
materially and adversely affect our business, future financial performance and results of operations.

Any non-compliance with mandatory Anti Money Laundering and Know Your Customer policies could expose us
to additional liability and harm our business and reputation.

In accordance with the requirements applicable to banks, we are mandated to comply with applicable AML and KYC
regulations in India. These laws and regulations require us, among other things, to adopt and enforce AML and KYC
policies and procedures. While we have adopted policies and procedures aimed at collecting and maintaining all
AML and KYC related information from our customers in order to detect and prevent the use of our banking networks
for illegal money-laundering activities, there may be instances where we may be used by other parties in attempts to
engage in money-laundering and other illegal or improper activities.

Although we believe that we have adequate internal policies, processes and controls in place to prevent and detect
AML activity and ensure KYC compliance, and have taken necessary corrective measures, there can be no assurance
that we will be able to fully control instances of any potential or attempted violation by other parties and may
accordingly be subject to regulatory actions including imposition of fines and other penalties by the relevant
government agencies to whom we report, including the Ministry of Finance, Department of Revenue, Financial
Intelligence Unit — India. Our business and reputation could suffer if any such parties use or attempt to use us for
money-laundering or illegal or improper purposes and such attempts are not detected or reported to the appropriate
authorities in compliance with applicable regulatory requirements. Further, the RBI made observations in certain of
its past inspection reports that there were deficiencies in capturing key customer information in our KYC database.

See “Legal Proceedings” on page 768.
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Our customers may engage in certain transactions in or with countries or persons that are subject to U.S. and
other sanctions.

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

We provide transfer, settlement and other services to our customers, who may be doing business with, or located in,
countries to which certain OFAC-administered and other sanctions apply, such as Iran. Although we believe we have
compliance systems in place that are sufficient to block prohibited transactions, there can be no assurance that we
will be able to fully monitor all of our transactions for any potential violation. The RBI observed in certain of its past
inspection reports that compliance to sanction conditions had been due since fiscal year 2018 in respect of certain
accounts with credit limits greater than 320 million. Although we do not believe that we are in violation of any
applicable sanctions, if it were determined that transactions in which we participate violate U.S. or other sanctions,
we could be subject to U.S. or other penalties, and our reputation and future business prospects in the United States
or with U.S. persons, or in other jurisdictions, could be adversely affected. We rely on our staff to be up-to-date and
aware of the latest sanctions in place. Further, investors in the equity shares could incur reputational or other risks as
the result of our customers’ dealings in or with countries or with persons that are the subject of U.S. sanctions.

RBI may remove any employee, managerial person or may supersede our Board of Directors in certain
circumstances.

The Banking Regulation Act confers powers on the RBI to remove from office any directors, chairman, chief
executive officer or other officers or employees of a bank in certain circumstances. RBI also has the powers to
supersede the board of directors of a bank and appoint an administrator to manage the bank for a period of up to 12
months in certain circumstances. The RBI may exercise powers of supersession where it is satisfied, in consultation
with the Central Government that it is in the public interest to do so, to prevent the affairs of any bank from being
conducted in a manner that is detrimental to the interest of the depositors, or for securing the proper management of
any bank. Should any of the steps as explained herein are taken by RBI, our business, results of operations and
financial conditions would be materially and adversely affected.

Adoption of a different basis of accounting or new accounting standards may result in changes in our reported
financial position and results of operations for future and prior periods.

The financial statements and other financial information included or incorporated by reference in this Preliminary
Placement Document are based on our standalone and consolidated financial statements under Indian GAAP. The
Ministry of Corporate Affairs, in its press release dated January 18, 2016, had issued a roadmap for implementation
of Indian Accounting Standards (“IND-AS”) which largely converges with International Financial Reporting
Standards as issued by the International Accounting Standards Board (“IFRS”) with certain carve-outs for scheduled
commercial banks, insurance companies and non-banking financial companies (the “Roadmap”). This Roadmap
required such institutions to prepare IND-AS-based financial statements for the accounting periods commencing on
or after April 1, 2018, and to prepare comparative financial information for accounting periods beginning April 1,
2017 and thereafter. The RBI, in its circular dated February 11, 2016, required all scheduled commercial banks to
comply with IND-AS for financial statements for the same periods stated above. The RBI did not permit banks to
adopt IND-AS earlier than the above timelines. The RBI circular also stated that the RBI will issue instructions,
guidance and clarifications, as and when required, on the relevant aspects of the implementation of IND-AS. In April
2018, the RBI deferred the effective date for implementation of IND-AS by one year, by which point the necessary
legislative amendments were expected to have been completed. The legislative amendments recommended by the
RBI are under consideration by the Government of India. Accordingly, the RBI, in its circular dated March 22, 2019,
deferred the implementation of IND-AS until further notice.

The new accounting standards are expected to change, among other things, our methodologies for estimating
allowances for probable loan losses and classifying and valuing our investment portfolio, as well as our revenue
recognition policy. Itis possible that our financial condition, results of operations and changes in shareholders’ equity
may appear materially different under IND-AS than under Indian GAAP. Further, during the transition to reporting
under the new standard, we may encounter difficulties in the implementation of the new standards and development
of our management information systems. Given the increased competition for the small number of IFRS-experienced
accounting personnel in India, it may be difficult for us to employ the appropriate accounting personnel to assist us
in preparing IND-AS financial statements. Moreover, there is no significant body of established practice from which
we may draw when forming judgments regarding the application of the new accounting standards. There can be no
assurance that our Bank’s controls and procedures will be effective in these circumstances or that a material weakness
in internal control over financial reporting will not occur. Further, failure to successfully adopt IND-AS or IFRS
could adversely affect our Bank’s business, financial condition and results of operations.

Risks Relating to India
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India’s existing credit information infrastructure may cause increased risks of loan defaults

The majority of our Bank’s business is located in India. India’s existing credit information infrastructure may pose
problems and difficulties in running a robust credit check on our borrowers. We may also face difficulties in the due
diligence process relating to our customers or to any security or collateral we take in relation to our loans. We may
not be able to run comprehensive searches relating to the security and there are no assurances that any searches we
undertake will be accurate or reliable. Hence, our overall credit analysis could be less robust as compared to similar
transactions in more developed economies. Any inability to undertake a fulsome due diligence or credit check might
result in an increase in our NPAs and we may have to increase our provisions correspondingly. Any of the foregoing
may have a material adverse effect on our business, financial condition and results of operations.

Financial instability in other countries may cause increased volatility in Indian financial markets.

The Indian market and the Indian economy are influenced by economic and market conditions in other countries,
particularly emerging market countries in Asia. Although economic conditions are different in each country,
investors’ reactions to developments in one country can have adverse effects on the securities of companies in other
countries, including India. A loss of investor confidence in the financial systems of other emerging markets may
cause increased volatility in Indian financial markets and, indirectly, in the Indian economy in general. Any
worldwide financial instability could also have a negative impact on the Indian economy. Financial disruptions may
occur again and could harm our business, our future financial performance and the prices of the equity shares.

Any adverse change in India’s credit rating by an international rating agency could materially adversely affect
our business and profitability.

Our outstanding debt is mostly domestic and we are rated only by domestic rating agencies. For further details, see
“Risk Factor 49 - Our Unsecured Basel Il compliant Tier-1I Subordinate Bonds (“Subordinate Bonds”) are listed
on NSE and we are subject to rules and regulations with respect to such listed Subordinate Bonds. If we fail to
comply with such rules and regulations, we may be subject to certain penal actions, which may have an adverse
effect on our business, results of operations, financial condition and cash flows. Further, the trading in our NCDs
has been and may continue to be limited or sporadic, which may affect our ability to raise debt financing in the
future.” on page 56.

Our borrowing costs and our access to the debt capital markets depend significantly on the credit ratings of India.
India’s sovereign rating improved from Baa3 with a “negative” outlook to Baa3 with “stable” outlook by Moody’s
in September 2022 and improved from BBB — with “negative” outlook to BBB — with “stable” outlook by Fitch in
June 2022. DBRS confirmed India’s rating as BBB “low” in May 2023. India’s sovereign ratings from S&P is BBB
with a “stable” outlook. Any further adverse revisions to India’s credit ratings for domestic and international debt by
international rating agencies may adversely impact our ability to raise additional financing and the interest rates and
other commercial terms at which such financing is available, including raising any overseas additional financing. A
downgrading of India’s credit ratings may occur, for example, upon a change of government tax or fiscal policy,
which are outside our control. This could have an adverse effect on our ability to fund our growth on favorable terms
or at all, and consequently adversely affect our business, cash flows and financial performance and the price of the
Equity Shares.

Any volatility in exchange rates may lead to a decline in India’s foreign exchange reserves and may affect liquidity
and interest rates in the Indian economy, which could adversely impact us.

Foreign inflows into India have remained extremely volatile responding to concerns about the domestic
macroeconomic landscape and changes in the global risk environment.

Further, there remains a possibility of intervention in the foreign exchange market to control volatility of the
exchange rate. The need to intervene may result in a decline in India's foreign exchange reserves and subsequently
reduce the amount of liquidity in the domestic financial system. This in turn could cause domestic interest rates to
rise.

Further, increased volatility in foreign flows may also affect monetary policy decision making. For instance, a period
of net capital outflows might force the RBI to keep monetary policy tighter than optimal to guard against any
abnormal currency depreciation.

Terrorist attacks, civil unrest and other acts of violence or war involving India and other countries would
negatively affect the Indian market where our shares trade and lead to a loss of confidence and impair travel,
which could reduce our customers’ appetite for our products and services.

Terrorist attacks and other acts of violence or war may negatively affect the Indian markets on which our Equity
Shares trade and also materially adversely affect the global financial markets. These acts may also result in a loss of
business confidence, make travel and other services more difficult and as a result ultimately materially adversely
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affect our business. In addition, any deterioration in relations between India and its neighbors might result in investor
concern about stability in the region, which could materially adversely affect the price of our equity shares.

India has also witnessed civil disturbances in recent years and future civil unrest as well as other adverse social,
economic and political events in India could have an adverse impact on us. Such incidents also create a greater
perception that investment in Indian companies involves a higher degree of risk, which could have an adverse impact
on our business and the price of our Equity Shares.

We are subject to regulatory, economic and social and political uncertainties and other factors beyond our control.
We are incorporated in India and we conduct our corporate affairs and our business in India. Our Equity Shares are
listed on the BSE and the NSE. Consequently, our business, operations, financial performance and the market price
of our equity shares will be affected by the following external risks, should any of them materialize:

1. changes in exchange rates and controls;

2. macroeconomic factors and central bank regulation, including in relation to interest rates movements which
may in turn adversely impact our access to capital and increase our borrowing costs;

3. decline in India’s foreign exchange reserves which may affect liquidity in the Indian economy;

4. political instability, resulting from a change in government or in economic and fiscal policies;

5. civil unrest, acts of violence, regional conflicts or situations or war may adversely affect the financial
markets;

6. changes in government policies, including taxation policies, social and civil unrest and other political, social

and economic developments in or affecting India;
7. pandemics or epidemics, such as the COVID-19 pandemic; or
8. natural calamities and force majeure events.

The Government of India has exercised and continues to exercise significant influence over many aspects of the
Indian economy. Indian governments have generally pursued policies of economic liberalization and financial sector
reforms, including by relaxing restrictions on the private sector. Nevertheless, the role of the Indian central and state
governments in the Indian economy as producers, consumers and regulators has remained significant and we cannot
assure you that such liberalization policies will continue. A significant change in India’s policy of economic
liberalization and deregulation or any social or political uncertainties could adversely affect business and economic
conditions in India generally and our business and prospects.

India has in the past experienced community disturbances, strikes, riots, epidemics and natural disasters. India has
also experienced natural calamities such as earthquakes, tsunamis, floods and drought in the past few years. For
example, the cyclone that hit Chennai on December 13, 2016 disrupted the functioning of various branches in and
around Chennai City. In addition, in August 2018, Kerala experienced severe floodings and landslides and our
operations were temporarily disrupted for one day. There can be no assurance that we will not be affected by natural
or man-made disasters in India or elsewhere in the future. These acts and occurrences could have an adverse effect
on the financial markets and the economy of India and of other countries, thereby resulting in a loss of business
confidence and a suspension of our operations, which could have a material adverse effect on our business, financial
condition, results of operations and prospects.

Investors may have difficulty enforcing foreign judgments in India against us or our management.

Our Bank and our Subsidiaries and Associates are constituted in India. All of our Directors and Senior Management
and the majority for Subsidiaries and for Associates are residents of India and a substantial portion of our Bank’s
assets and such persons and all of our Subsidiaries and Associates are located in India. As a result, it may not be
possible for investors outside of India to effect service of process on us or such persons from their respective
jurisdictions outside of India, or to enforce against them judgments obtained in courts outside of India predicated
upon our civil liabilities or such directors and executive officers under laws other than Indian Law.

For more information on the enforcement of civil liabilities in India, see “Enforcement of Civil Liabilities” on page
14.

A slowdown in economic growth in India would cause us to experience slower growth in our asset portfolio and
deterioration in the quality of our assets.

Our performance and the quality and growth of our assets are necessarily dependent on the health of the overall
Indian economy, which in turn is linked to global economic conditions. Below-trend global growth may adversely
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affect the growth prospects of the Indian economy. This could adversely affect our business, including our ability to
grow our asset portfolio, the quality of our assets and our ability to implement our strategy. The Indian economy may
be adversely affected by volatile oil prices, given India’s dependence on imported oil for its energy needs, inflationary
pressures and weather conditions adversely affecting the Indian agricultural market or other factors. This may have
a cascading impact on our asset portfolio. In addition, the Indian economy is in a state of transition. The share of the
services sector of the economy is rising, while that of the industrial, manufacturing and agricultural sectors is
declining. Finally, India faces major challenges in sustaining its growth, which include the need for substantial
infrastructure development and improving access to healthcare and education. If the Indian economy deteriorates,
our asset base may erode, which would result in a material decrease in our net profits and total assets.

Risks Relating to the Equity Shares
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Financial difficulty and other problems in certain financial institutions in India could materially adversely affect
our business and the price of our equity shares.

We are exposed to the risks of the Indian financial system by being a part of the system. The financial difficulties
faced by certain Indian financial institutions because the commercial soundness of many financial institutions may
be closely related as a result of credit, trading, clearing or other relationships. Such “systemic risk”, may materially
adversely affect financial intermediaries, such as clearing agencies, banks, securities firms and exchanges with which
we interact on a daily basis. Any such difficulties or instability of the Indian financial system in general could create
an adverse market perception about Indian financial institutions and banks and materially adversely affect our
business. Our transactions with these financial institutions expose us to various risks in the event of default by a
counterparty, which can be exacerbated during periods of market illiquidity.

An investor will not be able to sell any of the equity shares subscribed in this Issue other than across a recognized
Indian stock exchange for a period of 12 months from the date of the issue of the equity shares.

An investor’s ability to acquire and sell Equity Shares offered in the Issue is restricted by the distribution, solicitation
and transfer restrictions set forth in this Preliminary Placement Document. In particular, pursuant to the SEBI ICDR
Regulations, for a period of 12 months from the date of the issue of the Equity Shares in this Issue, Eligible QIBs
subscribing to the Equity Shares may only sell their Equity Shares on the NSE or the BSE and may not enter into
any off-market trading in respect of these equity shares. We cannot be certain that these restrictions will not have an
impact on the price of the equity shares. Further, allotments made to Venture Capital Funds (“VVCFs”) and Alternative
Investment Funds (“AlFs”) in the Issue are subject to the rules and regulations that are applicable to them, including
in relation to lock-in requirements. This may affect the liquidity of the equity shares purchased by investors and it is
uncertain whether these restrictions will adversely impact the market price of the equity shares purchased by
investors.

Future issuances or sales of the Equity Shares may dilute your shareholding and could significantly affect the
trading price of the Equity Shares.

The future issuance of shares by us, including a primary offering of shares, convertible securities or securities linked
to shares, or the disposal of shares by any of our major shareholders, or the perception that such issuance or sales
may occur, may lead to the dilution of your shareholding in our Bank and could significantly affect the trading price
of the Equity Shares. For instance, our Bank has intimated to the Stock Exchanges through its intimation dated July
18, 2023 for the proposal to issue equity shares to the IFC Investors, subject to receipt of necessary approvals, on a
preferential basis. See “Risk Factors 15 — Risks Relating to our Business — Our Bank may undertake a preferential
issue of Equity Shares after completion of the Issue which is subject to the corporate approvals and other
considerations.” on page 44. There can be no assurance that we will not issue further shares or that the major
shareholders will not dispose of, pledge or otherwise encumber their shares.

Investors may be subject to Indian taxes arising out of capital gains on the sale of the equity shares.

Under current Indian tax laws and regulations, capital gains arising from the sale of shares in an Indian company are
generally taxable in India. Any gain realized on the sale of listed equity shares on a stock exchange held for more
than 12 months will not be subject to capital gains tax in India if Securities Transaction Tax ("STT") has been paid
on the transaction. STT will be levied on and collected by a domestic stock exchange on which the equity shares are
sold. Any gain realized on the sale of equity shares held for more than 12 months to an Indian resident, which are
sold other than on a recognized stock exchange and on which no STT has been paid, will be subject to long-term
capital gains tax in India.

The Finance Act, 2020 (“Finance Act 2020”) had stipulated that the sale, transfer and issue of certain securities
through exchanges, depositories or otherwise to be charged with stamp duty. The Finance Act 2020 also clarified
that, in the absence of a specific provision under an agreement, the liability to pay stamp duty in case of sale of
certain securities through stock exchanges will be on the buyer, while in other cases of transfer for consideration
through a depository, the onus will be on the transferor. The stamp duty for transfer of certain securities, other than
debentures, on a delivery basis is currently specified under the Finance Act 2020 at 0.015% and on a non-delivery
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basis is specified at 0.003% of the consideration amount. These amendments have come into effect from July 1,
2020. Under the Finance Act 2020, any dividends paid by an Indian company is subject to tax in the hands of the
shareholders at applicable rates. Such taxes are to be withheld by the Indian company paying dividends. Further, the
Finance Act, 2020, which followed, removed the requirement for DDT to be payable in respect of dividends declared,
distributed or paid by a domestic company after March 31, 2020, and accordingly, such dividends would not be
exempt in the hands of the shareholders, both resident as well as non-resident. Our Bank may grant the benefit of a
tax treaty (where applicable) to a non-resident shareholder for the purposes of deducting tax at source pursuant to
any corporate action including dividends subject to appropriate documentation provided by such non-resident
shareholder. Investors are advised to consult their own tax advisors and to carefully consider the potential tax
consequences of owning Equity Shares.

The Government of India has announced the union budget 2023, pursuant to which the Finance Bill, 2023 (“Finance
Bill”) has introduced various amendments. The Finance Bill has received assent from the President of India on March
31, 2023, and has been enacted as the Finance Act, 2023 (“Finance Act, 2023”). There is no certainty on the impact
of Finance Act 2023 on tax laws or other regulations, which may adversely affect the Bank’s business, financial
condition, results of operations or on the industry in which we operate. Investors are advised to consult their own tax
advisors and to carefully consider the potential tax consequences of owning Equity Shares.

Further, any gain realized on the sale of listed equity shares held for a period of 12 months or less will be subject to
short-term capital gains tax in India. Capital gains arising from the sale of the equity shares will be exempt from
taxation in India in cases where the exemption from taxation in India is provided under a treaty between India and
the country of which the seller is resident. Generally, Indian tax treaties do not limit India’s ability to impose tax on
capital gains. As a result, residents of other countries may be liable for tax in India as well as in their own jurisdiction
on a gain upon the sale of the equity shares. Additionally, in view of the individual nature of the tax consequences
and the changing tax laws, each prospective investor is advised to consult their own tax consultant with respect to
the specific tax implications arising out of their participation in this Issue.

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

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

The market value of the Equity Shares may fluctuate due to the volatility of the Indian securities markets.

Indian securities markets may be more volatile than and not comparable to, the securities markets in certain countries
with more developed economies and capital markets than India. Indian stock exchanges have, in the past, experienced
substantial fluctuations in the prices of listed securities. Indian stock exchanges (including the BSE and the NSE)
have experienced problems which, if such or similar problems were to continue or recur, could affect the market
price and liquidity of the securities of Indian companies, including the Equity Shares. In addition, the governing
bodies of Indian stock exchanges have, from time to time, imposed restrictions on trading in certain securities,
limitations on price movements and margin requirements. Further, from time to time, disputes have occurred between
listed companies, stock exchanges and other regulatory bodies, which in some cases may have a negative effect on
market sentiment.

The price of our Equity Shares may fluctuate widely and rapidly, depending on many factors, some of which are
beyond our control, including:

1. perceived prospects for our business and operations and the banking industry in general;

2. announcements by us of strategic alliances or joint ventures;

3. acquisitions by us or our competitors;

4. announcements made by us or our competitors;

5. differences between our actual financial and operating results and those expected by investors and analysts;
6. change in investors’ and analysts’ recommendations or perception regarding us and of the investment

environment in Asia, including Indig;
7. our market capitalization not being indicative of the valuation of our business;

8. the depth and liquidity of the market for the Equity Shares;
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9. changes in prices of equity securities of foreign (particularly Asian) and emerging markets companies;

10. changes in general economic, social, political or market conditions in India and which generally affect the
Indian banking industry; and

11. broad stock market price fluctuations.

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

The Banking Regulation Act, as amended, read with the Master Directions, requires any person who intends to make
an acquisition which is likely to result in the aggregate holding of 5% or more of the paid-up share capital or voting
rights in a banking company to seek prior approval of the RBI. Such approval may be granted by the RBI if it is
satisfied that the applicant meets certain fitness and propriety tests. The RBI may require the proposed acquirer to
seek further RBI approval for subsequent acquisitions. Further, the RBI may, by passing an order, restrict any person
holding more than 5.00% of our total voting rights from exercising voting rights in excess of 5.00%, if such person
is deemed to be not fit and proper by the RBI.

Pursuant to the Guidelines, permission of the RBI to acquire shares or voting rights in any banking company shall
be subject to the following restrictions: (1) in case of non-promoters: (a)10% of the paid-up share capital or voting
rights of the banking company in case of natural persons, non-financial institutions, financial institutions directly or
indirectly connected with large industrial houses and financial institutions that are owned to the extent of 50% or
more or controlled by individuals (including the relatives and persons acting in concert); and (b) 15% of the paid-up
share capital or voting rights of the banking company in case of certain financial institutions, supranational
institutions, public sector undertaking and central/state government; (2) in case of promoters, 26% of the paid-up
share capital or voting rights of the banking company after the completion of 15 years from commencement of
business of the banking company.

Foreign Account Tax Compliance withholding may affect payments on the equity shares.

Pursuant to certain provisions of the U.S. Internal Revenue Code of 1986, commonly known as FATCA, a “foreign
financial institution” may be required to withhold on certain payments it makes (“foreign passthru payments”) to
persons that fail to meet certain certification, reporting, or related requirements. A number of jurisdictions (including
India) have entered into, or have agreed in substance to, intergovernmental agreements with the United States to
implement FATCA (“IGASs”), which modify the way in which FATCA applies in their jurisdictions. Under the
provisions of IGAs as currently in effect, a foreign financial institution in an IGA jurisdiction would generally not
be required to withhold under FATCA or an IGA from payments that it makes. Certain aspects of the application of
the FATCA provisions and IGAs to instruments such as the Equity Shares, including whether withholding would
ever be required pursuant to FATCA or an IGA with respect to payments on instruments such as the Equity Shares,
are uncertain and may be subject to change. Even if withholding would be required pursuant to FATCA or an IGA
with respect to payments on instruments such as the Equity Shares, such withholding would not apply before the
date that is two years after the publication of final U.S. Treasury regulations defining the term “foreign passthru
payment”. Investors should consult their own tax advisors regarding how these rules may apply to their investment
in the shares. In the event any withholding would be required pursuant to FATCA or an IGA with respect to payments
on the Equity Shares, no person will be required to pay additional amounts as a result of the withholding.

Our Bank may be classified as a passive foreign investment company for U.S. federal income tax purposes, which
could result in materially adverse U.S. federal income tax consequences to U.S. Holders of the equity shares.

Based on the anticipated market price of the Equity Shares, and the composition of our income, assets and operations,
we do not expect to be treated as a passive foreign investment company (a “PFIC”) for U.S. federal income tax
purposes for the taxable year ended March 31, 2023, and do not expect to be a PFIC for the current taxable year or
in the foreseeable future. However, the application of the PFIC rules is subject to uncertainty in several respects, and
we cannot assure investors that the U.S. Internal Revenue Service will not take a contrary position. Furthermore.
PFIC status is a factual determination that can only be made annually after the close of each taxable year, and our
PFIC status for each taxable year will depend on facts, including the composition of our income and assets and the
value of our assets (which may be determined in part by reference to the market value of the Equity Shares) at such
time. Accordingly, there can be no assurance that we will not be a PFIC for the current or any future taxable year. If
we are a PFIC for any taxable year during which a U.S. Holder (as defined in “Certain U.S. Federal Income Tax
Considerations” on page 766) holds the Equity Shares, certain materially adverse U.S. federal income tax
consequences could apply to such U.S. Holder. See “Certain U.S. Federal Income Tax Considerations — Passive
Foreign Investment Company Rules” on page 766.

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

QIBs and Non-Institutional Investors are not permitted to withdraw or lower their Bids (in terms of quantity of
Equity Shares or the Bid Amount) at any stage after submitting a Bid.

Pursuant to the SEBI ICDR Regulations, QIBs and Non-Institutional Investors are required to pay the Bid Amount
on submission of the Bid and are not permitted to withdraw or lower their Bids (in terms of quantity of Equity Shares
or the Bid Amount) at any stage after submitting a Bid. Therefore, QIBs will not be able to withdraw or lower their
Bids following adverse developments in international or national monetary policy, financial, political or economic
conditions, our business, results of operations or otherwise at any stage after the submission of their Bids.
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MARKET PRICE INFORMATION

As on the date of this Preliminary Placement Document, 2,119,489,513 Equity Shares are issued share capital and 2,118,164,218
Equity Shares are subscribed, and paid-up share capital. The Equity Shares have been listed and are available for trading on BSE

and NSE.

On July 18, 2023, the closing price of the Equity Shares on BSE and NSE was 3134.80 and 3134.90 per Equity Share. Since
the Equity Shares are available for trading on BSE and NSE, the market price and other information for each of BSE and NSE
has been given separately.

the BSE and the number of Equity Shares traded on the days on which such high and low prices were recorded, and
the turnover of Equity Shares traded in each of the last six months preceding this Preliminary Placement Document:

NSE
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A The following tables set out the reported high, low and average of the closing prices of our Equity Shares on the NSE
and the BSE and number of Equity Shares traded on the days on which such high and low prices were recorded and
the total trading turnover for the Fiscals 2023, 2022 and 2021:

NSE
Fiscal | High | Date of No. of Total | Low | Date of No. of Total | Average| Total Total
®) High Equity |Turnove| (}) Low Equity | Turnove | price for | no.of |Turnover
Shares r of Shares rof |theyear | Equity |of Equity
traded on | Equity traded on | Equity ® Shares | Shares
date of high| Shares date of low | Shares traded | traded in
traded traded in the | the fiscal
on date on date fiscal ®in
of high of low R million)
®Rin in
million) million)
Fiscal 140.3|16-Jan-23 | 58,289,006| 8,187.54| 83.45/19-May-22| 12,533,024| 1,046.65| 116.55|3,309,24| 387,500.8
2023 8,325 3
Fiscal |104.45|10-Feb-22 | 30,117,303| 3,124.45| 71.2|12-Apr-21 | 33,673,976| 2,437.93 88.59|4,802,45| 427,471.6
2022 7,427 1
Fiscal 90.7(4-Mar-21 | 53,425,954| 4,807.05| 37.35/22-May-20| 34,962,306| 1,327.63 59.248,605,87| 503,973.5
2021 2,179 4
(Source: www.nseindia.com)
1. High, low and average prices are based on the daily closing prices.
2. Inthe case of a year, average represents the average of the closing prices of all trading days of each year presented.
3. Incase of two days with the same high or low price, the date with the higher turnover has been chosen.
BSE
Fiscal | High | Date of No. of Total |Low| Date of No. of Total | Average [Total no. of| Total
® High Equity |Turnover| %) Low Equity | Turnover |price for| Equity |Turnover
Shares |of Equity Shares | of Equity | theyear | Shares |of Equity
traded on | Shares traded | Shares ®) traded in | Shares
date of traded on date | traded on the fiscal |traded in
high on date of low | date of the fiscal
of high ® low (R in ®in
in million) million)
million)
Fiscal {140.25|16-Jan-23| 2,965,055| 417.03|83.45[19-May-22 | 560,963 46.87| 116.53|159,377,881(18,664.03
2023
Fiscal | 104.4|10-Feb- 2,291,352|  236.60|71.25[12-Apr-21 |2,809,812 203.44 88.59(330,677,223|29,338.40
2022 22
Fiscal | 90.65|4-Mar-21 | 3,752,712| 335.91|37.35(22-May-20 |1,534,935 58.34 59.24(526,392,127|31,241.40
2021
(Source: www.bseindia.com)
1. High, low and average prices are based on the daily closing prices.
2. Inthe case of a year, average represents the average of the closing prices of all trading days of each year presented.
3. Incase of two days with the same high or low price, the date with the higher turnover has been chosen.
B. The following tables set out the reported high and low closing prices of our Equity Shares recorded on the NSE and




Month |High| Date of No. of Total | Low | Date of No. of Total |Averag| Equity Shares traded
® High Equity |Turnove| ) Low Equity | Turnov |e price in the month
Shares r of Shares er of |for the No. Turnover
traded on | Equity traded on | Equity | month ®in
date of | Shares date of low| Shares | ) million)
high traded traded
on date on date
of high of low
R in ®in
million) million)
June 2023 [127.3|5-Jun-23 |10,321,926|1,315.33| 121.3|26-Jun-23 5,930,251| 719.93| 124.33|210,747,676| 26,188.57
May 2023 |139.4|4-May-23 | 9,125,430|1,263.72| 123.25|25-May-23 | 15,655,834|1,927.27| 128.03|301,244,359| 38,693.82
April 135|26-Apr-23| 8,575,324/ 1,153.50 127|10-Apr-23 | 8,949,316|1,137.12| 130.99|155,399,867| 20,365.71
2023
March 135.9/8-Mar-23 | 7,830,013|1,055.70| 125.45(27-Mar-23 | 6,549,186/ 826.70| 130.10|180,350,322| 23,487.02
2023
February |133.4|3-Feb-23 | 7,881,035|1,042.76| 125.2|22-Feb-23 | 5,283,351| 663.87| 129.66|172,984,951| 22,447.43
2023
January [140.3|16-Jan-23 |58,289,006|8,187.54| 132.00|27-Jan-23 | 13,446,595|1,765.29| 135.72|350,521,818| 47,951.68
2023
(Source: www.nseindia.com)
1. High, low and average prices are based on the daily closing prices.
2. Inthe case of a month, average represents the average of the closing prices of all trading days of each month presented.
3. Incase of two days with the same high or low price, the date with the higher turnover has been chosen.
BSE
Month | High | Date of | No.of | Total | Low | Date of No. of Total |Averag|Equity Shares traded
® High Equity | Turnov| ®) Low Equity |Turnov |e price in the month
Shares | er of Shares er of |for the No. Turnover
traded | Equity traded on | Equity | month R in
on date | Shares date of low | Shares | () million)
of high | traded traded
on date on date
of high of low
R in R in
million) million)
June 2023 | 127.25|5-Jun-23 905,921 115.44| 121.3|26-Jun-23 496,549| 60.29| 124.34| 11,018,156 1,371.51
May 2023 | 139.4|4-May-23 | 276,987| 38.39| 123.3|25-May-23 697,558| 85.85| 128.03| 13,162,589 1,691.51
April 135(26-Apr-23| 213,126| 28.61 127|6-Apr-23 535,494 68.46| 130.98| 6,907,798 904.64
2023
March 135.9|8-Mar-23 | 288,677| 38.92| 125.4|27-Mar-23 199,942|  25.24| 130.09| 6,900,933 900.78
2023
February | 133.4|3-Feb-23 | 445,040, 58.93| 125.15(22-Feb-23 454,089 57.00 129.64| 6,653,595 862.15
2023
January | 140.25|16-Jan-23 2,965,055 417.03| 132.05|27-Jan-23 748,747| 98.24| 135.72| 14,439,665 1,975.94
2023

(Source: www.bseindia.com)
1. High, low and average prices are based on the daily closing prices.
2. Inthe case of a month, average represents the average of the closing prices of all trading days of each month presented.

3. In case of two days with the same high or low price, the date with the higher turnover has been chosen.

The following table sets forth the market price on the Stock Exchanges on July 1, 2022, the first working day
following the approval of our Board for the Issue:

BSE NSE
Open | High ®) | Low }) |Close (%) | Number | Turnove | Open () | High () | Low (%) | Close (%) | Number | Turnove
(€3 of Equity| r Rin of Equity| r Rin
Shares | million) Shares | million)
traded traded
90.25 94.15 89.30 93.60| 7,59,236 70.23 90.55 94.35 89.30 93.65 93.65| 1,482.54

(Source: www.bseindia.com and www.nseindia.com)
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USE OF PROCEEDS
The total gross proceeds from the Issue shall be approximately Z[®] million.

The net proceeds from the Issue, after deducting fees, commissions and expenses of the Issue, are approximately X[ ®] million
(the “Net Proceeds”).

Purpose of the Issue

Subject to compliance with applicable laws and regulations, our Bank intends to use the Net Proceeds for augmenting our
Bank’s Tier I capital base to meet our future capital requirements, for general corporate requirements or any other purposes
as may be deemed appropriate by our Board (or duly constituted committees) in its discretion.

In accordance with applicable laws, we undertake to not utilize proceeds from the Issue unless Allotment is made and the
corresponding return of Allotment is filed with the RoC, and the final listing and trading approvals are received from each of
the Stock Exchanges, whichever is later.

Schedule of deployment of funds

Our Bank currently proposes to deploy the Net Proceeds in the aforesaid object in Fiscal 2025.

Monitoring of utilization of funds

In terms of the proviso to Regulation 173A(1) of the SEBI ICDR Regulations, our Bank is not required to appoint a monitoring
agency for this Issue.

Other confirmation

None of our Directors are making any contribution either as part of the Issue or separately in furtherance of the objects of the
Issue. Further, neither our Directors, nor our Key Managerial Personnel or Senior Management Personnel shall receive any
proceeds from the Issue, whether directly or indirectly. Since the Issue is only made to Eligible QIBs, our Directors or senior
management are not eligible to subscribe in the Issue.

Since, the Net Proceeds of the Issue are proposed to be utilised towards the purposes set forth above, and not for implementing
any specific project, the following disclosure requirement under the SEBI Regulations are not applicable: (i) break-up of cost
of the project, (ii) means of financing such project, and (iii) proposed deployment status of the proceeds at each stage
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CAPITALISATION STATEMENT

The following table sets forth our capitalisation statement as at June 30, 2023 derived from the Unaudited Interim Standalone
Financial Statements and as adjusted to give effect to the receipt of the gross proceeds of the Issue. This table should be read
in conjunction with the sections titled “Management’s Discussion and Analysis of Financial Condition and Results of
Operations” and “Financial Information” on pages 607 and 95, respectively:

(in Z million)
Particulars Pre-lIssue as at June | As adjusted for the
30, 2023 (on a proposed Issue*
standalone basis)

Borrowings*
Borrowings in India (A) 182,625.79 [e]
- Reserve Bank of India - [o]
- Other banks 968.00 [e]
- Other institutions and agencies 181,657.79 [e]
Borrowings outside India (B)* 29,151.56 [e]
Total Borrowings (C=A+B)* 211,777.40 [o]
Capital and Reserves and Surplus
Capital 4,236.03 [e]
Total Capital (D) 4,236.03 [e]
Reserves and surplus
- Statutory reserve 46,060.77 [e]
- Capital reserve 7,617.83 [e]
- Share premium account 61,856.70 [e]
- Investment Fluctuation Reserve 1,906.89 [e]
- Other Reserves 39,683.11
- Balance in Surplus in Profit and Loss account 62,390.13 [e]
Total (E) 219,515.45 [o]
Total Capital & Reserves and Surplus (F=D+E) 223,751.48 [o]
Total Borrowings/ Total Capital & Reserves and Surplus (G = C/F) 0.95 [e]

*  To be updated upon finalisation of the Issue Price.
#  Borrowings indicated above do not include deposits accepted and outstanding as on June 30, 2023, amounting to ¢2,224,955.01 million
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CAPITAL STRUCTURE
The share capital of our Bank as on the date of this Preliminary Placement Document is set forth below:
(In T million, except share data)

Particulars Aggregate value at face value (except for
securities premium account)

A AUTHORIZED SHARE CAPITAL
4,000,000,000 Equity Shares of 22 each 8,000.00

B ISSUED SHARE CAPITAL BEFORE THE ISSUE"
2,119,489,513 Equity Shares of 32 each I 4,238.97

C | SUBSCRIBED AND PAID-UP SHARE CAPITAL BEFORE THE ISSUE
2,118,164,218 Equity Shares of 32 each [ 4,236.32

D PRESENT ISSUE IN TERMS OF THIS PRELIMINARY PLACEMENT DOCUMENT
Up to [e] Equity Shares of 22 each aggregating up to Z[e] million V@ [ [o]

E ISSUED SHARE CAPITAL AFTER THE ISSUE

[e] Equity Shares of 32 each @ [o]
F SUBSCRIBED AND PAID-UP SHARE CAPITAL AFTER THE ISSUE

[e] Equity Shares of 32 each @ | [o]
F SECURITIES PREMIUM ACCOUNT

Before the Issue @ 61,867.88

After the Issue @ [e]

*1,325,295 shares have currently been kept under abeyance pursuant to court order.
@ The Issue has been authorised by our Board pursuant to a resolution dated June 30, 2022 and by our shareholders on July 27, 2022.
@ To be determined upon finalisation of the Issue Price.
®  As on the date of this Preliminary Placement Document.

Equity Share Capital History of our Bank

The history of the Equity Share capital of our Bank is set forth below:

Date of allotment# | Number of Equity | Face value | Issue price per Nature of Cumulative number of
Shares allotted per Equity | Equity Share consideration Equity Shares
Share ®
®

19490 7,143 20 20 Cash 7,143
1959 6,455 20 20 Cash 13,598
1960 5,688 20 20 Cash 19,286
1962 5,714 20 20 Cash 25,000
January 27, 1965 1,659 20 20| Other than Cash 26,659
1973 26,659 20 20 Cash 53,318
1974 21,682 20 20 Cash 75,000
1975 49,500 20 20 Cash 124,500
1976 500 20 20 Cash 125,000
1977 375,000 20 20 Cash 500,000
1978 125,000 20 20 Cash 625,000
1979 69,286 20 20 Cash 694,286
1980 4,377 20 20 Cash 698,663
1986 464,598 20 20 Cash 1,163,261
1987 18,984 20 20 Cash 1,182,245
1989 317,420 20 20 Cash 1,499,665
1990 335 20 20 Cash 1,500,000
1990 Sub-division of the face value of Equity Shares from %20 to 210 30,00,000
1991 2,050,000 10 10 Cash 5,050,000
June 12, 1993 2,669,913 10 35 Cash 7,719,913
June 12, 1993 377,981@ 10 35 Cash 8,097,894
June 12, 1993 2,667,000 10 60 Cash 10,764,894
June 12, 1993 333,000 10 60 Cash 11,097,894
May 18, 1994 3,718,100 10 90 Cash 14,815,994
July 4, 1994 250 10 35 Cash 14,816,244
March 16, 1996 7,353,240 10 150 Cash 22,169,484
June 20, 1996 350 10 35 Cash 22,169,834
February 28, 2002 200 10 35 Cash 22,170,034
November 30, 2004 700 10 150 Cash 22,170,734
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Date of allotment# | Number of Equity | Face value | Issue price per Nature of Cumulative number of
Shares allotted per Equity | Equity Share consideration Equity Shares
Share ®
®
December 29, 2004 - - - - 21,867,9891)
December 29, 2004 43,627,490 10 -| Other than Cash 65,495,479
March 31, 2005 107,288 10 -| Other than Cash 65,602,767
December 8, 2005 200 10 150 Cash 65,602,967
December 8, 2005 400 10 -| Other than Cash 65,603,367
January 31, 2006 18,000,000 10 US$3.97 Cash 83,603,367
February 6, 2006 2,000,000 10 US$3.97 Cash 85,603,367
May 4, 2006 1000 10 150 Cash 85,603,467
May 4, 2006 200 10 - NA® 85,603,667
February 1, 2008 85,429,763 10 250 Cash 171,033,430
March 11, 2011 14,071 10 10 Cash 171,047,501
January 29, 2013 7,022 10 420.65 Cash 171,054,523
March 22, 2013 4,609 10 420.65 Cash 171,059,132
July 31, 2013 3,225 10 420.65 Cash 171,062,357
October 18, 2013 Sub-division of face value of Equity Shares from 10 to X2 85,53,11,785
May 7, 2014 3,000 2 84.13 Cash 855,314,785
June 16, 2014 30,855 2 84.13 Cash 855,349,705
4,065 2 94.80 Cash
July 2, 2014 42,645 2 84.13 Cash 855,399,400
7,050 2 94.80 Cash
July 24, 2014 59,110 2 84.13 Cash 855,468,530
10,020 2 94.80 Cash
August 25, 2014 49,990 2 84.13 Cash 8,555,28,055
9,535 2 94.80 Cash
August 28, 2014 3,000 2 50.00 Cash 855,531,055
September 17, 2014 36,985 2 84.13 Cash 855,574,155
3,795 2 94.80 Cash
2,320 2 57.25 Cash
October 21, 2014 59,245 2 84.13 Cash 855,678,515
8,735 2 94.80 Cash
36,380 2 57.25 Cash
November 20, 2014 120,385 2 84.13 Cash 855,863,225
19,850 2 94.80 Cash
44,475 2 57.25 Cash
December 15, 2014 160,520 2 84.13 Cash 856,099,054
38,399 2 94.80 Cash
36,910 2 57.25 Cash
January 24, 2015 118,105 2 84.13 Cash 856,285,774
35,315 2 94.80 Cash
33,300 2 57.25 Cash
February 19, 2015 86,486 2 84.13 Cash 856,410,085
17,955 2 94.80 Cash
19,870 2 57.25 Cash
March 27, 2015 179,552 2 84.13 Cash 856,655,197
40,955 2 94.80 Cash
24,605 2 57.25 Cash
April 21, 2015 124,700 2 84.13 Cash 856,820,662
21,095 2 94.80 Cash
19,670 2 57.25 Cash
May 15, 2015 217,970 2 84.13 Cash 857,240,582
47,085 2 94.80 Cash
154,865 2 57.25 Cash
June 25, 2015 487,274 2 84.13 Cash 857,945,206
119,235 2 94.80 Cash
98,115 2 57.25 Cash
July 10, 2015 857,945,206 2 - NA* 1,715,890,412
August 17, 2015 384,710 2 42.07 Cash 1,716,418,992
74,750 2 47.40 Cash
69,120 2 28.63 Cash
September 3, 2015 50,000 2 42.07 Cash 1,716,468,992
September 23, 2015 643,276 2 42.07 Cash 1,717,438,394
144,845 2 47.40 Cash
177,181 2 28.63 Cash
4,100 2 62.00 Cash
October 19, 2015 179,355 2 42.07 Cash 1,717,793,024
35,310 2 47.40 Cash
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Date of allotment# | Number of Equity | Face value | Issue price per Nature of Cumulative number of
Shares allotted per Equity | Equity Share consideration Equity Shares
Share ®
®
123,715 2 28.63 Cash
16,250 2 62.00 Cash
November 9, 2015 21,500 2 42.07 Cash 1,717,814,524
November 25, 2015 240,795 2 42.07 Cash 1,718,350,344
91,615 2 47.40 Cash
198,010 2 28.63 Cash
5,400 2 62.00 Cash
January 2, 2016 142,550 2 42.07 Cash 1,718,611,559
53,765 2 47.40 Cash
63,975 2 28.63 Cash
925 2 62.00 Cash
January 22, 2016 55,110 2 42.07 Cash 1,718,753,684
19,395 2 47.40 Cash
66,820 2 28.63 Cash
800 2 62.00 Cash
February 24, 2016 64,460 2 42.07 Cash 1,718,889,459
17,000 2 47.40 Cash
54,315 2 28.63 Cash
March 28, 2016 23,480 2 42.07 Cash 1,718,946,844
10,230 2 47.40 Cash
22,275 2 28.63 Cash
1,400 2 62.00 Cash
April 18, 2016 128,500 2 42.07 Cash 1,719,075,344
May 18, 2016 38,900 2 42.07 Cash 1,719,211,699
9,935 2 47.40 Cash
86,020 2 28.63 Cash
1,500 2 62.00 Cash
June 17, 2016 55,930 2 42.07 Cash 1,719,375,534
17,870 2 47.40 Cash
89,335 2 28.63 Cash
700 2 62.00 Cash
July 27, 2016 119,225 2 42.07 Cash 1,719,646,709
59,420 2 47.40 Cash
88,130 2 28.63 Cash
4,400 2 62.00 Cash
August 20, 2016 131,560 2 42.07 Cash 1,719,858,659
34,125 2 47.40 Cash
43,515 2 28.63 Cash
2,750 2 62.00 Cash
September 22, 2016 379,225 2 42.07 Cash 1,720,481,609
99,755 2 47.40 Cash
126,420 2 28.63 Cash
17,550 2 62.00 Cash
October 24, 2016 289,476 2 42.07 Cash 1,721,131,975
157,965 2 47.40 Cash
165,925 2 28.63 Cash
37,000 2 62.00 Cash
November 18, 2016 291,210 2 42.07 Cash 1,721,651,625
110,190 2 47.40 Cash
97,150 2 28.63 Cash
21,100 2 62.00 Cash
December 20, 2016 289,290 2 42.07 Cash 1,722,142,605
86,920 2 47.40 Cash
98,595 2 28.63 Cash
16,175 2 62.00 Cash
January 17, 2017 196,280 2 42.07 Cash 1,722,454,150
51,445 2 47.40 Cash
50,935 2 28.63 Cash
12,885 2 62.00 Cash
February 22, 2017 283,405 2 42.07 Cash 1,722,946,968
107,050 2 47.40 Cash
84,138 2 28.63 Cash
18,225 2 62.00 Cash
March 24, 2017 639,130 2 42.07 Cash 1,724,045,414
220,096 2 47.40 Cash
183,470 2 28.63 Cash
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Date of allotment# | Number of Equity | Face value | Issue price per Nature of Cumulative number of
Shares allotted per Equity | Equity Share consideration Equity Shares
Share ®
®
55,750 2 62.00 Cash
April 27,2017 658,940 2 42.07 Cash 1,725,293,574
343,490 2 47.40 Cash
180,080 2 28.63 Cash
65,650 2 62.00 Cash
May 20, 2017 768,210 2 42.07 Cash 1,726,771,381
330,505 2 47.40 Cash
279,652 2 28.63 Cash
99,440 2 62.00 Cash
June 29, 2017 215,517,241 2 116.00 Cash 1,942,288,622
July 1, 2017 894,970 2 42.07 Cash 1,944,041,607
427,730 2 47.40 Cash
314,510 2 28.63 Cash
115,775 2 62.00 Cash
July 29, 2017 917,380 2 42.07 Cash 1,945,602,547
320,895 2 47.40 Cash
231,710 2 28.63 Cash
90,955 2 62.00 Cash
August 11, 2017 218,000 2 42.07 Cash 1,945,820,547
August 31, 2017 1,327,835 2 42.07 Cash 1,949,857,615
1,040,993 2 47.40 Cash
552,610 2 28.63 Cash
1,000,000 2 44.97 Cash
115,630 2 62.00 Cash
September 27, 2017 4,713,000 2 42.07 Cash 1,954,570,615
October 5, 2017 1,410,429 2 42.07 Cash 1,957,967,253
870,085 2 28.63 Cash
279,050 2 62.00 Cash
56,250 2 66.55 Cash
300,000 2 45.47 Cash
480,824 2 47.40 Cash
November 10, 2017 3,332,520 2 42.07 Cash 1,964,063,004
872,105 2 47.40 Cash
1,482,650 2 28.63 Cash
408,476 2 62.00 Cash
December 7, 2017 466,450 2 42.07 Cash 1,966,356,225
703,400 2 47.40 Cash
883,759 2 28.63 Cash
239,612 2 62.00 Cash
December 14, 2017® 4,750 2 50.00 Cash 1,966,360,975
January 5, 2018 308,175 2 42.07 Cash 1,968,010,395
552,000 2 47.40 Cash
608,920 2 28.63 Cash
180,325 2 62.00 Cash
February 2, 2018 207,065 2 42.07 Cash 1,969,168,320
435,255 2 47.40 Cash
403,035 2 28.63 Cash
112,570 2 62.00 Cash
March 2, 2018 219,425 2 42.07 Cash 1,970,730,779
590,264 2 47.40 Cash
575,770 2 28.63 Cash
177,000 2 62.00 Cash
March 28, 2018 156,215 2 42.07 Cash 1,972,144,439
485,328 2 47.40 Cash
677,595 2 28.63 Cash
94,522 2 62.00 Cash
April 25,2018 109,440 2 42.07 Cash 1,972,815,729
247,725 2 47.40 Cash
251,050 2 28.63 Cash
63,075 2 62.00 Cash
May 29, 2018 286,945 2 42.07 Cash 1,974,097,424
460,225 2 47.40 Cash
345,600 2 28.63 Cash
100,000 2 45.47 Cash
88,925 2 62.00 Cash
June 7, 2018 1,282,750 2 47.40 Cash 1,977,624,994
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Date of allotment# | Number of Equity | Face value | Issue price per Nature of Cumulative number of
Shares allotted per Equity | Equity Share consideration Equity Shares
Share ®
®
1,282,750 2 28.63 Cash
962,070 2 62.00 Cash
July 11, 2018 614,425 2 42.07 Cash 1,979,410,404
592,495 2 47.40 Cash
470,115 2 28.63 Cash
108,375 2 62.00 Cash
July 26, 2018 57,305 2 42.07 Cash 1,980,096,115
305,881 2 47.40 Cash
241,475 2 28.63 Cash
81,050 2 62.00 Cash
September 5, 2018 54,910 2 42.07 Cash 1,980,602,907
191,607 2 47.40 Cash
190,980 2 28.63 Cash
69,295 2 62.00 Cash
October 4, 2018 38,580 2 42.07 Cash 1,981,163,472
255,760 2 47.40 Cash
209,850 2 28.63 Cash
56,375 2 62.00 Cash
October 25, 2018 36,990 2 42.07 Cash 1,981,665,932
277,715 2 47.40 Cash
158,675 2 28.63 Cash
29,080 2 62.00 Cash
December 3, 2018 37,120 2 42.07 Cash 1,983,599,435
1,467,565 2 47.40 Cash
369,268 2 28.63 Cash
59,550 2 62.00 Cash
December 24, 2018 9,320 2 42.07 Cash 1,983,905,295
178,005 2 47.40 Cash
85,235 2 28.63 Cash
33,300 2 62.00 Cash
January 25, 2019 54,235 2 42.07 Cash 1,984,260,093
115,843 2 47.40 Cash
132,720 2 28.63 Cash
52,000 2 62.00 Cash
February 28, 2019 33,435 2 42.07 Cash 1,984,740,268
97,770 2 47.40 Cash
191,800 2 28.63 Cash
57,170 2 62.00 Cash
100,000 2 45.47 Cash
March 14, 2019 2,425 2 116.85 Cash 1,984,742,693
March 26, 2019 39,070 2 42.07 Cash 1,985,050,203
92,760 2 47.40 Cash
104,955 2 28.63 Cash
70,725 2 62.00 Cash
April 29, 2019 26,150 2 42.07 Cash 1,985,330,233
88,600 2 47.40 Cash
105,505 2 28.63 Cash
59,775 2 62.00 Cash
June 10, 2019 186,380 2 42.07 Cash 1,985,842,100
86,730 2 47.40 Cash
168,057 2 28.63 Cash
65,550 2 62.00 Cash
5,150 2 66.55 Cash
June 19, 2019 1,500 2 50.00 Cash 1,985,843,600
June 27, 2019 8,962 2 116.85 Cash 1,985,983,562
93,500 2 82.25 Cash
37,500 2 82.60 Cash
July 17, 2019 520,130 2 42.07 Cash 1,987,277,637
229,695 2 47.40 Cash
319,205 2 28.63 Cash
225,045 2 62.00 Cash
July 17, 2019 33,233 2 82.25 Cash 1,987,310,870
August 27, 2019 45,830 2 42.07 Cash
182,890 2 47.40 Cash 1,988,119,755
361,615 2 28.63 Cash
118,950 2 62.00 Cash
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Date of allotment# | Number of Equity | Face value | Issue price per Nature of Cumulative number of
Shares allotted per Equity | Equity Share consideration Equity Shares
Share ®
®
3,500 2 116.85 Cash
96,100 2 82.25 Cash
October 9, 2019 64,280 2 42.07 Cash
274,560 2 47.40 Cash 1,990,422,651
1,759,563 2 28.63 Cash
142,318 2 62.00 Cash
1,375 2 116.85 Cash
60,800 2 82.25 Cash
November 2, 2019 13,850 2 42.07 Cash 1,990,978,838
308,520 2 47.40 Cash
165,445 2 28.63 Cash
38,575 2 62.00 Cash
29,797 2 82.25 Cash
December 4, 2019 27,860 2 42.07 Cash 1,992,136,892
829,074 2 47.40 Cash
166,375 2 28.63 Cash
93,370 2 62.00 Cash
700 2 116.85 Cash
36,675 2 82.25 Cash
4,000 2 81.20 Cash
December 23, 2019 15,540 2 42.07 Cash 1,992,277,932
50,680 2 47.40 Cash
36,320 2 28.63 Cash
12,450 2 62.00 Cash
26,050 2 82.25 Cash
January 22, 2020 8,600 2 42.07 Cash 1,992,383,332
41,170 2 47.40 Cash
26,655 2 28.63 Cash
13,800 2 62.00 Cash
15,175 2 82.25 Cash
February 20, 2020 23,860 2 42.07 Cash 1,992,664,572
35,250 2 47.40 Cash
39,880 2 28.63 Cash
34,450 2 62.00 Cash
105,900 2 66.55 Cash
36,900 2 82.25 Cash
5,000 2 80.85 Cash
April 27, 2020 54,980 2 42.07 Cash 1,993,104,277
77,710 2 47.40 Cash
163,635 2 28.63 Cash
91,755 2 62.00 Cash
42,625 2 82.25 Cash
9,000 2 81.20 Cash
May 27, 2020 59,165 2 42.07 Cash 1,993,359,722
48,255 2 47.40 Cash
139,895 2 28.63 Cash
6,730 2 62.00 Cash
1,000 2 116.85 Cash
400 2 82.25 Cash
June 30, 2020 148,290 2 42.07 Cash 1,993,744,502
21,430 2 47.40 Cash
111,435 2 28.63 Cash
3,100 2 62.00 Cash
100,000 2 45.47 Cash
525 2 82.25 Cash
August 12, 2020 32,170 2 47.40 Cash 1,993,863,532
79,960 2 28.63 Cash
6,900 2 62.00 Cash
September 25, 2020 107,330 2 47.40 Cash 1,994,674,957
690,920 2 28.63 Cash
13,175 2 62.00 Cash
October 23, 2020 27,935 2 47.40 Cash 1,994,862,143
154,251 2 28.63 Cash
5,000 2 62.00 Cash
November 20, 2020 653,415 2 47.40 Cash 1,995,725,553
200,195 2 28.63 Cash
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Date of allotment# | Number of Equity | Face value | Issue price per Nature of Cumulative number of
Shares allotted per Equity | Equity Share consideration Equity Shares
Share ®
®
9,800 2 62.00 Cash
December 22, 2020 59,160 2 47.40 Cash 1,995,855,233
43,995 2 28.63 Cash
26,525 2 62.00 Cash
January 5, 2021 11,420 2 47.40 Cash 1,995,897,463
14,610 2 28.63 Cash
16,200 2 62.00 Cash
January 25, 2021 6,520 2 47.40 Cash 1,995,915,273
4,690 2 28.63 Cash
6,600 2 62.00 Cash
February 8, 2021 14,800 2 47.40 Cash 1,995,969,238
19,315 2 28.63 Cash
19,850 2 62.00 Cash
February 26, 2021 29,600 2 47.40 Cash 1,996,061,908
27,350 2 28.63 Cash
26,150 2 62.00 Cash
9,570 2 82.25 Cash
March 10, 2021 7,230 2 47.40 Cash 1,996,109,048
27,760 2 28.63 Cash
12,150 2 62.00 Cash
March 30, 2021 14,460 2 47.40 Cash 1,996,152,748
16,840 2 28.63 Cash
10,150 2 62.00 Cash
2,250 2 82.25 Cash
April 21, 2021 55,260 2 47.40 Cash 1,996,244,768
29,010 2 28.63 Cash
7,750 2 62.00 Cash
May 5, 2021 7,015 2 47.40 Cash 1,996,269,233
8,350 2 28.63 Cash
9,100 2 62.00 Cash
May 24, 2021 4,765 2 47.40 Cash 1,996,283,738
5,840 2 28.63 Cash
3,900 2 62.00 Cash
July 23, 2021 104,846,394 2 87.39 Cash 2,101,130,132
August 3, 2021 23,750 2 47.40 Cash 2,101,297,422
71,770 2 28.63 Cash
41,525 2 62.00 Cash
30,245 2 82.25 Cash
August 12, 2021 13,530 2 47.40 Cash 2,101,365,387
17,170 2 28.63 Cash
18,200 2 62.00 Cash
19,065 2 82.25 Cash
August 25, 2021 10,750 2 47.40 Cash 2,101,421,583
14,760 2 28.63 Cash
18,300 2 62.00 Cash
12,386 2 82.25 Cash
September 7, 2021 11,850 2 47.40 Cash 2,101,466,888
16,040 2 28.63 Cash
12,000 2 62.00 Cash
5,415 2 82.25 Cash
September 23, 2021 8,340 2 47.40 Cash 2,101,513,478
11,710 2 28.63 Cash
19,100 2 62.00 Cash
7,440 2 82.25 Cash
October 8, 2021 8,530 2 47.40 Cash 2,101,555,948
21,440 2 28.63 Cash
12,500 2 62.00 Cash
October 25, 2021 2,550 2 47.40 Cash 2,101,580,853
7,540 2 28.63 Cash
11,100 2 62.00 Cash
3,385 2 82.25 Cash
330 2 98.70 Cash
November 5, 2021 9,320 2 47.40 Cash 2,101,770,553
11,230 2 28.63 Cash
13,700 2 62.00 Cash
46,500 2 82.25 Cash
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Date of allotment# | Number of Equity | Face value | Issue price per Nature of Cumulative number of
Shares allotted per Equity | Equity Share consideration Equity Shares
Share ®
®
3,950 2 98.70 Cash
105,000 2 81.95 Cash
November 19, 2021 7,600 2 47.40 Cash 2,101,914,816
19,480 2 28.63 Cash
24,250 2 62.00 Cash
87,185 2 82.25 Cash
5,748 2 98.70 Cash
December 2, 2021 2,470 2 47.40 Cash 2,101,968,679
11,340 2 28.63 Cash
16,525 2 62.00 Cash
21,540 2 82.25 Cash
1,988 2 98.70 Cash
December 8, 2021 4,330 2 47.40 Cash 2,102,006,097
11,620 2 28.63 Cash
7,100 2 62.00 Cash
13,700 2 82.25 Cash
668 2 98.70 Cash
December 17, 2021 500 2 28.63 Cash 2,102,016,502
3,750 2 62.00 Cash
6,155 2 82.25 Cash
December 24, 2021 3,740 2 28.63 Cash 2,102,028,442
5,800 2 62.00 Cash
2,400 2 82.25 Cash
January 10, 2022 9,170 2 47.40 Cash 2,102,094,537
16,575 2 28.63 Cash
18,550 2 62.00 Cash
21,800 2 82.25 Cash
January 14, 2022 1,840 2 47.40 Cash 2,102,115,707
11,700 2 28.63 Cash
4,800 2 62.00 Cash
2,830 2 82.25 Cash
January 20, 2022 1,390 2 47.40 Cash 2,102,145,194
2,470 2 28.63 Cash
6,700 2 62.00 Cash
16,215 2 82.25 Cash
2,712 2 98.70 Cash
January 28, 2022 1,590 2 47.40 Cash 2,102,167,653
1,480 2 28.63 Cash
3,200 2 62.00 Cash
15,925 2 82.25 Cash
264 2 98.70 Cash
February 3, 2022 600 2 62.00 Cash 2,102,175,028
6,775 2 82.25 Cash
February 10, 2022 810 2 47.40 Cash 2,102,208,973
2,230 2 28.63 Cash
2,800 2 62.00 Cash
25,911 2 82.25 Cash
2,194 2 98.70 Cash
February 17, 2022 3,520 2 47.40 Cash 2,102,247,857
9,351 2 28.63 Cash
2,700 2 62.00 Cash
21,990 2 82.25 Cash
1,323 2 98.70 Cash
February 24, 2022 6,990 2 47.40 Cash 2,102,331,099
9,280 2 28.63 Cash
28,800 2 62.00 Cash
37,290 2 82.25 Cash
882 2 98.70 Cash
March 4, 2022 11,490 2 47.40 Cash 2,102,413,007
4,360 2 28.63 Cash
21,550 2 62.00 Cash
38,280 2 82.25 Cash
6,228 2 98.70 Cash
March 11, 2022 7,440 2 47.40 Cash 2,102,491,032
26,836 2 28.63 Cash
15,925 2 62.00 Cash
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Date of allotment# | Number of Equity | Face value | Issue price per Nature of Cumulative number of
Shares allotted per Equity | Equity Share consideration Equity Shares
Share ®
®
27,024 2 82.25 Cash
800 2 98.70 Cash
March 18, 2022 2,890 2 47.40 Cash 2,102,544,373
12,560 2 28.63 Cash
10,250 2 62.00 Cash
27,245 2 82.25 Cash
396 2 98.70 Cash
March 24, 2022 2,000 2 28.63 Cash 2,102,546,373
April 11, 2022 15,010 2 47.40 Cash 2,102,772,303
20,890 2 28.63 Cash
26,800 2 62.00 Cash
99,366 2 82.25 Cash
11,163 2 98.70 Cash
52,701 2 38.30 Cash
April 19, 2022 9,020 2 47.40 Cash 2,102,870,015
8,355 2 28.63 Cash
6,125 2 62.00 Cash
51,320 2 82.25 Cash
1,027 2 98.70 Cash
21,865 2 38.30 Cash
April 25, 2022 3,135 2 47.40 Cash 2,102,967,970
18,500 2 28.63 Cash
30,625 2 62.00 Cash
32,388 2 82.25 Cash
330 2 98.70 Cash
12,977 2 38.30 Cash
April 30, 2022 2,630 2 47.40 Cash 2,103,017,673
3,360 2 28.63 Cash
6,600 2 62.00 Cash
18,495 2 82.25 Cash
1,464 2 98.70 Cash
17,154 2 38.30 Cash
May 7, 2022 555 2 47.40 Cash 2,103,073,357
14,440 2 28.63 Cash
8,625 2 62.00 Cash
14,830 2 82.25 Cash
17,234 2 38.30 Cash
May 16, 2022 6,810 2 47.40 Cash 2,103,148,825
25,488 2 28.63 Cash
10,700 2 62.00 Cash
16,860 2 82.25 Cash
264 2 98.70 Cash
15,346 2 38.30 Cash
May 23, 2022 111,550 2 47.40 Cash 2,103,416,669
119,190 2 28.63 Cash
9,200 2 62.00 Cash
12,388 2 82.25 Cash
907 2 98.70 Cash
14,609 2 38.30 Cash
May 30, 2022 5,425 2 47.40 Cash 2,103,453,227
5,325 2 28.63 Cash
8,200 2 62.00 Cash
7,885 2 82.25 Cash
9,723 2 38.30 Cash
June 3, 2022 2,200 2 47.40 Cash 2,103,491,865
11,855 2 28.63 Cash
12,100 2 62.00 Cash
4,285 2 82.25 Cash
8,198 2 38.30 Cash
June 8, 2022019 17,500 2 50.00 Cash 2,103,509,365
July 2, 2022 9,410 2 47.40 Cash 2,103,619,093
27,745 2 28.63 Cash
37,180 2 62.00 Cash
13,225 2 82.25 Cash
564 2 98.70 Cash
21,604 2 38.30 Cash
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Date of allotment# | Number of Equity | Face value | Issue price per Nature of Cumulative number of
Shares allotted per Equity | Equity Share consideration Equity Shares
Share ®
®
July 7, 2022 1,330 2 47.40 Cash 2,103,650,256
7,305 2 28.63 Cash
6,000 2 62.00 Cash
7,175 2 82.25 Cash
577 2 98.70 Cash
7,526 2 38.30 Cash
1,250 2 52.90 Cash
July 15, 2022 1,890 2 47.40 Cash 2,103,683,761
4,670 2 28.63 Cash
10,020 2 62.00 Cash
8,850 2 82.25 Cash
1,074 2 98.70 Cash
7,001 2 38.30 Cash
July 25, 2022 5,530 2 47.40 Cash 2,103,825,888
15,710 2 28.63 Cash
11,400 2 62.00 Cash
79,520 2 82.25 Cash
10,325 2 98.70 Cash
19,642 2 38.30 Cash
August 1, 2022 13,320 2 47.40 Cash 2,104,251,595
11,340 2 28.63 Cash
24,300 2 62.00 Cash
312,500 2 60.35 Cash
40,350 2 82.25 Cash
7,895 2 98.70 Cash
16,002 2 38.30 Cash
August 9, 2022 21,360 2 47.40 Cash 2,104,624,775
66,220 2 28.63 Cash
69,370 2 62.00 Cash
651 2 116.85 Cash
123,340 2 82.25 Cash
25,181 2 98.70 Cash
67,058 2 38.30 Cash
August 16, 2022 26,330 2 47.40 Cash 2,105,073,990
61,490 2 28.63 Cash
69,470 2 62.00 Cash
10,800 2 116.85 Cash
135,045 2 82.25 Cash
41,129 2 98.70 Cash
37,255 2 38.30 Cash
67,696 2 42.95 Cash
August 22, 2022 13,095 2 47.40 Cash 2,105,389,423
51,310 2 28.63 Cash
57,750 2 62.00 Cash
3,675 2 116.85 Cash
69,477 2 82.25 Cash
36,529 2 98.70 Cash
34,319 2 38.30 Cash
49,278 2 42.95 Cash
August 29, 2022 21,720 2 47.40 Cash 2,105,846,263
92,265 2 28.63 Cash
96,900 2 62.00 Cash
625 2 116.85 Cash
117,166 2 82.25 Cash
56,733 2 98.70 Cash
33,079 2 38.30 Cash
38,352 2 42.95 Cash
September 5, 2022 33,320 2 47.40 Cash 2,106,559,385
168,949 2 28.63 Cash
225,825 2 62.00 Cash
8,300 2 116.85 Cash
142,835 2 82.25 Cash
42,745 2 98.70 Cash
46,561 2 38.30 Cash
44,587 2 42.95 Cash
September 13, 2022 41,150 2 47.40 Cash 2,108,558,235
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Date of allotment# | Number of Equity | Face value | Issue price per Nature of Cumulative number of
Shares allotted per Equity | Equity Share consideration Equity Shares
Share ®
®
728,719 2 28.63 Cash
806,192 2 62.00 Cash
26,303 2 116.85 Cash
205,724 2 82.25 Cash
82,646 2 98.70 Cash
50,687 2 38.30 Cash
57,429 2 42.95 Cash
September 20, 2022 20,465 2 47.40 Cash 2,109,285,383
56,730 2 28.63 Cash
82,150 2 62.00 Cash
44,325 2 116.85 Cash
184,231 2 82.25 Cash
175,000 2 80.85 Cash
86,409 2 98.70 Cash
39,175 2 38.30 Cash
38,663 2 42.95 Cash
September 27, 2022 13,440 2 47.40 Cash 2,109,552,908
5,220 2 28.63 Cash
7,450 2 62.00 Cash
19,901 2 116.85 Cash
116,507 2 82.25 Cash
65,456 2 98.70 Cash
20,817 2 38.30 Cash
18,734 2 42.95 Cash
October 1, 2022 28,185 2 47.40 Cash 2,109,829,288
500 2 28.63 Cash
5,200 2 62.00 Cash
1,704 2 116.85 Cash
133,860 2 82.25 Cash
43,484 2 98.70 Cash
33,041 2 38.30 Cash
29,156 2 42.95 Cash
1,250 2 47.70 Cash
October 10, 2022 16,140 2 47.40 Cash 2,109,879,046
3,000 2 62.00 Cash
5,174 2 116.85 Cash
21,420 2 82.25 Cash
2,036 2 98.70 Cash
1,363 2 38.30 Cash
625 2 42.95 Cash
October 17, 2022 39,660 2 47.40 Cash 2,110,195,421
4,650 2 62.00 Cash
28,283 2 116.85 Cash
107,190 2 82.25 Cash
29,000 2 80.85 Cash
73,011 2 98.70 Cash
15,477 2 38.30 Cash
19,104 2 42.95 Cash
October 25, 2022 47,320 2 47.40 Cash 2,110,995,313
12,650 2 62.00 Cash
1,450 2 66.55 Cash
75,000 2 72.45 Cash
50,000 2 75.00 Cash
80,589 2 116.85 Cash
298,415 2 82.25 Cash
48,000 2 80.85 Cash
115,324 2 98.70 Cash
35,925 2 38.30 Cash
35,219 2 42.95 Cash
October 31, 2022 93,235 2 47.40 Cash 2,111,583,166
7,600 2 62.00 Cash
200,000 2 53.70 Cash
60,000 2 79.45 Cash
47,950 2 116.85 Cash
92,739 2 82.25 Cash
61,937 2 98.70 Cash
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Date of allotment# | Number of Equity | Face value | Issue price per Nature of Cumulative number of
Shares allotted per Equity | Equity Share consideration Equity Shares
Share ®
®
12,797 2 38.30 Cash
11,595 2 42.95 Cash
November 8, 2022 462,470 2 47.40 Cash 2,112,390,858
7,350 2 62.00 Cash
73,578 2 116.85 Cash
113,321 2 82.25 Cash
25,000 2 80.85 Cash
79,052 2 98.70 Cash
24,277 2 38.30 Cash
22,644 2 42.95 Cash
November 15, 2022 34,680 2 47.40 Cash 2,112,872,696
3,150 2 62.00 Cash
95,978 2 116.85 Cash
203,682 2 82.25 Cash
96,823 2 98.70 Cash
22,569 2 38.30 Cash
24,956 2 42.95 Cash
November 21, 2022 250 2 47.40 Cash 2,113,174,399
3,000 2 62.00 Cash
67,989 2 116.85 Cash
124,606 2 82.25 Cash
30,000 2 80.85 Cash
42,306 2 98.70 Cash
16,178 2 38.30 Cash
17,374 2 42.95 Cash
December 2, 2022 1,510 2 47.40 Cash 2,113,542,064
4,500 2 62.00 Cash
58,825 2 116.85 Cash
143,741 2 82.25 Cash
13,000 2 80.85 Cash
101,128 2 98.70 Cash
23,947 2 38.30 Cash
21,014 2 42.95 Cash
December 9, 2022 2,300 2 62.00 Cash 2,113,874,376
83,826 2 116.85 Cash
104,549 2 82.25 Cash
44,780 2 98.70 Cash
18,556 2 38.30 Cash
13,345 2 42.95 Cash
64,956 2 66.00 Cash
December 17, 2022 250 2 47.40 Cash 2,114,202,038
550 2 62.00 Cash
57,163 2 116.85 Cash
101,635 2 82.25 Cash
44,208 2 98.70 Cash
15,945 2 38.30 Cash
16,172 2 42.95 Cash
41,739 2 66.00 Cash
50,000 2 105.65 Cash
December 23, 2022 300 2 62.00 Cash 2,114,371,048
35,025 2 116.85 Cash
52,276 2 82.25 Cash
38,160 2 98.70 Cash
7,736 2 38.30 Cash
8,985 2 42.95 Cash
26,528 2 66.00 Cash
December 31, 2022 5,750 2 62.00 Cash 2,114,570,368
35,146 2 116.85 Cash
51,820 2 82.25 Cash
38,423 2 98.70 Cash
10,249 2 38.30 Cash
12,279 2 42.95 Cash
30,653 2 66.00 Cash
15,000 2 105.65 Cash
January 6, 2023 2,000 2 62.00 Cash 2,114,752,236
33,438 2 116.85 Cash
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Date of allotment# | Number of Equity | Face value | Issue price per Nature of Cumulative number of
Shares allotted per Equity | Equity Share consideration Equity Shares
Share ®
®
75,382 2 82.25 Cash
30,840 2 98.70 Cash
10,073 2 38.30 Cash
10,406 2 42.95 Cash
19,729 2 66.00 Cash
January 14, 2023 1,400 2 62.00 Cash 2,114,935,725
39,338 2 116.85 Cash
75,648 2 82.25 Cash
30,299 2 98.70 Cash
6,743 2 38.30 Cash
6,465 2 42.95 Cash
23,596 2 66.00 Cash
January 22, 2023 1,000 2 62.00 Cash 2,115,160,533
42,345 2 116.85 Cash
63,159 2 82.25 Cash
37,614 2 98.70 Cash
8,215 2 38.30 Cash
9,688 2 42.95 Cash
22,787 2 66.00 Cash
40,000 2 105.65 Cash
January 31, 2023 5,750 2 62.00 Cash 2,115,318,243
29,969 2 116.85 Cash
39,210 2 82.25 Cash
29,852 2 98.70 Cash
6,243 2 38.30 Cash
7,785 2 42.95 Cash
18,901 2 66.00 Cash
20,000 2 105.65 Cash
February 4, 2023 7,250 2 62.00 Cash 2,115,469,452
14,788 2 116.85 Cash
44,880 2 82.25 Cash
30,429 2 98.70 Cash
5,814 2 38.30 Cash
6,119 2 42.95 Cash
16,929 2 66.00 Cash
25,000 2 105.65 Cash
February 13, 2023 13,275 2 116.85 Cash 2,115,554,742
28,175 2 82.25 Cash
6,300 2 80.85 Cash
17,527 2 98.70 Cash
6,071 2 38.30 Cash
3,789 2 42.95 Cash
10,153 2 66.00 Cash
February 22, 2023 48,988 2 116.85 Cash 2,115,715,028
47,139 2 82.25 Cash
10,467 2 98.70 Cash
7,103 2 38.30 Cash
7,170 2 42.95 Cash
9,419 2 66.00 Cash
30,000 2 105.65 Cash
February 27, 2023 3,650 2 62.00 Cash 2,115,793,219
5,250 2 116.85 Cash
35,795 2 82.25 Cash
13,776 2 98.70 Cash
6,270 2 38.30 Cash
5,095 2 42.95 Cash
8,355 2 66.00 Cash
March 4, 2023 5,250 2 62.00 Cash 2,115,931,506
27,601 2 116.85 Cash
43,752 2 82.25 Cash
30,508 2 98.70 Cash
8,152 2 38.30 Cash
6,079 2 42.95 Cash
16,945 2 66.00 Cash
March 13, 2023 1,250 2 62.00 Cash 2,116,058,189
38,902 2 116.85 Cash
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Date of allotment# | Number of Equity | Face value | Issue price per Nature of Cumulative number of
Shares allotted per Equity | Equity Share consideration Equity Shares
Share ®
®
42,010 2 82.25 Cash
20,453 2 98.70 Cash
4,320 2 38.30 Cash
4,675 2 42.95 Cash
15,073 2 66.00 Cash
March 20, 2023 1,400 2 62.00 Cash 2,116,201,143
26,969 2 116.85 Cash
64,720 2 82.25 Cash
10,000 2 81.20 Cash
17,932 2 98.70 Cash
5,762 2 38.30 Cash
6,910 2 42.95 Cash
9,261 2 66.00 Cash
April 7, 2023 1,000 2 62.00 Cash 2,116,333,018
20,087 2 116.85 Cash
17,860 2 82.25 Cash
22,855 2 98.70 Cash
55,385 2 38.30 Cash
4,804 2 42.95 Cash
9,884 2 66.00 Cash
April 13, 2023 3,300 2 62.00 Cash 2,116,494,384
30,748 2 116.85 Cash
49,972 2 82.25 Cash
19,539 2 98.70 Cash
43,325 2 38.30 Cash
5,515 2 42.95 Cash
8,967 2 66.00 Cash
April 26, 2023 750 2 62.00 Cash 2,116,593,690
23,054 2 116.85 Cash
22,244 2 82.25 Cash
10,945 2 98.70 Cash
30,887 2 38.30 Cash
3,710 2 42.95 Cash
7,716 2 66.00 Cash
April 29, 2023 20,338 2 116.85 Cash 2,116,691,019
19,151 2 82.25 Cash
21,069 2 98.70 Cash
26,024 2 38.30 Cash
3,008 2 42.95 Cash
5,239 2 66.00 Cash
2,500 2 62.00 Cash
May 4, 2023 24,362 2 116.85 Cash 2,116,777,525
16,043 2 82.25 Cash
11,560 2 98.70 Cash
24,888 2 38.30 Cash
3,100 2 42.95 Cash
6,553 2 66.00 Cash
May 11, 2023 5,300 2 62.00 Cash 2,117,052,702
126,277 2 116.85 Cash
48,543 2 82.25 Cash
33,354 2 98.70 Cash
43,779 2 38.30 Cash
4,980 2 42.95 Cash
12,944 2 66.00 Cash
May 22, 2023 6,150 2 62.00 Cash 2,117,237,720
22,867 2 116.85 Cash
62,212 2 82.25 Cash
36,604 2 98.70 Cash
36,069 2 38.30 Cash
7,042 2 42.95 Cash
14,074 2 66.00 Cash
May 31, 2023 4,250 2 62.00 Cash 2,117,338,202
11,660 2 116.85 Cash
26,630 2 82.25 Cash
10,902 2 98.70 Cash
30,583 2 38.30 Cash
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Date of allotment# | Number of Equity | Face value | Issue price per Nature of Cumulative number of
Shares allotted per Equity | Equity Share consideration Equity Shares
Share ®
®
6,760 2 42.95 Cash
9,697 2 66.00 Cash
June 6, 2023 9,700 2 62.00 Cash 2,117,516,452
39,592 2 116.85 Cash
52,185 2 82.25 Cash
27,617 2 98.70 Cash
30,429 2 38.30 Cash
4,920 2 42.95 Cash
13,807 2 66.00 Cash
June 12, 2023 9,000 2 62.00 Cash 2,117,759,220
50,073 2 116.85 Cash
90,580 2 82.25 Cash
25,049 2 98.70 Cash
41,829 2 38.30 Cash
1,250 2 52.90 Cash
8,165 2 42.95 Cash
15,197 2 66.00 Cash
1,625 2 55.70 Cash
June 17, 2023 1,400 2 62.00 Cash 2,117,898,583
31,212 2 116.85 Cash
50,914 2 82.25 Cash
15,474 2 98.70 Cash
24,577 2 38.30 Cash
4,375 2 42.95 Cash
8,911 2 66.00 Cash
2,500 2 86.20 Cash
June 27, 2023 3,000 2 62.00 Cash 2,118,016,263
11,122 2 116.85 Cash
50,221 2 82.25 Cash
500 2 80.85 Cash
10,389 2 98.70 Cash
21,778 2 38.30 Cash
5,770 2 42.95 Cash
11,150 2 66.00 Cash
3,750 2 86.20 Cash
July 6, 2023 3,375 2 62.00 Cash 2,118,164,218
41,453 2 82.25 Cash
14,852 2 98.70 Cash
34,386 2 38.30 Cash
30,960 2 116.85 Cash
6,179 2 42.95 Cash
12,300 2 66.00 Cash
4,450 2 86.20 Cash

$Allotment pursuant to bonus issuance kept under abeyance and released pursuant to court order.
#Allotment pursuant to bonus issuance.
1. Our Bank was incorporated on April 23, 1931 as a joint stock company and subsequently in 1949 became a company limited by shares.
Consisted of an offering of 2,525,000 Equity Shares in the issue 1: 2 to the existing shareholders of our Bank and 525,000 Equity Shares to the
employees of our Bank. Of the above 377,981 Equity Shares were allotted to employees of our Bank, and 2,670,713 Equity Shares which included
Equity Shares renounced by the employees were allotted to the existing shareholders of our Bank.
Forfeiture of 302,745 Equity Shares as calls in arrears.
Equity Shares issued pursuant to issue of GDRs.
Equity Shares issued pursuant to overallotment under GDRs.
Equity Shares issued pursuant to the rights entitlement kept under abeyance and released pursuant to court order.
Equity Shares issued pursuant to the bonus issuance kept under abeyance and released pursuant to court order.
Equity Shares issued pursuant to the rights entitlement kept under abeyance and released pursuant to court order.
Equity Shares issued pursuant to the rights entitlement kept under abeyance and released pursuant to court order.
0. Equity Shares issued pursuant to the rights entitlement kept under abeyance and released pursuant to court order.
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Our Bank has not been able to trace the corporate records in relation to the allotments made prior to 2006. For further details
see “Risk Factors 33 - Certain of our historical corporate records in connection with the allotment of our Equity Shares are
not traceable.” on page 52.

Except as disclosed below, Our Bank has not made any allotment of Equity Shares in the one year immediately preceding the
date of filing of this Preliminary Placement Document.

Federal Bank - ESOS 2010
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As on the date of this Preliminary Placement Document, our Bank has a subsisting employees' stock option scheme, the
Federal Bank - Employee Stock Option Scheme 2010 (“ESOS 2010”). Our Bank, pursuant to the resolutions passed by the
Board on October 29, 2010 and Shareholders on December 24, 2010, adopted the ESOS 2010. The ESOS 2010 is in
compliance with the Securities and Exchange Board of India (Share Based Employee Benefits and Sweat Equity) Regulations,
2021. The Bank may grant an aggregate number of up to 82,811,799 employee stock options under the ESOS 2010. Upon
exercise and payment of the exercise price, the option holder will be entitled to be allotted one Equity Share per employee
stock option. Accordingly, the number of Equity Shares that may be issued under the ESOP Plan 2010 shall not exceed
82,811,799 Equity Shares.

The details of the stock options outstanding under the ESOS 2010 as of the date of the Preliminary Placement Document are
as follows:

Details Number of Stock Options
Options granted 104,075,200
Options vested 1,510,145
Options exercised 75,597,810
Options lapsed/forfeited 7,857,685
Options cancelled 13,580,010
Total options outstanding 7,039,695

Federal Bank - ESOS 2017

As on the date of this Preliminary Placement Document, our Bank has a subsisting employees' stock option scheme, the
Federal Bank - Employee Stock Option Scheme 2017 (“ESOS 2017”’). Our Bank, pursuant to the resolutions passed by the
Board on April 28, 2017 and Shareholders on July 14, 2017, adopted the ESOS 2017.The ESOS 2017 is in compliance with
the Securities and Exchange Board of India (Share Based Employee Benefits and Sweat Equity) Regulations, 2021. The Bank
may grant an aggregate number of up to 86,202,270 employee stock options under the ESOS 2017. Upon exercise and payment
of the exercise price, the option holder will be entitled to be allotted one Equity Share per employee stock option. Accordingly,
the number of Equity Shares that may be issued under the ESOP Plan 2017 shall not exceed 86,202,270 Equity Shares.

The details of the stock options outstanding under the ESOS 2017 as of the date of the Preliminary Placement Document are
as follows:

Details Number of Stock Options
Options granted 115,225,425
Options vested 46,450,693
Options exercised 11,698,013
Options lapsed/forfeited -
Options cancelled 33,203,134
Total options outstanding 70,324,278

Proposed Allottees in the Issue

In compliance with the requirements of Chapter VI of the SEBI ICDR Regulations, Allotment shall be made by our Bank, in
consultation with the Book Running Lead Managers, to Eligible QIBs only, on a discretionary basis. For further details, see
“Proposed Allottees” on page 774.

Pre-1ssue and post-Issue shareholding pattern

The pre-lIssue and post-1ssue shareholding pattern of our Bank is set forth below:

S. No. Category Pre-lIssue” Post-Issue*
No. of Equity Shares % of No. of Equity % of
held shareholding | Shares held | shareholding
1. Promoter’s holding
1. Indian
Individual N.A. N.A. [e] [e]
Bodies corporate N.A. N.A. [] [e]
Sub-total N.A. N.A. [e] [e]
2. Foreign N.A. N.A. [e] [e]
Sub-total (A) N.A. N.A. [o] [o]
2. Non — Promoter’s holding
1. Institutional Investors 1,479,346,409 69.83 [] [e]
2. Non-Institutional Investors N.A. N.A. [] [e]
Private corporate bodies 32,104,114 1.53 [e] [e]
Directors and relatives 1,375,595 0.06 [e] [e]
Indian public 471,848,974 22.28 [e] [e]
Others including Non-resident Indians (NRIs) 133,489,126 6.30 [e] [e]
Sub-total (B) 2,118,164,218 100.00 [o] [o]
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S. No. Category Pre-lIssue” Post-Issue*
No. of Equity Shares % of No. of Equity % of
held shareholding | Shares held | shareholding
Grand Total (A+B) 2,118,164,218 100.00 [o] [o]

n Based on beneficiary position data of our Bank as on July 18, 2023.
* Note: The details of the post-Issue shareholding pattern have been intentionally left blank and will be filled in before filing of the Placement Document
with the Stock Exchanges.

Other confirmations

Our Equity Shares have been listed for a period of at least one year prior to the date of issuance of notice dated July 5, 2022
to the Shareholders for approval of this Issue.

Our Bank shall not make any subsequent qualified institutions placement until the expiry of two weeks from the date of this
Issue.

There will be no change of control of our Bank pursuant to the Issue.

Our Bank has not made any allotments for consideration other than cash, in the last one year preceding the date of this
Preliminary Placement Document.

Except employee stock options granted pursuant to ESOS 2010 and ESOS 2017, there are no outstanding warrants, options
or rights to convert debentures, loans or other instruments convertible into the Equity Shares as on the date of this Preliminary
Placement Document.

On the basis of the offer letter dated July 18, 2023, our Bank proposes to undertake a preferential issue (“Preferential Issue”)
of up to 72,682,048 Equity Shares aggregating up to 9,586.76 million to IFC Investors, as per the applicable provisions of
the Companies Act 2013, SEBI ICDR Regulations and applicable law. The Preferential Issue will be undertaken subject to a
minimum subscription price per share as prescribed under the SEBI ICDR Regulations and such issue price shall not exceed
3131.91 per Equity Share. The Preferential Issue is subject to approval by our Board and Shareholders, execution of relevant
agreements and receipt of regulatory approvals (including approval from the RBI. We cannot assure you that our Board,
Shareholders, and RBI will accord their approval for the Preferential Issue and that our Bank will be able to raise funds through
the Preferential Issue in a timely manner or at all due to market conditions and other considerations. Also see Risk Factor 15-
“Our Bank may undertake a preferential allotment of Equity Shares after completion of the Issue which is subject to the
corporate approvals and other considerations”- on page 44.
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DIVIDENDS

The declaration and payment of dividends will be recommended by our Board and approved by our Shareholders, at their
discretion, subject to the provisions of the Banking Regulation Act and regulations made thereunder, the RBI Act and
regulations and guidelines made thereunder (including RBI circular DBOD.NO.BP.BC. 88 / 21.02.067 / 2004-05 dated May
4, 2005) (“RBI Dividend Circular™), the Articles of Association and other applicable law, including the Companies Act,
2013. Our Board has approved and adopted a formal dividend distribution policy in terms of Regulation 43A of the SEBI
Listing Regulations. For further information, see “Description of the Equity Shares” on page 753. Subsequently, amendments
to the dividend distribution policy were approved and adopted by our Board on March 18, 2023. The dividend, if any, will
depend on various internal factors, including but not limited to business growth plans, future capital requirements etc. The
decision of our Board regarding dividend shall be final. The dividend payout decision of our Bank will also depend on certain
external factors such as the state of the economy of the country, compliance with Companies Act 2013 and its rules, other
statutory and regulatory provisions, shareholder expectations including individual shareholders, tax regulations including the
treatment of deferred tax assets etc. as may be applicable at the time of declaration of the dividend.

RBI, pursuant to a circular DOR.BP.BC.N0.64/21.02.067/2019-20 dated April 17, 2020 read with circular
DOR.BP.BC.N0.29/21.02.067/2020-21 dated December 4, 2020, has directed that banks shall not make any dividend payment
on equity shares from the profits pertaining to the fiscal ended March 31, 2020 in order to conserve capital to retain their
capacity to support the economy and absorb losses in an environment of heightened uncertainty caused by COVID-19. Further,
vide a circular DOR.ACC.REC.7/21.02.067/2021-22 dated April 22, 2021, RBI partially modified the instructions contained
in the RBI Dividend Circular, allowing the banks to pay dividend on equity shares from the profits for the fiscal ended March
31, 2021, subject to the quantum of dividend being not more than fifty percent of the amount determined as per the dividend
payout ratio prescribed in the RBI Dividend Circular.

Our Bank has not declared any dividends or paid on Equity Shares from July 1, 2023 till the date of this Preliminary Placement
Document.

The details of dividend paid by our Bank are set out in the following table:

Three month

Particulars

period ended June
30,2023

Fiscal 2023

Fiscal 2022

Fiscal 2021

No. of Equity Shares*

)

Face value per Equity Share (in

Aggregate Dividend (in )

Dividend per Equity Share (in %)

Rate of dividend (%)

Dividend Distribution Tax (%)

Dividend Distribution Tax (in %)

No dividend was
declared during the
period

2,116,201,143

2,102,546,373

2.00

2.00

3,786,630,319.80

1,397,395,641.60

1.80 0.70
90.00 35.00
N.A. N.A.
N.A. N.A.

No dividend was
declared during
the year

* Number of equity shares, subscribed called up and paid up as at 31 March of respective years.
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FINANCIAL INFORMATION

Financial Statements Page Nos.
Unaudited Interim Standalone Financial Statements 96
Unaudited Interim Consolidated Financial Statements 103
Audited Standalone Financial Statement for Fiscal 2023 112
Audited Consolidated Financial Statements for Fiscal 2023 216
Audited Standalone Financial Statement for Fiscal 2022 289
Audited Consolidated Financial Statements for Fiscal 2022 383
Audited Standalone Financial Statement for Fiscal 2021 451
Audited Consolidated Financial Statements for Fiscal 2021 543
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Varma & Varma Borkar & Muzumdar

Chartered Accountants, Chartered Accountants,
N0.53/2600, Kerala Varma Tower 21/168, Anand Nagar, Om Co-op
Off Kunjanbava Road, Hsg Society, Anand Nagar Lane
Vytilla, Off Nehru Road, Santacruz(East)
Kochi -682019 Mumbai - 400 055

Limited Review Report on Special Purpose Unaudited Condensed Interim Standalone
Financial Statements of the Federal Bank Limited for the quarter ended 30" June
2023

The Board of Directors,
The Federal Bank Limited

1. We have reviewed the accompanying Special Purpose Unaudited Condensed
Interim Standalone Financial Statements of The Federal Bank Limited
(hereinafter referred to as “the Bank”) which comprise the Condensed
Standalone Balance Sheet as at 30" June 2023, the Condensed Standalone
Statement of Profit and Loss and the Condensed Standalone Statement of Cash
Flows for the three month period then ended, and related explanatory notes
(hereinafter referred to as “Unaudited Condensed Interim Standalone
FinancialStatements”).

2. The Unaudited Condensed Interim Standalone Financial Statements, which the
responsibility of the Bank’s Management and have been approved by the Bank’s
Board of Directors, have been prepared in accordance with the recognition and
measurement principles laid down in Accounting Standard - 25 ‘Interim Financial
Reporting’ (‘AS-25’), prescribed under section 133 of the Companies Act, 2013,
the relevant provisions of the Banking Regulation Act, 1949, the circulars,
guidelines and directions issued by the Reserve Bank of India (the ‘RBI’) from
time to time (the ‘RBI Guidelines’) and other accounting principles generally
accepted in India. These Special Purpose Condensed Standalone Financial
Statements have been prepared solely in connection with raising of funds in
accordance with the provisions of the Securities and Exchange Board of India
(Issue of Capital and Disclosure Requirements) Regulations, 2018, as amended
(hereinafter referred to as “the SEBI ICDR Regulations”).Our responsibility is to
Issue a report on the Unaudited Condensed Interim Standalone Financial
Statements based on our review.

3.  We conducted our review of the Unaudited Condensed Interim Standalone
Financial Statements in accordance with the Standard on Review Engagement
(SRE) 2410, “Review of Interim Financial Information Performed by the
Independent Auditor of the Entity”, issued by the Institute of Chartered
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Accountants of India. This standard requires that we plan and perform the review
to obtain moderate assurance as to whether the Unaudited Condensed Interim
Standalone Financial Statements are free of material misstatement. A review is
limited primarily to inquiries of bank personnel and analytical procedures applied
to financial data and thus provides less assurance than an audit. We have not
performed an audit and accordingly we do not express an audit opinion.

Our review primarily is conducted on the basis of review of the books of account
and records of the Bank. We have also relied on the information and
explanations furnished to us by the Bank and the returns as considered
necessary by us for the review.

Based on our review conducted as above, nothing has come to our attention that
causes us to believe that the accompanying Unaudited Condensed Interim
Standalone Financial Statements prepared in accordance with applicable
accounting standards, the RBI Guidelines and other accounting principles
generally accepted in India, contain any material misstatement.

Restriction on Distribution and Use:

6.

The Unaudited Condensed Interim Standalone Financial Statements have been
prepared solely to assist the Bank to meet the requirements of preparation of
Special Purpose Financial Statements for the three months ended 30th June
2023 in connection with raising of funds in accordance with the provisions of the
SEBI ICDR Regulations. As a result, the Unaudited Condensed Interim
Standalone Financial Statements may not be suitable for another purpose. Our
report is intended solely for the Bank for use in connection with the above
purpose and should not be distributed to or used by parties without our prior
written consent.

For Varma & Varma For Borkar & Muzumdar

Chartered Accountants Chartered Accountants

FRM: 004532S FRN: 101569W

Vijay Narayan Govind Kaushal Muzumdar

Partner Partner

Membership No. 203094 Membership No: 100938

UDIN: 23203094BGXYMV7400 UDIN: 23100938BGQQSW5935

Kochi Kochi

Date: 19.07. 2023 Date: 19.07.2023
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THE FEDERAL BANK LIMITED
Unaudited Condensed Interim Standalone Balance Sheet

(X in Lakhs)
As at As at As at
June 30, 2023 | March 31, 2023 | June 30, 2022
(Unaudited) (Audited) (Unaudited)
CAPITAL AND LIABILITIES
Capital 42,360 42,324 42,070
Reserves and Surplus 2,195,154 2,108,300 1,897,181
Deposits 22,249,550 21,338,604 18,335,529
Borrowings 2,117,774 1,931,928 1,583,424
Other Liabilities and Provisions 814,720 613,027 677,075
Total 27,419,558 26,034,183 22,535,279
ASSETS
Cash and Balances with Reserve Bank of India 1,359,051 1,259,085 1,315,721
Balance with Banks and Money at Call and Short Notice 569,216 509,783 280,531
Investments 5,194,188 4,898,335 4,118,649
Advances 18,348,741 17,444,688 15,168,949
Fixed Assets 93,443 93,397 66,775
Other Assets 1,854,919 1,828,895 1,584,654
Total 27,419,558 26,034,183 22,535,279
Contingent liabilities 7,496,388 7,660,184 4,881,237

As per our limited review report of even date
For Varma & Varma For Borkar & Muzumdar

Chartered Accountants
Firm's Registration No:
101569W

Chartered Accountants
Firm's Registration No:
004532S

Vijay Narayan Govind Kaushal Muzumdar

Partner
Membership No: 203094

Partner
Membership No: 100938

Place: Kochi
Date : July 19, 2023

For and on behalf of the Board of Directors

Managing Director & CEO

Shyam Srinivasan

(DIN: 02274773)
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THE FEDERAL BANK LIMITED
Unaudited Condensed Interim Standalone Statement of Profit and Loss

(% in Lakhs)

For the quarter ended
June 30, 2023
(Unaudited)

For the quarter ended
June 30, 2022
(Unaudited)

1. Interest earned (a)+(b)+(c)+(d)

(a) Interest/discount on advances/bills
(b) Income on investments
(c) Interest on balances with Reserve Bank of India and other
inter bank funds
(d) Others
2. Other income
3. TOTAL INCOME (1+2)

4. Interest expended

5. Operating expenses (i)+(ii)

(i) Payments to and provisions for employees
(ii) Other operating expenses
6. TOTAL EXPENDITURE (4+5)

(excluding provisions and contingencies)

7. OPERATING PROFIT (3-6)

(Profit before provisions and contingencies)
8. Provisions (other than tax) and contingencies
9. Exceptional items
10. Profit from Ordinary Activities before tax
(7-8-9)

11. Tax expense

12. Net Profit from Ordinary Activities after tax (10-11)

13. Extraordinary items (net of tax expense)
14. Net Profit for the period (12-13)
Earnings per Share (EPS) (in %)

(a) Basic EPS (before and after extraordinary items)
(b) Diluted EPS (before and after extraordinary items)

502,453
403,958
81,486

7,093

9,916
73,241
575,694
310,594
134,865
61,674
73,191

445,459

130,235
15,558

114,677
29,303
85,374

85,374

4.03%*
3.98%

362,886
288,682
62,949

4,480

6,775
45,262
408,148
202,435
108,376
49,932
58,444

310,811

97,337
16,668

80,669
20,603
60,066

60,066

2.86%*
2.83%

* Not Annualised

As per our limited review report of even date

For Varma & Varma
Chartered Accountants
Firm's Registration No:
004532S

For Borkar & Muzumdar
Chartered Accountants
Firm's Registration No:
101569W

Vijay Narayan Govind
Partner
Membership No: 203094

Place: Kochi
Date : July 19, 2023

Kaushal Muzumdar
Partner
Membership No: 100938

For and on behalf of the Board of Directors

Shyam Srinivasan
Managing Director & CEO
(DIN: 02274773)
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THE FEDERAL BANK LIMITED
Unaudited Condensed Interim Standalone Cash Flow Statement

(X in Lakhs)
For the quarter ended | For the quarter ended
June 30, 2023 June 30, 2022
(Unaudited) (Unaudited)

1. Net Cash Flow from/ (used in) Operating Activities 153,569 (222,710)

2. Net Cash Flow from/ (used in) Investing Activities (181,497) (325,968)

3. Net Cash Flow from/ (used in) Financing Activities 187,286 44,627

4, Effect of Exchange Fluctuation on Translation Reserve 41 (732)

5. Net Increase/(Decrease) in Cash and Cash Equivalents 159,399 (504,783)

6. Cash and Cash Equivalents at the beginning of the period 1,768,868 2,101,035

7. Cash and Cash Equivalents at the end of the period 1,928,267 1,596,252
Notes:

Cash and Cash Equivalents comprises of Cash in hand (including foreign currency notes), Balances with Reserve Bank
of India, Balances with banks and money at call and short notice.

As per our limited review report of even date For and on behalf of the Board of Directors
For Varma & Varma For Borkar & Muzumdar

Chartered Accountants Chartered Accountants

Firm's Registration No: Firm's Registration No:

004532S 101569W

Shyam Srinivasan
Managing Director & CEO
(DIN: 02274773)

Vijay Narayan Govind Kaushal Muzumdar
Partner Partner

Membership No: 203094 Membership No: 100938
Place: Kochi

Date : July 19, 2023
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Selected Explanatory Notes to the Unaudited Condensed Interim Standalone Financial Statements for the quarter
ended June 30, 2023:

1 The above Unaudited Condensed Standalone Interim Financial Statements for the quarter ended June 30, 2023 were reviewed by
the Audit Committee and adopted by the Board of Directors. These Unaudited Condensed Standalone Interim Financial
Statements have been prepared solely in connection with raising of funds in accordance with the provisions of SEBI (Issue of
Capital and Disclosure Requirements) Regulations 2018, as amended, the same has been subjected to limited review by the Joint
Statutory Auditors of the Bank and an unqualified review report has been issued. There are no subsequent events between July
01, 2023 and July 19, 2023 which materially affects the financial position/ results of the Bank as at June 30, 2023.

2 The Bank has consistently applied its significant accounting policies in the preparation of the Unaudited Condensed Standalone
Interim Financial Statements as those followed in the Annual Financial Statements for the year ended March 31, 2023.

3 During the quarter ended June 30, 2023, the Bank has allotted 1,815,120 equity shares of ¥ 2 each, pursuant to the exercise of
stock options by employees.

4 Segment Information@
(T in Lakhs)

For the quarter ended For the year ended
Particulars 30.06.2023 30.06.2022 31.03.2023
(Unaudited) (Unaudited) (Audited)
Segment Revenue:
Treasury 77,243 54,864 253,996
Corporate/Wholesale Banking 164,245 107,758 524,048
Retail Banking 331,117 243,361 1,120,482
a) Digital Banking 30,340 17,299 90,354
b) Other Retail Banking 300,777 226,062 1,030,128
Other Banking operations 2,949 2,123 14,350
Unallocated 140 42 487
Total Revenue 575,694 408,148 1,913,363
Less: Inter Segment Revenue - - -
Income from Operations 575,694 408,148 1,913,363
Segment Results (net of provisions):
Treasury 11,255 12,580 50,577
Corporate/Wholesale Banking 40,024 14,505 95,399
Retail Banking 60,751 51,737 245,789
a) Digital Banking 3,520 (379) 11,359
b) Other Retail Banking 57,231 52,116 234,430
Other Banking operations 2,507 1,805 12,198
Unallocated 140 42 487
Profit before tax 114,677 80,669 404,450
Segment Assets:
Treasury 5,544,511 4,374,168 5,230,629
Corporate/Wholesale Banking 9,895,207 8,251,948 9,699,651
Retail Banking 11,269,975 9,177,241 10,441,427
a) Digital Banking 482,219 226,182 416,592
b) Other Retail Banking 10,787,756 8,951,059 10,024,835
Other Banking operations - - -
Unallocated 709,865 731,922 662,476
Total 27,419,558 22,535,279 26,034,183
Segment Liabilities:
Treasury 3,091,221 1,808,289 2,913,818
Corporate/Wholesale Banking 2,625,089 1,810,653 2,424,409
Retail Banking 19,151,679 16,617,656 18,277,723
a) Digital Banking 1,274,681 722,633 1,203,720
b) Other Retail Banking 17,876,998 15,895,023 17,074,003
Other Banking operations - - -
Unallocated 314,055 359,430 267,609
Total 25,182,044 20,596,028 23,883,559
Capital Employed:
(Segment Assets - Segment Liabilities)
Treasury 2,453,290 2,565,879 2,316,811
Corporate/Wholesale Banking 7,270,118 6,441,295 7,275,242
Retail Banking (7,881,704) (7,440,415) (7,836,296)
a) Digital Banking (792,462) (496,451) (787,128)
b) Other Retail Banking (7,089,242) (6,943,964) (7,049,168)
Other Banking operations - - -
Unallocated 395,810 372,492 394,867
Total 2,237,514 1,939,251 2,150,624
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@ For the above segment reporting, the reportable segments are identified as Treasury, Corporate/Wholesale Banking, Retail
Banking and Other Banking Operations in compliance with the RBI guidelines.

The business operations of the Bank are substantially concentrated in India and for the purpose of Segment Reporting as per
Accounting Standard-17, the bank is considered to operate only in domestic segment.

Previous period's figures have been regrouped / reclassified, wherever necessary to conform to current period's classification.

As per our limited review report of even date For and on behalf of the Board of Directors
For Varma & Varma For Borkar & Muzumdar

Chartered Accountants Chartered Accountants

Firm's Registration No: Firm's Registration No:

004532S 101569W

Shyam Srinivasan
Managing Director & CEO
(DIN: 02274773)

Vijay Narayan Govind Kaushal Muzumdar
Partner Partner

Membership No: 203094 Membership No: 100938
Place: Kochi

Date : July 19, 2023
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Varma & Varma Borkar & Muzumdar

Chartered Accountants, Chartered Accountants,
No0.53/2600, Kerala Varma Tower 21/168, Anand Nagar, Om Co-op
Off Kunjanbava Road, Hsg Society, Anand Nagar Lane
Vytilla, Off Nehru Road, Santacruz(East)
Kochi -682019 Mumbai - 400 055

Limited Review Report on Special Purpose Unaudited Condensed Interim
Consolidated Financial Statements of the Federal Bank Limited for the quarter ended
30" June 2023

The Board of Directors,
The Federal Bank Limited

1. We have reviewed the accompanying Special Purpose Unaudited Condensed
Interim Consolidated Financial Statements of The Federal Bank Limited
(hereinafter referred to as “the Bank”) which comprise the Condensed
Consolidated Balance Sheet as at 30" June 2023, the Condensed Consolidated
Statement of Profit and Loss and the Condensed Consolidated Statement of
Cash Flows for the three month period then ended, and related explanatory
notes (hereinafter referred to as “Unaudited Condensed Interim Consolidated
Financial Statements”).

2. The Unaudited Condensed Interim Consolidated Financial Statements, which
are the responsibility of the Bank’s Management and have been approved by the
Bank’s Board of Directors, have been prepared in accordance with the
recognition and measurement principles laid down in Accounting Standard - 25
‘Interim Financial Reporting’ (‘AS-25’), prescribed under section 133 of the
Companies Act, 2013, the relevant provisions of the Banking Regulation Act,
1949, the circulars, guidelines and directions issued by the Reserve Bank of
India (the ‘RBI’) from time to time (the ‘RBI Guidelines’) and other accounting
principles generally accepted in India. These Special Purpose Condensed
Consolidated Financial Statements have been prepared solely in connection with
raising of funds in accordance with the provisions of the Securities and Exchange
Board of India (Issue of Capital and Disclosure Requirements) Regulations,
2018, as amended (hereinafter referred to as “the SEBI ICDR Regulations”).Our
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responsibility is to issue a report on the Unaudited Condensed Interim
Consolidated Financial Statements based on our review.

We conducted our review of the Unaudited Condensed Interim Consolidated
Financial Statements in accordance with the Standard on Review Engagement
(SRE) 2410, “Review of Interim Financial Information Performed by the
Independent Auditor of the Entity”, issued by the Institute of Chartered
Accountants of India. This standard requires that we plan and perform the review
to obtain moderate assurance as to whether the Unaudited Condensed Interim
Consolidated Financial Statements are free of material misstatement. A review
is limited primarily to inquiries of bank personnel and analytical procedures
applied to financial data and thus provides less assurance than an audit. We
have not performed an audit and accordingly we do not express an audit opinion.

Our review primarily is conducted on the basis of review of the books of account
and records of the Bank. We have also relied on the information and
explanations furnished to us by the Bank and the returns as considered
necessary by us for the review.

These Unaudited Condensed Interim Consolidated Financial Statements
includes the financial statements of the following entities:

a. Fedbank Financial Services Limited (Subsidiary)

b. Federal Operations and Services Limited (Subsidiary)

c. Ageas Federal Life Insurance Company Limited (Associate)

d. Equirus Capital Private Limited (Associate)

Based on our review conducted and procedures performed as stated in
Paragraphs 3 and 4 above, nothing has come to our attention that causes us to
believe that the accompanying Statement prepared in accordance with
applicable accounting standards, the RBI Guidelines and other accounting
principles generally accepted in India, contains any material misstatement.

Other Matters
a. These Unaudited Condensed Interim Consolidated Financial Statements

includes the financial statements of two subsidiaries which have not been
reviewed/ audited, whose condensed interim financial statements reflect total
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b.

assets of Rs.938365.27 Lakhs, total revenues of Rs. 39,090.75 Lakhs, net
profit after tax of Rs. 5280.54 Lakhs and net cash outflow of Rs.20802.78
Lakhs for the quarter ended 30" June 2023, as considered in the Unaudited
Condensed Interim Consolidated Financial Statements. According to the
information and explanations given to us by the Management, these interim
condensed financial statements of the subsidiaries are not material to the
Group.

Our conclusion on the Unaudited Condensed Interim Consolidated Financial
Statements, in so far as it relates to the amounts and disclosures included in
respect of the said subsidiaries, is based solely on the above interim
condensed financial statements furnished to us by the Management and the
procedures performed by us as stated in Paragraphs 3 and 4 above.

These Unaudited Condensed Interim Consolidated Financial Statements also
includes the Group’s share of net profit after tax of Rs. 215.94 Lakhs for the
quarter ended 30" June 2023 in respect of two associates, based on their
interim condensed financial statements which have not been reviewed/
audited. According to the information and explanations given to us by the
Management, these interim condensed financial statements of the associates
are not material to the Group. Our conclusion on the Unaudited Condensed
Interim Consolidated Financial Statements, in so far as it relates to the
amounts and disclosures included in respect of the said associates, is based
solely on the above interim condensed financial statements furnished to us
by the Management and the procedures performed by us as stated in
Paragraphs 3 and 4 above.

Our conclusion on the Unaudited Condensed Interim Consolidated Financial
Statements is not modified in respect of these matters.

Restriction on Distribution and Use:

8.

The Unaudited Condensed Interim Consolidated Financial Statements have
been prepared solely to assist the Bank to meet the requirements of preparation
of Special Purpose Financial Statements for the three months ended 30th June
2023 in connection with raising of funds in accordance with the provisions of the
SEBI ICDR Regulations. As a result, the Unaudited Condensed Interim
Consolidated Financial Statements may not be suitable for another purpose. Our
report is intended solely for the Bank for use in connection with the above
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purpose and should not be distributed to or used by parties without our prior

written consent.

For Varma & Varma
Chartered Accountants
FRN: 004532S

Vijay Narayan Govind

Partner

Membership N0.203094

UDIN: 23203094BGXYMU4736
Kochi

Date: 19.07.2023
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For Borkar & Muzumdar
Chartered Accountants
FRN: 101569W

Kaushal Muzumdar

Partner

Membership No. 100938
UDIN:23100938BGQQSX8711
Kochi

Date: 19.07.2023



THE FEDERAL BANK LIMITED
Unaudited Condensed Interim Consolidated Balance Sheet

(T in Lakhs)
As at As at As at
June 30, 2023 March 31, 2023 | June 30, 2022
(Unaudited) (Audited) (Unaudited)
CAPITAL AND LIABILITIES
Capital 42,360 42,324 42,070
Reserves and Surplus 2,259,413 2,169,917 1,946,707
Minority Interest 36,576 35,197 31,649
Deposits 22,246,987 21,298,850 18,331,556
Borrowings 2,793,232 2,586,198 2,054,795
Other Liabilities and Provisions 848,553 667,920 704,162
Total 28,227,121 26,800,406 23,110,939
ASSETS
Cash and Balances with Reserve Bank of India 1,360,843 1,260,424 1,317,812
Balance with Banks and Money at Call and Short Notice 595,338 519,969 288,426
Investments 5,187,895 4,870,224 4,106,335
Advances 19,100,842 18,195,675 15,719,096
Fixed Assets 97,722 97,171 70,424
Other Assets 1,884,481 1,856,943 1,608,846
Total 28,227,121 26,800,406 23,110,939
Contingent liabilities 7,497,232 7,660,597 4,882,910
As per our limited review report of even date For and on behalf of the Board of Directors
For Varma & Varma For Borkar & Muzumdar
Chartered Accountants Chartered Accountants
Firm's Registration No: Firm's Registration No:
004532S 101569W
Shyam Srinivasan
Managing Director & CEO
(DIN: 02274773)

Vijay Narayan Govind Kaushal Muzumdar
Partner Partner
Membership No: 203094 Membership No: 100938
Place: Kochi

Date : July 19, 2023
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THE FEDERAL BANK LIMITED
Unaudited Condensed Interim Consolidated Statement of Profit and Loss

(X in Lakhs)

For the quarter ended
June 30, 2023
(Unaudited)

For the quarter ended
June 30, 2022
(Unaudited)

1. Interest earned (a)+(b)+(c)+(d)
(a) Interest/discount on advances/bills
(b) Income on investments

(c) Interest on balances with Reserve Bank of India and other inter bank

funds

(d) Others

2. Other income

3. TOTAL INCOME (1+2)

4. Interest expended

5. Operating expenses (i)+(ii)

(i) Payments to and provisions for employees

(i) Other operating expenses

6. TOTAL EXPENDITURE (4+5)
(excluding provisions and contingencies)

7. OPERATING PROFIT (3-6)
(Profit before provisions and contingencies)

8. Provisions (other than tax) and contingencies

9. Exceptional items

10. Profit from Ordinary Activities before tax
(7-8-9)

11. Tax expense

12. Net Profit from Ordinary Activities after tax (10-11)
13. Extraordinary items (net of tax expense)

14. Net Profit for the period (12-13)

15. Minority interest

16. Share in Profit of Associates

17. Consolidated Net Profit of the group
(14-15+16)

Earnings per Share (EPS) (in %)

(a) Basic EPS (before and after extraordinary items)
(b) Diluted EPS (before and after extraordinary items)

534,977
436,293
81,475
7,093

10,116

74,131
609,108
325,451
146,944

69,326

77,618
472,395

136,713
16,469

120,244
31,070
89,174

89,174
1,378
216

88,012

4.16*
4.11%*

384,309
310,420
62,534

4,480

6,875
47,508
431,817
210,376
117,580
55,837

61,743
327,956

103,861
17,521

86,340
22,040
64,300

64,300
1,104
226

63,422

3.02%*
2.99%

* Not Annualised

As per our limited review report of even date

For Varma & Varma For Borkar & Muzumdar
Chartered Accountants Chartered Accountants
Firm's Registration No: Firm's Registration No:
004532S 101569W

Vijay Narayan Govind Kaushal Muzumdar
Partner Partner
Membership No: 203094 Membership No: 100938

Place: Kochi
Date : July 19, 2023

For and on behalf of the Board of Directors

Shyam Srinivasan
Managing Director & CEO
(DIN: 02274773)
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THE FEDERAL BANK LIMITED
Unaudited Condensed Interim Consolidated Cash Flow Statement

(Z in Lakhs)
For the quarter ended| For the quarter ended
June 30, 2023 June 30, 2022
(Unaudited) (Unaudited)

1. Net Cash Flow from/ (used in) Operating Activities 149,745 (278,149)
2. Net Cash Flow from/ (used in) Investing Activities (183,852) (326,177)
3. Net Cash Flow from/ (used in) Financing Activities 209,854 97,685
4. Effect of Exchange Fluctuation on Translation Reserve 41 (732)
5. Net Increase/(Decrease) in Cash and Cash Equivalents 175,788 (507,373)
6. Cash and Cash Equivalents at the beginning of the period 1,780,393 2,113,611
7. Cash and Cash Equivalents at the end of the period 1,956,181 1,606,238
Notes:

Cash and Cash Equivalents comprises of Cash in hand (including foreign currency notes), Balances with Reserve Bank of
India, Balances with banks and money at call and short notice.

As per our limited review report of even date For and on behalf of the Board of Directors
For Varma & Varma For Borkar & Muzumdar

Chartered Accountants Chartered Accountants

Firm's Registration No: Firm's Registration No:

004532S 101569W

Shyam Srinivasan
Managing Director & CEO
(DIN: 02274773)

Vijay Narayan Govind Kaushal Muzumdar
Partner Partner

Membership No: 203094 Membership No: 100938
Place: Kochi

Date : July 19, 2023
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Selected Explanatory Notes to the Unaudited Condensed Interim Consolidated Financial Statements for the quarter ended
June 30, 2023:

1 The above Unaudited Condensed Consolidated Interim Financial Statements for the quarter ended June 30, 2023 were reviewed by the
Audit Committee and adopted by the Board of Directors. These Unaudited Condensed Consolidated Interim Financial Statements have
been prepared solely in connection with raising of funds in accordance with the provisions of SEBI (Issue of Capital and Disclosure
Requirements) Regulations 2018, as amended, the same has been subjected to limited review by the Joint Statutory Auditors of the
Bank and an unqualified review report has been issued. There are no subsequent events between July 01, 2023 and July 19, 2023
which materially affects the financial position/ results of the Group as at June 30, 2023.

2 The Unaudited Condensed Consolidated Interim Financial Statements of the Group comprise the financial statements of The Federal
Bank Limited and its subsidiaries viz. Fedbank Financial Services Limited & Federal Operations and Services Limited and its associates
viz. Ageas Federal Life Insurance Company Limited & Equirus Capital Private Limited.

3 There has been no material change in the accounting policies adopted during the quarter ended June 30, 2023 as compared to those
followed for the year ended March 31, 2023.

Segment Information@

(Z in Lakhs)
Quarter ended Year ended
Particulars 30.06.2023 30.06.2022 31.03.2023
(Unaudited) (Unaudited) (Audited)
Segment Revenue:
Treasury 76,433 54,705 253,555
Corporate/Wholesale Banking 163,630 106,784 520,704
Retail Banking 364,558 266,605 1,228,710
a) Digital Banking 30,340 17,299 90,354
b) Other Retail Banking 334,218 249,306 1,138,356
Other Banking operations 4,347 3,681 21,225
Unallocated 140 42 607
Total Revenue 609,108 431,817 2,024,801
Less: Inter Segment Revenue - - -
Income from Operations 609,108 431,817 2,024,801
Segment Results (net of provisions):
Treasury 11,024 13,000 52,460
Corporate/Wholesale Banking 39,858 14,362 94,335
Retail Banking 66,019 56,244 261,538
a) Digital Banking 3,520 (379) 11,359
b) Other Retail Banking 62,499 56,623 250,179
Other Banking operations 3,203 2,692 15,817
Unallocated 140 42 2,144
Profit before tax 120,244 86,340 426,294
Segment Assets:
Treasury 5,542,708 4,361,104 5,206,924
Corporate/Wholesale Banking 9,840,909 8,204,925 9,672,729
Retail Banking 12,132,226 9,812,368 11,256,964
a) Digital Banking 482,219 226,182 416,592
b) Other Retail Banking 11,650,007 9,586,186 10,840,372
Other Banking operations 1,413 620 1,313
Unallocated 709,865 731,922 662,476
Total 28,227,121 23,110,939 26,800,406
Segment Liabilities:
Treasury 3,149,951 1,856,739 2,942,093
Corporate/Wholesale Banking 2,628,875 1,813,320 2,414,080
Retail Banking 19,795,561 17,060,564 18,928,892
a) Digital Banking 1,274,681 722,633 1,203,720
b) Other Retail Banking 18,520,880 16,337,931 17,725,172
Other Banking operations 330 460 294
Unallocated 314,055 359,430 267,609
Total 25,888,772 21,090,513 24,552,968
Capital Employed:
(Segment Assets - Segment Liabilities)
Treasury 2,392,757 2,504,365 2,264,831
Corporate/Wholesale Banking 7,212,034 6,391,605 7,258,649
Retail Banking (7,663,335) (7,248,196) (7,671,928)
a) Digital Banking (792,462) (496,451) (787,128)
b) Other Retail Banking (6,870,873) (6,751,745) (6,884,800)
Other Banking operations 1,083 160 1,019
Unallocated 395,810 372,492 394,867
Total 2,338,349 2,020,426 2,247,438
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For the above segment reporting, the reportable segments are identified as Treasury, Corporate/Wholesale Banking, Retail Banking
and Other Banking Operations in compliance with the RBI guidelines.

The business operations of the Bank are substantially concentrated in India and for the purpose of Segment Reporting as per
Accounting Standard-17, the bank is considered to operate only in domestic segment.

Previous period's figures have been regrouped / reclassified, wherever necessary to conform to current period's classification.

As per our limited review report of even date For and on behalf of the Board of Directors

For Varma & Varma

Chartered Accountants
Firm's Registration No:
004532S

Vijay Narayan Govind
Partner
Membership No: 203094

Place: Kochi
Date : July 19, 2023

For Borkar & Muzumdar
Chartered Accountants
Firm's Registration No:

101569W
Shyam Srinivasan
Managing Director & CEO

(DIN: 02274773)
Kaushal Muzumdar
Partner
Membership No: 100938
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Varma & Varma Borkar & Muzumdar

Chartered Accountants, Chartered Accountants,
No.53/2600, Kerala Varma Tower 21/168 Anand Nagar Om CHS,

Off Kunjanbava Road, Vytilla, Anand Nagar Lane, Off Nehru Road,
Kochi-682019 Santacruz (East), Mumbai - 400 055

INDEPENDENT AUDITORS’ REPORT
To the Members of The Federal Bank Limited

Report on the Audit of the Standalone Financial Statements
Opinion

We have audited the accompanying standalone financial statements of The Federal
Bank Limited ('the Bank’), which comprise the standalone Balance Sheet as at March
31, 2023, the standalone Profit and Loss Account, the standalone Cash Flow statement
for the year then ended and notes to the standalone financial statements, including a
summary of significant accounting policies and other explanatory information.

In our opinion and to the best of our information and according to the explanations
given to us, the aforesaid standalone financial statements give the information required
by the Banking Regulation Act, 1949 as well as the Companies Act, 2013 (‘the Act’) in
the manner so required for banking companies and give a true and fair view in
conformity with accounting principles generally accepted in India, of the state of affairs
of the Bank as at March 31, 2023, and its profit and its cash flows for the year ended on
that date.

Basis for Opinion

We conducted our audit of the standalone financial statements in accordance with the
Standards on Auditing (‘SAs’) specified under section 143(10) of the Act. Our
responsibilities under those Standards are further described in the ‘Auditors’
Responsibilities for the Audit of the Financial Statements’ section of our report. We are
independent of the Bank in accordance with the “Code of Ethics” issued by the Institute
of Chartered Accountants of India together with the ethical requirements that are
relevant to our audit of the standalone financial statements under the provisions of the
Act and the Rules thereunder, and we have fulfilled our other ethical responsibilities in
accordance with these requirements and the Code of Ethics. We believe that the audit
evidence we have obtained is sufficient and appropriate to provide a basis for our audit
opinion on the standalone financial statements.
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Key Audit Matters

Key Audit Matters are those matters that, in our professional judgment, were of most
significance in our audit of the standalone financial statements for the financial year
ended March 31, 2023. These matters were addressed in the context of our audit of
the standalone financial statements as a whole, and in forming our opinion thereon,
and we do not provide a separate opinion on these matters. For each matter below,
our description of how our audit addressed the matter is provided in that context.

Description of Key Audit Matters

Key Audit Matters

How our audit addressed the Key Audit
Matters

Classification of Advances, Identification of Non-Performing Advances, Income
Recognition and Provision on Advances (Schedule 9 read with Note 4.2 of Schedule
17 and Note 1.4 and Note 1.14.5 of Schedule 18 to the standalone financial

statements)

Advances include Bills purchased
and discounted, Cash credits,
Overdrafts, Loans repayable on
demand and Term loans. These are
further categorised as secured by
Tangible assets (including advances
against Book Debts), covered by
Bank/Government Guarantees and
Unsecured advances.

The Reserve Bank of India (‘RBI’) has
prescribed the ‘Prudential Norms on
Income Recognition, Asset
Classification and Provisioning’ in
respect of advances for banks ('IRACP
Norms’) for the identification and
classification  of  non-performing
assets (‘NPA’) and the minimum
provision required for such assets..

The identification of performing and
non-performing advances (including
advances restructured under
applicable IRACP Norms) involves
establishment of proper mechanism

Our audit approach / procedures towards
Classification of Advances, Ildentification of Non-
performing Advances, Income Recognition and
Provision on Advances included the following:

Understanding and considering the Bank's
accounting policies for NPA identification and
provisioning and assessing compliance with
the prudential norms prescribed by the RBI
(IRACP Norms).
Understanding, evaluation and testing the
design and operating effectiveness of key
controls (including system based automated
controls) for identification and provisioning of
impaired accounts based on the extant
guidelines on IRACP laid down by the RBI.

Performing other procedures including

substantive audit procedures covering the

identification of NPAs by the Bank. These
procedures included:

(a) Considering testing of the exception
reports generated from the application
systems where the advances have been
recorded.

(b) Considering the accounts reported by the
Bank and other banks as Special Mention
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and the Bank is required to apply
significant degree of judgement to
identify and determine the amount of
provision required against each
advance applying both quantitative
as well as qualitative factors
prescribed by the regulations.

Significant judgements and estimates

for NPA identification and
provisioning could give rise to
material misstatements on:

- Completeness and timing of

recognition of non-performing
assets in accordance with criteria
as per IRACP norms;

- Measurement of the provision for
non-performing assets based on

loan exposure, ageing and
classification  of the loan,
realizable value of security;

- Appropriate reversal of

unrealized income on the NPAs.

Since the classification of advances,
identification of NPAs and creation of
provision on advances (including
additional provisions on restructured
advances under applicable IRACP

Norms) and income recognition on

advances:

- Requires proper control
mechanism and significant level of
estimation by the Bank;

- Has significant impact on the
overall financial statements of the
Bank;

we have ascertained this area as a Key

Audit Matter.

Accounts (“SMA”) in RBl's central
repository of information on large credits
(CRILC) to identify stress.

(c) Reviewing account statements, drawing
power calculation, security and other
related information of the borrowers
selected based on quantitative and
qualitative risk factors.

(d) Reading of minutes of management
committee and  credit committee
meetings and performing inquiries with
the credit and risk departments to
ascertain if there were indicators of stress
or an occurrence of an event of default in
a loan account or any product.

(e) Considering key observations arising out
of Internal Audits, Systems Audits, Credit
Audits and Concurrent Audits conducted
as per the policies and procedures of the
Bank.

(f) Considering the RBI Annual Financial
Inspection report on the Bank, the Bank's
response to the observations and other
communication with RBI during the year.

(g) Examination of advances including
stressed/ restructured advances on a
sample basis with respect to compliance
with the RBI Master Circulars / Guidelines.

(h) Seeking independent confirmation of
account balances for sample borrowers.

(i) Visits to branches/offices and examination
of documentation and other records
relating to advances.

For Non- performing advances identified, we,
based on factors including stressed sectors and
account materiality, tested on a sample basis the
asset classification dates, reversal of unrealized
interest, value of available security and
provisioning as per IRACP norms. We
recomputed the provision for NPA on such
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samples after considering the key input factors
and compared our measurement outcome to
that prepared by management.

Valuation of Investments, Identification of and provisioning for Non-Performing
Investments (Schedule 8 read with Note 4.1 of Schedule 17 and Note 1.2 and Note
1.14.5 of Schedule 18 to the standalone financial statements)

Investments include investments
made by the Bank in various
Government Securities, Bonds,

Debentures, Shares, Security receipts
and other approved securities. RBI

Circulars and directives, inter-alia,
cover valuation of investments,
classification of investments,

identification  of
investments(‘NPI'),
of income and provisioning against
non-performing investments.

non-performing
non-recognition

The valuation of each category (type)
of the aforesaid securities is to be
done as per the method prescribed
in circulars and directives issued by
the RBI which involves collection of
data/information ~ from various
sources such as FIMMDA rates, rates
quoted on BSE/NSE, financial
statements of unlisted companies etc.
We identified valuation of
investments and identification of NPI
as a Key Audit Matter because of the
management judgement involved in
determining the value of certain
investments (Bonds and Debentures,
Pass-through certificates) based on
applicable Regulatory guidelines and
the Bank's policies, impairment
assessment for HTM book based on
management judgement, the degree
of regulatory focus and the overall

Our audit approach/procedures towards

Investments with reference to the RBI

Circulars/directives included the understanding

of internal controls and substantive audit

procedures in relation to valuation, classification,
identification of non-performing investments

(NPIs) and provisioning/depreciation related to

Investments. In particular -

- We evaluated and understood the Bank’s
internal control system to comply with
relevant RBI guidelines regarding valuation,
classification, identification of NPIs, reversal of
income on NPIs and provisioning/
depreciation related to investments;

- We assessed and evaluated the process
adopted for collection of information from
various sources for determining market value
of these investments;

- For the selected sample of investments in
hand, we tested accuracy and compliance
with the RBI Master Circulars and directions
by re-performing valuation for each category
of the security;

- We carried out substantive audit procedures

to recompute independently the provision to
be maintained in accordance with the circulars
and directives of the RBI. Accordingly, we
selected samples from the investments of
each category and tested for NPIs as per the
RBI guidelines and recomputed the provision
to be maintained and if accrual of income is in
accordance with the RBI Circular for those
selected sample of NPIs;
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significance to the financial results of
the Bank.

We tested the mapping of investments
between the Investment application software
and the financial statement preparation
software to ensure compliance with the
presentation and disclosure requirements as
per the aforesaid RBI Circular/directions.

(iii)

Information Technology (‘IT') Systems and Controls for financial reporting

The Bank uses several systems for its
overall financial reporting and there
is a large volume of transactions
being recorded at multiple locations
daily. In addition, there are increasing
challenges to protect the integrity of
the Bank’s systems and data since
cyber security has become a more
significant risk in recent periods.

Due to the pervasive nature and
complexity of the IT environment as
well as its importance in relation to
accurate and timely financial
reporting, we have identified this
area as a Key Audit Matter.

As a part of our audit procedures for review of the

Bank's IT systems and

related controls for

financial reporting:

We tested the design and operating
effectiveness of the Bank’s IT access controls
over the information systems that are critical
to financial reporting.

We tested sample IT general controls (logical
access, changes management and aspects of
IT operational controls). This included testing
that requests for access to systems were
reviewed and authorised. We inspected
requests of changes to systems for approval
and authorisation. We considered the control
environment relating to various interfaces,
configuration and other application layer
controls identified as key to our audit.

We reviewed the Bank's controls over
opening and unauthorized operations in
internal/ office accounts.

We reviewed key observations arising out of
audits conducted on the Bank’s IT systems
during the year.

In addition to the above, we tested the design
and operating effectiveness of certain
automated controls that were considered as
key internal financial controls over financial
reporting.  Where  deficiencies  were
identified, we sought explanations regarding
compensating  controls or  performed
alternate audit procedures. In addition, we
understood where relevant, changes made to
the IT landscape during the audit period and
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tested those changes that had a significant
impact on financial reporting.

Assessment of Provisions and Conti

ngent Liabilities (Schedule 5 and 12 read with

Notes 4.13 & 4.21 of Schedule 17 to the standalone financial statements)

Assessment of Provisions and
Contingent liabilities in respect of
certain litigations including Direct
and Indirect Taxes, various claims

filed by other parties not
acknowledged as debt (Schedule 12
to the standalone financial

statements) and various employee
benefits schemes (Schedule 5 to the
standalone financial statements) was
identified as a significant audit area.

There is high level of judgement
involved in estimating the level of
provisioning required as well asin the
disclosure of both Provisions and
Contingent Liabilities in respect of tax
matters and other legal claims. The
Bank’s assessment is supported by
the facts of matter, their own
judgment, past experience, and
advice from independent legal / tax
consultants wherever considered
necessary. Accordingly, unexpected
adverse outcomes may significantly
impact the Bank's reported profit and
state of affairs presented in the
Balance Sheet.

The valuations of the employee
benefit liabilities are calculated with
reference  to multiple actuarial
assumptions and inputs including
discount rate, rate of inflation and
mortality rates. The valuation of

Our audit approach / procedures involved:

funded assets in respect of the same

Obtaining an understanding of internal
controls relevant to the identification of
litigations and legal cases to be reported;
Understanding the current status of the
litigations/tax assessments;

Examining recent orders and/or
communication received from various tax
authorities/ judicial forums and follow up
action thereon;

Evaluating the merit of the subject matters
identified as significant, with reference to the
grounds presented therein and available
independent legal / tax advice including
opinion of the Bank's tax consultants;

Review and evaluation of the contentions of
the Bank through discussions, collection of
details of the subject matter under
consideration, the likely outcome and
consequent potential outflows on those

issues;
Testing the design and  operating
effectiveness of key controls over the

completeness and accuracy of the data, the
measurement of the fair value of the schemes’
assets, understanding the judgements made
in determining the assumptions used by
management to value the employee liabilities
with specific schemes and market practice;

Our audit procedures included an
assessment of the assumptions used by the
actuary by comparing life expectancy
assumptions with relevant mortality tables,
benchmarking inflation and discount rates
against external market data. We verified the
value of plan assets to the statements
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is also sensitive to changes in the provided by asset management companies
assumptions. managing the plan assets and

- Verification of disclosures related to
We determined the above area as a significant litigations, taxation matters and
Key Audit Matter in view of associated Employee benefits liabilities in the standalone
uncertainty relating to the outcome of financial statements.
the matters  which requires
application of  judgment in
interpretation of law, circumstances
of each case and estimates involved.

Information other than the standalone Financial Statements and Auditors’ Report
Thereon

The Bank’'s Board of Directors is responsible for the other information. The Other
Information comprises the information in Basel Ill - Pillar 3 disclosures which we
obtained priorto the date of this auditors’ report, and Annual Report, which is expected
to be made available to us after that date (but does not include the standalone financial
statements, consolidated financial statements and our auditors’ reports thereon).

Our opinion on the standalone financial statements does not cover the Other
Information and we do not express any form of assurance conclusion thereon.

In connection with our audit of the standalone financial statements, our responsibility
is to read the other information identified above and, in doing so, consider whether
the other information is materially inconsistent with the standalone financial
statements, or our knowledge obtained in the audit, or otherwise appears to be
materially misstated. If, based on the work we have performed on the other information
that we obtained prior to the date of this auditor’s report, we conclude that there is a
material misstatement of this other information, we are required to report that fact. We
have nothing to report in this regard.

When we read the Annual Report, if we conclude that there is a material misstatement
therein, we are required to communicate the matter to those charged with governance
under SA 720 ‘The Auditor’s responsibilities Relating to Other Information’.

Responsibilities of Management and Those Charged with Governance for the
standalone Financial Statements

The Bank’s Board of Directors is responsible for the matters stated in section 134(5) of
the Act, with respect to the preparation of these standalone financial statements that
give a true and fair view of the financial position, financial performance and cash flows
of the Bank in accordance with the accounting principles generally accepted in India,
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including the Accounting Standards specified under section 133 of the Act, read with
relevant rules issued thereunder, provisions of Section 29 of the Banking Regulation
Act, 1949 and circulars and guidelines issued by the Reserve Bank of India ('RBI’) from
time to time. This responsibility also includes maintenance of adequate accounting
records in accordance with the provisions of the Act for safeguarding of the assets of
the Bank and for preventing and detecting frauds and other irregularities; selection
and application of appropriate accounting policies; making judgments and estimates
that are reasonable and prudent; and design, implementation and maintenance of
adequate internal financial controls, that were operating effectively for ensuring the
accuracy and completeness of the accounting records, relevant to the preparation and
presentation of the standalone financial statements that give a true and fair view and
are free from material misstatement, whether due to fraud or error.

In preparing the standalone financial statements, Management and Board of Directors
are responsible for assessing the Bank’s ability to continue as a going concern,
disclosing, as applicable, matters related to going concern and using the going
concern basis of accounting unless management either intends to liquidate the Bank
or to cease operations, or has no realistic alternative but to do so.

Those Board of Directors are also responsible for overseeing the Bank's financial
reporting process.

Auditors’ Responsibilities for the audit of the standalone Financial Statements

Our objectives are to obtain reasonable assurance about whether the standalone
financial statements as a whole are free from material misstatement, whether due to
fraud or error, and to issue an auditors’ report that includes our opinion. Reasonable
assurance is a high level of assurance, but is not a guarantee that an audit conducted
in accordance with SAs will always detect a material misstatement when it exists.
Misstatements can arise from fraud or error and are considered material if, individually
or in the aggregate, they could reasonably be expected to influence the economic
decisions of users taken on the basis of these standalone financial statements.

As part of an audit in accordance with SAs, we exercise professional judgment and
maintain professional skepticism throughout the audit. We also:

e |dentify and assess the risks of material misstatement of the standalone financial
statements, whether due to fraud or error, design and perform audit procedures
responsive to those risks, and obtain audit evidence that is sufficient and
appropriate to provide a basis for our opinion. The risk of not detecting a material
misstatement resulting from fraud is higher than for one resulting from error, as
fraud may involve collusion, forgery, intentional omissions, misrepresentations, or
the override of internal control.
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e Obtain an understanding of internal control relevant to the audit in order to design
audit procedures that are appropriate in the circumstances. Under section 143(3)(i)
of the Act, we are also responsible for expressing our opinion on whether the Bank
has adequate internal financial controls system with reference to standalone
financial statements in place and the operating effectiveness of such controls.

e FEvaluate the appropriateness of accounting policies used and the reasonableness
of accounting estimates and related disclosures in the standalone financial
statements made by management.

e Conclude onthe appropriateness of management'’s use of the going concern basis
of accounting and, based on the audit evidence obtained, whether a material
uncertainty exists related to events or conditions that may cast significant doubt on
the Bank's ability to continue as a going concern. If we conclude that a material
uncertainty exists, we are required to draw attention in our auditors’ report to the
related disclosures in the standalone financial statements or, if such disclosures are
inadequate, to modify our opinion. Our conclusions are based on the audit
evidence obtained up to the date of our auditors’ report. However, future events or
conditions may cause the Bank to cease to continue as a going concern.

e Evaluate the overall presentation, structure and content of the standalone financial
statements, including the disclosures, and whether the standalone financial
statements represent the underlying transactions and events in a manner that
achieves fair presentation.

Materiality is the magnitude of the misstatements in the standalone financial
statements that, individually or aggregate, makes it probable that the economic
decisions of a reasonably knowledgeable user of the financial statements may be
influenced. We consider quantitative materiality and qualitative factors in (i) planning
of the scope of our audit work and evaluating the results of our work; and (ii) to evaluate
the effect of any identified misstatement in the financial statements.

We communicate with those charged with governance regarding, among other
matters, the planned scope and timing of the audit and significant audit findings,
including any significant deficiencies in internal control that we identify during our
audit.

We also provide those charged with governance with a statement that we have
complied with relevant ethical requirements regarding independence, and to
communicate with them all relationships and other matters that may reasonably be
thought to bear on our independence, and where applicable, related safeguards.

From the matters communicated with those charged with governance, we determine
those matters that were of most significance in the audit of the standalone financial
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statements for the financial year ended March 31, 2023 and are therefore the key audit
matters. We describe these matters in our auditors’ report unless law or regulation
precludes public disclosure about the matter or when, in extremely rare circumstances,
we determine that a matter should not be communicated in our report because the
adverse consequences of doing so would reasonably be expected to outweigh the
public interest benefits of such communication.

Report on Other Legal and Regulatory Requirements

The standalone Balance Sheet and the standalone Profit and Loss Account have been
drawn up in accordance with the provisions of Section 29 of the Banking Regulation
Act, 1949 and Section 133 of the Companies Act, 2013 read with relevant rules issued
thereunder.

As required by sub-section (3) of section 30 of the Banking Regulation Act, 1949, we
report that:

(a) we have obtained all the information and explanations which, to the best of our
knowledge and belief, were necessary for the purpose of our audit and have
found them to be satisfactory;

(b) the transactions of the Bank, which have come to our notice, have been within
the powers of the Bank; and

(c)  the profit and loss account shows a true balance of profit for the year then
ended.

Further, as required by section 143(3) of the Act, we report that:

a) We have sought and obtained all the information and explanations which to the
best of our knowledge and belief were necessary for the purpose of our audit;

b) In our opinion, proper books of account as required by law have been kept by
the Bank so far as it appears from our examination of those books

c) The standalone Balance Sheet, the standalone Profit and Loss Account, the
standalone Cash Flow Statement dealt with by this Report are in agreement with
the books of account:

d) In our opinion, the aforesaid standalone financial statements comply with the
Accounting Standards specified under Section 133 of the Act, read with relevant
rules issued thereunder to the extent they are not inconsistent with the
accounting policies prescribed by RBI;

e) On the basis of written representations received from the directors as on March
31,2023 and taken on record by the Board of Directors, none of the directors is
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disqualified as on March 31, 2023 from being appointed as a director in terms
of Section 164(2) of the Act;

With respect to the adequacy of the internal financial controls over financial
reporting of the Bank with reference to these standalone financial statements
and the operating effectiveness of such controls, refer to our separate Reportin
“Annexure A" to this report;

With regard to matters to be included in the Auditor’s Report in accordance with
the requirements of Section 197(16) of the Act, in our opinion, the entity being
a banking company, the remuneration to its directors during the year ended
March 31, 2023 has been paid/provided by the Bank in accordance with the
provisions of section 35B (1) of the Banking Regulation Act, 1949, and;

With respect to the other matters to be included in the Auditors’ Report in
accordance with Rule 11 of the Companies (Audit and Auditors) Rules, 2014, as
amended, in our opinion and to the best of our information and according to
the explanations given to us:

The Bank has disclosed the impact of pending litigations on its financial position
in its standalone financial statements - Refer Schedule 12 and Note No 3.6 under
Schedule 18 to the standalone financial statements;

The Bank has made provision, as required under the applicable law or
accounting standards, for material foreseeable losses, if any, on long term
contracts including derivative contracts - Refer Note 3.8 under Schedule 18 to
the standalone financial statements; and

There has been no delay in transferring amounts, required to be transferred, to
the Investor Education and Protection Fund by the Bank - Refer Note 3.10 under
Schedule 18 to the standalone financial statements;.

a) The Management has represented that, to the best of its knowledge and
belief, as disclosed in Note No.3.12 under Schedule 18 to the standalone
financial statements, no funds (which are material either individually or in the
aggregate) have been advanced or loaned or invested (either from
borrowed funds or share premium or any other sources or kind of funds) by
the Bank to or in any other person or entity, including foreign entity
('Intermediaries’), with the understanding, whether recorded in writing or
otherwise, that the Intermediary shall, whether, directly or indirectly lend or
invest in other persons or entities identified in any manner whatsoever by or
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on behalf of the Bank (‘Ultimate Beneficiaries’) or provide any guarantee,
security or the like on behalf of the Ultimate Beneficiaries;

The Management has represented, that, to the best of its knowledge and
belief, as disclosed in Note No.3.12 under Schedule 18 to the standalone
financial statements, no funds (which are material either individually or in the
aggregate) have been received by the Bank from any person or entity,
including foreign entity (‘Funding Parties’), with the understanding, whether
recorded in writing or otherwise, that the Bank shall, whether, directly or
indirectly, lend or invest in other persons or entities identified in any manner
whatsoever by or on behalf of the Funding Party (‘Ultimate Beneficiaries’) or
provide any guarantee, security or the like on behalf of the Ultimate
Beneficiaries;

Based on the audit procedures performed that have been considered
reasonable and appropriate in the circumstances, nothing has come to our
notice that has caused us to believe that the representations under sub-
clause (i) and (ii) of Rule 11(e), as provided under (a) and (b) above, contain
any material misstatement; and

v. The dividend declared and paid by the Bank is in accordance with sec.123 of
the Act.

vi.  As proviso to Rule 3(1) of the Companies (Accounts) Rules, 2014 is applicable
for the Bank only with effect from April 1, 2023, reporting under Rule 11(g) of
Companies (Audit and Auditors) Rules, 2014 is not applicable for the financial
year ended March 31, 2023.

For Varma & Varma For Borkar & Muzumdar
Chartered Accountants Chartered Accountants

FRN: 004532S FRN: 101569W

Vijay Narayan Govind Kaushal Muzumdar

Partner Partner

M. No.203094 M. No. 100938

UDIN: 23203094BGXYMB9748 UDIN: 23100938BGQQRH2390
Kochi Kochi

05th May 2023 05th May 2023
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Annexure A to the Independent Auditors’ Report of even date on the standalone
financial statements of The Federal Bank Limited

Report on the Internal Financial Controls Over Financial Reporting with reference
to standalone financial statements under Clause (i) of Sub-section 3 of Section
143 of the Companies Act, 2013 (“the Act”)

We have audited the internal financial controls over financial reporting with reference
to standalone financial statements of The Federal Bank Limited (‘the Bank’) as at March
31, 2023 in conjunction with our audit of the standalone financial statements of the
Bank for the year ended on that date.

Management’s Responsibility for Internal Financial Controls over Financial
Reporting

The Bank’s Management is responsible for establishing and maintaining internal
financial controls based on the internal control over financial reporting criteria
established by the Bank considering the essential components of internal control
stated in the Guidance Note on Audit of Internal Financial Controls Over Financial
Reporting issued by the Institute of Chartered Accountants of India ('ICAl'). These
responsibilities include the design, implementation and maintenance of adequate
internal financial controls that were operating effectively for ensuring the orderly and
efficient conduct of its business, including adherence to Bank's policies, the
safeguarding of its assets, the prevention and detection of frauds and errors, the
accuracy and completeness of the accounting records, and the timely preparation of
reliable financial information, as required under the Act.

Auditors’ Responsibility

Our responsibility is to express an opinion on the Bank's internal financial controls over
financial reporting based on our audit. We conducted our audit in accordance with the
Guidance Note on Audit of Internal Financial Controls Over Financial Reporting (‘the
Guidance Note') and the Standards on Auditing (the ‘Standards’) as specified under
section 143 (10) of the Act to the extent applicable to an audit of internal financial
controls, both issued by the ICAI. Those Standards and the Guidance Note require that
we comply with ethical requirements and plan and perform the audit to obtain
reasonable assurance about whether adequate internal financial controls over financial
reporting was established and maintained and if such controls operated effectively in
all material respects.

Our audit involves performing procedures to obtain audit evidence about the
adequacy of the internal financial controls system over financial reporting and their
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operating effectiveness. Our audit of internal financial controls over financial reporting
included obtaining an understanding of internal financial controls over financial
reporting, assessing the risk that a material weakness exists, and testing and evaluating
the design and operating effectiveness of internal control based on the assessed risk.
The procedures selected depend on the auditors’ judgement, including the
assessment of the risks of material misstatement of the financial statements, whether
due to fraud or error.

We believe that the audit evidence we have obtained is sufficient and appropriate to
provide a basis for our audit opinion on the Bank’s internal financial controls system
over financial reporting.

Meaning of Internal Financial Controls Over Financial Reporting

A bank’s internal financial control over financial reporting is a process designed to
provide reasonable assurance regarding the reliability of financial reporting and the
preparation of financial statements for external purposes in accordance with generally
accepted accounting principles. A bank’s internal financial control over financial
reporting includes those policies and procedures that (1) pertain to the maintenance
of records that, in reasonable detail, accurately and fairly reflect the transactions and
dispositions of the assets of the bank; (2) provide reasonable assurance that
transactions are recorded as necessary to permit preparation of financial statements in
accordance with generally accepted accounting principles, and that receipts and
expenditures of the bank are being made only in accordance with authorizations of
management and directors of the bank; and (3) provide reasonable assurance
regarding prevention or timely detection of unauthorized acquisition, use, or
disposition of the bank’s assets that could have a material effect on the financial
statements.

Inherent Limitations of Internal Financial Controls Over Financial Reporting

Because of the inherent limitations of internal financial controls over financial reporting
with reference to financial statements, including the possibility of collusion or improper
management override of controls, material misstatements due to error or fraud may
occur and not be detected. Also, projections of any evaluation of the internal financial
controls over financial reporting to future periods are subject to the risk that the internal
financial control over financial reporting may become inadequate because of changes
in conditions, or that the degree of compliance with the policies or procedures may
deteriorate.
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Opinion

In our opinion, the Bank has, in all material respects, an adequate internal financial
controls system over financial reporting with reference to its standalone financial
statements and such internal financial controls over financial reporting were operating
effectively as at March 31, 2023, based on the internal control over financial reporting
criteria established by the Bank considering the essential components of internal
control stated in the Guidance Note issued by the ICAI.

For Varma & Varma
Chartered Accountants
FRN: 004532S

Vijay Narayan Govind

Partner

M. No.203094

UDIN: 23203094BGXYMB9748

Kochi
05th May, 2023
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THE FEDERAL BANK LIMITED
BALANCE SHEET AS AT MARCH 31, 2023

(Z in Thousands)

Schedule As at As at
March 31, 2023 March 31, 2022

CAPITAL AND LIABILITIES

Capital 1 4,232,402 4,205,089
Reserves and surplus 2 210,829,966 183,733,307
Deposits 3 2,133,860,385 1,817,005,861
Borrowings 4 193,192,891 153,931,151
Other Liabilities and provisions 5 61,302,651 50,587,680

TOTAL

ASSETS

Cash and balances with Reserve Bank of India
Balances with banks and money at call and short notice
Investments

Advances

Fixed assets

Other assets

TOTAL

Contingent liabilities

Bills for collection

Significant accounting policies
Notes to accounts

Schedules referred to above form an integral part of the Balance

Sheet

2,603,418,295 2,209,463,088

6 125,908,463 160,492,707
7 50,978,343 49,610,748
8 489,833,470 391,794,616
9 1,744,468,846 1,449,283,246
10 9,339,740 6,339,444
11 182,889,433 151,942,327

2,603,418,295 2,209,463,088

12 766,018,373 389,147,678
56,694,543 50,132,757

17

18

Manikandan Muthiah
Head - Financial Reporting

Samir P Rajdev
Company Secretary

Venkatraman Venkateswaran
Chief Financial Officer

As per our report of even date

For Varma & Varma

Chartered Accountants
Firm's Registration No:
004532S

Vijay Narayan Govind
Partner
Membership No: 203094

Place: Kochi
Date : May 05, 2023

For Borkar & Muzumdar
Chartered Accountants
Firm's Registration No:
101569W

Kaushal Muzumdar
Partner
Membership No: 100938

For and on behalf of the Board of Directors

Shalini Warrier
Executive Director
(DIN: 08257526)

C Balagopal
Chairman
(DIN: 00430938)

Shyam Srinivasan
Managing Director & CEO
(DIN: 02274773)

Directors:

A P Hota (DIN: 02593219)

Siddhartha Sengupta (DIN: 08467648)

Manoj Fadnis (DIN: 01087055)

Sudarshan Sen (DIN: 03570051)

Varsha Vasant Purandare (DIN: 05288076)

Sankarshan Basu (DIN: 06466594)

Ramanand Mundkur (DIN: 03498212)
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THE FEDERAL BANK LIMITED

PROFIT AND LOSS ACCOUNT FOR THE YEAR ENDED MARCH 31, 2023

(Z in Thousands)

Schedule Year ended Year ended
March 31, 2023 March 31, 2022

I. INCOME
Interest earned 13 168,036,338 136,607,529
Other income 14 23,300,006 20,890,935
TOTAL 191,336,344 157,498,464
II. EXPENDITURE
Interest expended 15 95,714,736 76,988,020
Operating expenses 16 47,677,655 42,931,938
Provisions and contingencies (Refer Note 1.14.5 of Schedule 18) 17,838,010 18,680,291
TOTAL 161,230,401 138,600,249
III. PROFIT/(LOSS)
Net profit for the year 30,105,943 18,898,215
Profit brought forward from Previous Year 41,055,453 33,053,829
TOTAL 71,161,396 51,952,044
IV. APPROPRIATIONS
Transfer to Revenue Reserve 4,265,747 2,667,208
Transfer to Statutory Reserve 7,526,486 4,724,554
Transfer to Capital Reserve 113,247 874,033
Transfer to Investment Fluctuation Reserve 9,690 -
Transfer to Special Reserve 1,606,900 1,233,400
Dividend pertaining to previous year paid during the year
(Note 3.2 E of Schedule 18) 3,786,630 1,397,396
Balance carried over to Balance Sheet 53,852,696 41,055,453
TOTAL 71,161,396 51,952,044
Earnings per share (Face value of ¥ 2/- each) (%)
(Note 3.1 of Schedule 18)
Basic 14.27 9.13
Diluted 14.13 9.06
Significant accounting policies 17
Notes to accounts 18
Schedules referred to above form an integral part of the Profit and
Loss account

Manikandan Muthiah

Head - Financial Reporting

Samir P Rajdev
Company Secretary

Venkatraman Venkateswaran
Chief Financial Officer

As per our report of even date

For Varma & Varma

Chartered Accountants
Firm's Registration No:
004532S

Vijay Narayan Govind
Partner
Membership No: 203094

Place: Kochi
Date : May 05, 2023

For Borkar & Muzumdar
Chartered Accountants
Firm's Registration No:
101569W

Kaushal Muzumdar
Partner
Membership No: 100938
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(DIN: 00430938)

Shyam Srinivasan
Managing Director & CEO
(DIN: 02274773)

Directors:

A P Hota (DIN: 02593219)

Siddhartha Sengupta (DIN: 08467648)

Manoj Fadnis (DIN: 01087055)

Sudarshan Sen (DIN: 03570051)

Varsha Vasant Purandare (DIN: 05288076)

Sankarshan Basu (DIN: 06466594)

Ramanand Mundkur (DIN: 03498212)




THE FEDERAL BANK LIMITED
STANDALONE CASH FLOW STATEMENT FOR THE YEAR ENDED MARCH 31, 2023

(X in Thousands)

Year ended
March 31, 2023

Year ended
March 31, 2022

Cash Flow from Operating Activities

Net Profit before taxes

Adjustments for:

Depreciation on Bank's Property

Provision / Depreciation on Investments

Amortisation of Premium on Held to Maturity Investments
Provision / Charge for Non Performing Advances
Provision for Standard Assets and Contingencies
(Profit)/Loss on sale of fixed assets (net)

Dividend From Subsidiaries / Joint ventures / Associates
Employees Stock Option Expense

Adjustments for working capital changes:-

(Increase)/ Decrease in Investments [excluding Held to Maturity
Investments]

(Increase)/ Decrease in Advances

(Increase)/ Decrease in Other Assets
Increase/ (Decrease) in Deposits
Increase/ (Decrease) in Other Liabilities and Provisions

Direct taxes paid (net)
Net Cash Flow from / (used in) Operating Activities

Cash Flow from Investing Activities

Purchase of Fixed Assets

Proceeds from Sale of Fixed Assets

Dividend From Subsidiaries / Joint ventures / Associates
Investment in Subsidiary

Investment in Associate

(Increase)/ Decrease in Held to Maturity Investments
Net Cash flow from / (used in) Investing Activities

Cash Flow from Financing Activities

Proceeds from Issue of Share Capital

Proceeds from Share Premium (Net of share issue expenses)
Proceeds from Issue of Subordinate Debt

Increase/(Decrease) in Borrowings (Excluding Subordinate Debt)
Dividend Paid

Net Cash flow from / (used in) Financing Activities

Effect of exchange fluctuation on translation reserve

Net Increase / (Decrease) in Cash and Cash Equivalents

40,445,043 25,360,778
1,646,071 1,229,606
411,319 797,923
1,744,601 1,692,231
5,913,370 6,111,105
1,652,330 6,122,201
(8,228) (53,163)
(83,748) (276,658)
11,075 5,142
51,731,833 40,989,165
(6,566,878) (32,877,753)

(301,098,970)
(29,749,203)

(136,608,336)
(27,943,619)

316,854,524 90,561,060
9,062,641 9,334,059
(11,497,886) (97,534,589)
(11,537,004) (8,428,637)
28,696,943 (64,974,061)
(4,668,282) (2,677,042)
30,144 72,441
83,748 276,658
- (1,479,940)
- (24,116)
(93,627,897) 11,959,138
(98,182,287) 8,127,139
27,314 212,787
924,872 9,038,453
9,950,000 7,000,000
29,311,740 56,246,118
(3,786,630) (1,397,396)
36,427,296 71,099,962
(158,601) (63,456)
(33,216,649) 14,189,584
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(X in Thousands)

Year ended
March 31, 2023

Year ended
March 31, 2022

Cash and Cash Equivalents at the beginning of the year
Cash and Cash Equivalents at the end of the year

210,103,455
176,886,806

195,913,871
210,103,455

Notes:

1. Cash and Cash Equivalents comprises of Cash in hand (including foreign currency notes), Balances with Reserve Bank of India,

Balances with banks and money at call and short notice (Refer Schedules 6 and 7 of the Balance Sheet)

2. Corporate Social Responsibility related expenses spent in cash during the year is 438,803 Thousands (Previous Year:

400,601 Thousands)

Manikandan Muthiah Samir P Rajdev
Head - Financial Reporting Company Secretary

Venkatraman Venkateswaran
Chief Financial Officer

As per our report of even date

For Varma & Varma For Borkar & Muzumdar
Chartered Accountants Chartered Accountants
Firm's Registration No: Firm's Registration No:
004532S 101569W

Vijay Narayan Govind Kaushal Muzumdar
Partner Partner

Membership No: 203094 Membership No: 100938
Place: Kochi

Date : May 05, 2023

For and on behalf of the Board of Directors

Shalini Warrier
Executive Director
(DIN: 08257526)

Shyam Srinivasan
Managing Director & CEO
(DIN: 02274773)

Directors:

A P Hota (DIN: 02593219)

C Balagopal
Chairman
(DIN: 00430938)

Siddhartha Sengupta (DIN: 08467648)

Manoj Fadnis (DIN: 01087055)

Sudarshan Sen (DIN: 03570051)

Varsha Vasant Purandare (DIN: 05288076)

Sankarshan Basu (DIN: 06466594)

Ramanand Mundkur (DIN: 03498212)
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THE FEDERAL BANK LIMITED

SCHEDULES FORMING PART OF THE BALANCE SHEET

(Z in Thousands)

As at
March 31, 2023

As at
March 31, 2022

SCHEDULE 1 - CAPITAL

Authorised Capital
4,000,000,000 (Previous year 4,000,000,000) Equity Shares of ¥ 2/- each

Issued Capital
2,117,526,438 (Previous year 2,103,889,168) Equity Shares of ¥ 2/-each

Subscribed, Called-up and Paid-up Capital
2,116,201,143 (Previous year 2,102,546,373) Equity Shares of ¥ 2/-each

Less: Calls in arrears
Total

Refer Note 3.2 of Schedule 18

8,000,000 8,000,000
4,235,053 4,207,778
4,232,403 4,205,093

1 4

4,232,402 4,205,089
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THE FEDERAL BANK LIMITED

SCHEDULES FORMING PART OF THE BALANCE SHEET

(X in Thousands)

As at
March 31, 2023

As at
March 31, 2022

SCHEDULE 2 - RESERVES AND SURPLUS
I. Statutory Reserve

Opening balance 38,534,280 33,809,726
Additions during the year 7,526,486 4,724,554
46,060,766 38,534,280
II. Capital Reserves
a) Revaluation Reserve
Opening balance 50,091 50,091
50,091 50,091
b) Others
Opening balance 7,454,496 6,580,463
Additions during the year* 113,247 874,033
7,567,743 7,454,496
Subtotal 7,617,834 7,504,587
III. Share premium (Refer Note 3.2 of Schedule 18)
Opening balance 60,791,347 51,752,894
Additions during the year 924,872 9,038,453
61,716,219 60,791,347
IV. Revenue and Other Reserves
a) Revenue Reserve
Opening Balance 25,133,417 22,466,209
Additions during the year 4,265,747 2,667,208
29,399,164 25,133,417
b) Investment Fluctuation Reserve (Refer Note 1.2.1 B of Schedule 18)
Opening Balance 1,897,200 1,897,200
Additions during the year 9,690 -
1,906,890 1,897,200
c) Special Reserve (As per section 36(1)(viii) of Income Tax Act, 1961)
Opening balance 8,483,200 7,249,800
Additions during the year 1,606,900 1,233,400
10,090,100 8,483,200
V. Foreign Currency Translation Reserve
Opening Balance 19,116 82,572
Additions / (Deductions) during the year
[Refer Schedule 17 (4.6)1 (158,601) (63,456)
(139,485) 19,116
VI. ESOP Reserve
Opening Balance 13,704 8,562
Additions during the year 11,075 5,142
24,779 13,704
VII. Contingency Reserve
Opening balance 301,003 301,003
301,003 301,003
VIII. Balance in Profit and Loss Account 53,852,696 41,055,453
Total 210,829,966 183,733,307

* - Includes Profit appropriated to Capital Reserve (net of applicable taxes and transfer to statutory reserve) on :

a) Gain on sale of Held to Maturity Investments ¥ 111,106 Thousands (Previous year ¥ 842,569 Thousands)
b) Profit on sale of Premises ¥ 2,141 Thousands (Previous year ¥ 31,464 Thousands)
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THE FEDERAL BANK LIMITED

SCHEDULES FORMING PART OF THE BALANCE SHEET

(X in Thousands)

As at
March 31, 2023

As at
March 31, 2022

SCHEDULE 3 - DEPOSITS
A. I. Demand Deposits

i. From Banks

ii. From Others

II. Savings Bank Deposits

III. Term Deposits
i. From Banks
ii. From Others

Total

B. I. Deposits of branches in India
I1. Deposits of branches outside India
Total

SCHEDULE 4 - BORROWINGS

I.Borrowings in India
i. Reserve Bank of India
ii. Other Banks
iii. Other institutions and agencies

Total
II.Borrowings outside India

Total

a) Secured borrowings included in I and II above
b) Tier II bond included in I(ii) & I(iii) above

SCHEDULE 5 - OTHER LIABILITIES AND PROVISIONS

I. Bills Payable

II. Inter - office adjustments (Net)
ITI. Interest accrued

IV. Others (including provisions)*

Total

*Includes

General provision for standard assets
(Refer Note 1.4.10 of Schedule 18)

2,179,831 6,176,235
155,654,726 137,707,100
157,834,557 143,883,335
543,369,909 530,826,744
23,697,209 9,534,129
1,408,958,710 1,132,761,653
1,432,655,919 1,142,295,782
2,133,860,385 1,817,005,861
2,133,576,516 1,817,002,880
283,869 2,981
2,133,860,385 1,817,005,861
978,000 743,000
161,875,129 133,754,081
162,853,129 134,497,081
30,339,762 19,434,070
193,192,891 153,931,151
142,903,129 124,497,082
19,950,000 10,000,000
6,254,620 6,175,507
5,972,034 2,563,996
49,075,997 41,848,177
61,302,651 50,587,680
14,484,103 13,155,103
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THE FEDERAL BANK LIMITED

SCHEDULES FORMING PART OF THE BALANCE SHEET

(X in Thousands)

As at
March 31, 2023

As at
March 31, 2022

SCHEDULE 6 - CASH AND BALANCES WITH RESERVE
BANK OF INDIA
I. Cash in hand (including foreign currency notes)

I1. Balance with Reserve Bank of India
i. in Current Accounts
ii. in Other Accounts

Total

SCHEDULE 7 - BALANCES WITH BANKS AND MONEY
AT CALL AND SHORT NOTICE

I. In India
i. Balances with banks
a. in Current Accounts
b. in Other Deposit Accounts
ii. Money at call and short notice
a. With Banks
b. With other institutions
Total

II. Outside India

i. in Current Accounts

ii. in Other Deposit Accounts

iii. Money at call and short notice
Total

Grand Total (I and II)

10,705,056 17,128,797
99,203,407 82,863,910
16,000,000 60,500,000
125,908,463 160,492,707
5,695,142 3,808,853
402,500 3,632,500
4,992,580 1,500,000
11,090,222 8,941,353
5,376,721 9,063,922
34,511,400 29,938,038
- 1,667,435
39,888,121 40,669,395
50,978,343 49,610,748
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THE FEDERAL BANK LIMITED

SCHEDULES FORMING PART OF THE BALANCE SHEET

(Z in Thousands)

As at
March 31, 2023

As at
March 31, 2022

SCHEDULE 8 - INVESTMENTS
I. Investments in India in :
i. Government Securities #
ii. Other approved Securities
iii. Shares
iv. Debentures and Bonds
v. Subsidiaries/ Joint Ventures

vi. Others @
Total

II. Investments outside India
i. Government Securities (including Local authorities)
ii. Subsidiaries / Joint Ventures abroad
iii. Other investments
a. Debentures and Bonds
b. Shares
c. Others (Certificate of Deposit)
Total
Grand Total (I and II)

Gross Investments

423,955,328

348,660,619

5,525,238 4,542,942
23,478,022 15,815,372
6,688,020 6,688,020
28,837,118 15,487,304
488,483,726 391,194,257
24,526 439,301
504,502 151,737
10,105 9,321
810,611 -
1,349,744 600,359
489,833,470 391,794,616

In India 493,849,157 396,157,926
Outside India 1,351,468 600,359
Total 495,200,625 396,758,285
Depreciation/ Provision for Investments

In India 5,365,431 4,963,669
Outside India 1,724 -
Total 5,367,155 4,963,669
Net Investments

In India 488,483,726 391,194,257
Outside India 1,349,744 600,359
Total 489,833,470 391,794,616

# Securities costing ¥ 95,151,628 Thousands (Previous Year % 77,383,897 Thousands) pledged for availment of fund transfer

facility, clearing facility and margin requirements.

@ Comprises of:

(% in Thousands)

As at As at
March 31, 2023 March 31, 2022
Pass through certificates (PTCs) 25,761,611 5,596,808
Certificate of Deposits 1,340,611 5,323,433
Commercial Paper 492,518 2,481,328
Venture Capital Funds (VCFs) 1,242,378 1,141,681
Security Receipts - 694,067
Mutual Fund - 249,987
Total 28,837,118 15,487,304
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THE FEDERAL BANK LIMITED

SCHEDULES FORMING PART OF THE BALANCE SHEET

(X in Thousands)

As at
March 31, 2023

As at
March 31, 2022

SCHEDULE 9 - ADVANCES
A. i. Bills purchased and discounted
ii. Cash credits, overdrafts and loans repayable on demand

iii. Term loans

Total

B. i. Secured by tangible assets*
ii. Covered by Bank/Government guarantees #

iii. Unsecured
Total

C.I.Advances in India
i. Priority sectors
ii. Public sector
iii. Banks
iv. Others
Total
C.II.Advances outside India (Refer note 1.4.3 of Schedule 18)
i. Due from Banks
ii. Due from Others
a) Bills purchased and discounted
b) Syndicated Loans
c) Others
Total

Grand Total (CI and C II)

41,692,972 35,191,053
760,275,257 644,695,456
942,500,617 769,396,737

1,744,468,846 1,449,283,246

1,461,807,416

1,192,712,986

18,521,711 17,611,147
264,139,719 238,959,113
1,744,468,846 1,449,283,246
559,026,962 442,727,087
124,018 1,234,065
1,275,342 1,951
1,156,967,913 989,348,658
1,717,394,235 1,433,311,761
794,011 528,747
9,938,657 3,717,803
16,341,943 11,724,935
27,074,611 15,971,485
1,744,468,846 1,449,283,246

* Includes Advances against book debts
# Includes Advances against Letter of Credit issued by banks
(Advances are net of provisions)
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THE FEDERAL BANK LIMITED

SCHEDULES FORMING PART OF THE BALANCE SHEET

(% in Thousands)

As at
March 31, 2023

As at
March 31, 2022

SCHEDULE 10 - FIXED ASSETS

A.Premises #
Gross Block

At the beginning of the year 2,968,642 2,436,549
Additions during the year 780,062 533,626
Deductions during the year 5,828 1,533
At the end of the year 3,742,876 2,968,642
Depreciation
As at the beginning of the year 1,065,719 1,023,451
Charge for the Year 62,800 42,268
Deductions during the year 1,815 -
Depreciation to date 1,126,704 1,065,719
Net Block 2,616,172 1,902,923
B.Other fixed assets
(including furniture and fixtures)
Gross Block
At the beginning of the year 14,520,202 12,789,402
Additions during the year 3,361,381 1,982,775
Deductions during the year 525,031 251,975
At the end of the year 17,356,552 14,520,202
Depreciation
As at the beginning of the year 10,365,498 9,412,390
Charge for the year 1,583,271 1,187,339
Deductions during the year 507,130 234,231
Depreciation to date 11,441,639 10,365,498
Net Block 5,914,913 4,154,704
C. Capital Work in progress (Including Capital Advances) 808,655 281,817
Grand Total (A+B+C) 9,339,740 6,339,444

# Includes buildings constructed on leasehold land at different places having original cost of ¥ 1,206,265 Thousands (Previous
Year % 659,861 Thousands) and Written down value of ¥ 976,551 Thousands (Previous Year ¥ 443,380 Thousands) with

remaining lease period varying from 52 - 63 years.
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THE FEDERAL BANK LIMITED

SCHEDULES FORMING PART OF THE BALANCE SHEET

(Z in Thousands)

As at
March 31, 2023

As at
March 31, 2022

SCHEDULE 11 - OTHER ASSETS

I. Inter - office adjustments (net)

II. Interest accrued

III. Tax paid in advance/Tax Deducted at source (Net of provision)
IV. Stationery and Stamps

V. Non-banking assets acquired in satisfaction of claims

VI. Others*

Total
# Includes
(a) Priority sector shortfall deposits
(b) Security deposits
(c) Deferred Tax Asset (Net) (Refer Note 2.4 of Schedule 18)

SCHEDULE 12 - CONTINGENT LIABILITIES

I. Claims against the Bank not acknowledged as debts

I1. Liability on account of outstanding forward exchange contracts**
III. Guarantees given on behalf of constituents - in India

IV. Acceptances, endorsements and other obligations

V. Other items for which the Bank is contingently liable®

Total
(Refer Note 3.6 of Schedule 18)

** - Includes
(a) Contingent liability on Forward Exchange Contracts
(b) Contingent liability for Derivatives

@ - includes % 2,796,757 Thousands (Previous Year : % 2,486,487 Thousands)
being amount transferred to DEA Fund Cell, RBI and outstanding, as per RBI
circular DBOD.No.DEAF Cell.BC.114/30.01.002/2013-14 (Refer Note 1.10 of
Schedule 18).

15,274,277

11,473,117

13,375,417 11,735,513
15,676 11,895

2,926 3,936
154,221,137 128,717,866
182,889,433 151,942,327

131,167,873

109,941,405

2,392,736 2,169,125
817,425 1,259,425
18,463,344 16,876,238
610,661,759 266,022,356
107,735,581 78,761,957
25,350,115 22,885,851
3,807,574 4,601,276
766,018,373 389,147,678

384,868,019
225,793,740

189,738,623
76,283,733
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THE FEDERAL BANK LIMITED

SCHEDULES FORMING PART OF THE PROFIT AND LOSS ACCOUNT

(X in Thousands)

Year ended
March 31, 2023

Year ended
March 31, 2022

SCHEDULE 13 - INTEREST EARNED

I. Interest/discount on advances/bills

134,918,414

108,297,529

II. Income on investments 27,955,686 23,386,652

III.Interest on.balances with Reserve Bank of India 2,062,522 2,202,669
and other inter-bank funds

IV. Others* 3,099,716 2,720,679

Total 168,036,338 136,607,529

* - Includes interest on Income tax refunds amounting to ¥ Nil (Previous year

288,748 thousands) accounted based on Assessment orders received.

SCHEDULE 14 - OTHER INCOME

I. Commission, exchange and brokerage 18,021,479 12,830,973

II. Profit on sale of investments (Net) 775,334 3,842,303

III. Profit / (Loss) on revaluation of investments (Net) (478,109) (813,501)

IV. Profit / (Loss) on sale of land, buildings and other assets (Net) 8,228 53,163

V. Profit on foreign exchange/derivative transactions (Net) 2,971,391 2,420,161

VI. In'come earned t.)y' way of dividends etc. from subsidiaries / 83,748 276,658

associates and / or joint ventures.

VII.Miscellaneous income** 1,917,935 2,281,178

Total 23,300,006 20,890,935

** - Includes Recoveries in assets
(Previous year ¥ 1,791,353 Thousands)

written off ¥ 1,407,335 Thousands

139



THE FEDERAL BANK LIMITED

SCHEDULES FORMING PART OF THE PROFIT AND LOSS ACCOUNT

(X in Thousands)

Year ended
March 31, 2023

Year ended
March 31, 2022

SCHEDULE 15 - INTEREST EXPENDED
I. Interest on deposits

II. Interest on Reserve Bank of India/Inter bank borrowings
III.Others

Total

SCHEDULE 16 - OPERATING EXPENSES

I. Payments to and provisions for employees
II. Rent, taxes and lighting

III. Printing and stationery

IV. Advertisement and publicity

V. Depreciation on Bank's property

VI. Directors' fees, allowances and expenses

VII. Auditors' fees and expenses (including branch auditors' fees and
expenses)

VIII.Law charges

IX. Postage, Telegrams, Telephones etc
X. Repairs and maintenance

XI. Insurance

XII. Other expenditure#

Total
# - Includes Corporate Social Responsibility expenditure amounting to ¥438,803
Thousands (Previous Year: ¥ 400,601 Thousands)

86,130,177 73,328,832
906,535 358,479
8,678,024 3,300,709
95,714,736 76,988,020
21,730,020 23,205,537
3,719,346 3,191,096
501,645 272,291
391,789 113,662
1,646,071 1,229,606
34,762 28,899
52,562 70,579
207,059 123,811
1,139,026 826,566
916,082 747,454
2,296,985 2,132,461
15,042,308 10,989,976
47,677,655 42,931,938
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4.1

PART OF THE FINANCIAL STATEMENTS FOR THE YEAR ENDED MARCH
31, 2023

Background

The Federal Bank Limited (‘the Bank”) was incorporated on April 23, 1931 as Travancore Federal Bank
Limited to cater to the banking needs of Travancore Province. It embarked on a phase of sustained growth
under the leadership of Late K.P. Hormis. The Bank is a publicly held banking company with a network
of 1,355 branches in India and provides banking and financial services including retail and corporate
banking, para banking activities such as debit and credit card, third party product distribution etc.,
treasury and foreign exchange business. The Bank is governed by the Banking Regulation Act, 1949, the
Companies Act, 2013 and other applicable Acts / Regulations. The Bank’s shares are listed on BSE
Limited and National Stock Exchange of India Limited. The Global Depositary Receipts issued by the
Bank in 2006 have been listed on London Stock Exchange. The Bank also has its Digital Banking Unit at
Kolkata, Representative Office at Abu Dhabi & Dubai and had set up an International Financial Service
Centre (IFSC) Banking unit (IBU) in Gujarat International Finance Tec-City (GIFT City). IBU at Gift
city is equivalent to an Offshore Banking unit, for all regulatory purposes.

Basis of preparation

The Standalone Financial Statements (‘Financial Statements’) have been prepared and presented in
accordance with the statutory requirements prescribed under the Third Schedule (Form A and Form B) of
the Banking Regulation Act, 1949. The accounting and reporting policies of the Bank used in the
preparation of these financial statements conform to Generally Accepted Accounting Principles in India
(“Indian GAAP”), the circulars, notifications, guidelines and directives issued by the Reserve Bank of
India ('RBI'") from time to time, the Accounting Standards issued by Institute of Chartered Accountants of
India (ICAI) as prescribed under Section 133 of the Companies Act, 2013 (“the Act”) read together with
the Companies (Accounting Standards) Rules, 2021 and other relevant provisions of the Act, and current
practices prevailing within the banking industry in India. The Bank follows the historical cost convention
and accrual method of accounting in the preparation of the financial statements, except as otherwise
stated. The accounting policies adopted in the preparation of financial statements are consistent with those
followed in the previous year except as otherwise stated.

Use of estimates

The preparation of the financial statements in conformity with the generally accepted accounting
principles requires the Management to make estimates and necessary assumptions that affect the reported
amounts of assets and liabilities including disclosure of contingent liabilities as at the date of the financial
statements and the reported revenues and expenses during the reporting period. Actual results could differ
from those estimates. The Management believes that the estimates used in the preparation of the financial
statements are prudent and reasonable. Any revisions to the accounting estimates are recognized
prospectively in the current and future periods.

Significant accounting policies

Investments

Classification

In accordance with the RBI guidelines, investments are categorized at the time of purchase as:

¢ Held for Trading (HFT)
e Available for Sale (AFS) and
¢ Held to Maturity (HTM)

Under each of these categories, investments are further classified under six groups (‘hereinafter called
groups’) - Government Securities, Other Approved Securities, Shares, Debentures and Bonds,

Investments in Subsidiaries/ Joint Ventures and Other Investments for the purposes of disclosure in the
Balance Sheet.
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Basis of Classification

Investments which the bank intends to hold till maturity are classified as “Held to Maturity”. Investments
which are primarily held for sale within 90 days from the date of purchase are classified as “Held for
Trading”. As per RBI guidelines, HFT Securities which remain unsold for a period of 90 days are
classified as AFS Securities on that date.

Investments which are not classified in either of the above two categories are classified as “Available for
Sale.”

Transfer of securities between Categories

Transfer of securities between categories of investments is accounted as per RBI Guidelines.
Acquisition Cost

In determining the acquisition cost of the Investment:

¢ Transaction costs including brokerage and commission pertaining to acquisition of Investments are
charged to the Profit and Loss Account.

¢ Broken period interest is charged to the Profit and Loss Account.

e Cost of investments is computed based on the weighted average cost method.
Valuation

The valuation of investments is made in accordance with the RBI Guidelines as follows:

a) Held for Trading /Available for Sale — Investments classified under the AFS and HFT categories are
marked-to-market. The ‘market value’ for quoted securities included under AFS and HFT categories
shall be the prices declared by the Financial Benchmark India Pvt. Ltd. (FBIL). For securities whose
prices are not published by FBIL, market price of quoted security shall be as available from the trades/
quotes on the stock exchanges/ reporting platforms/trading platforms authorized by RBI/SEBI and
prices declared by the Fixed Income Money Market and Derivatives Association of India (FIMMDA).
Net depreciation, if any, within each category of each investment classification is recognized in Profit
and Loss Account. The net appreciation, if any, under each category of each Investment classification
is ignored. The depreciation on securities acquired on conversion of outstanding loan is provided in
accordance with RBI guidelines. Depreciation on the securities acquired by way of conversion of
outstanding loan (restructured) is not offset against the appreciation in other securities. Except in cases
where provision for diminution other than temporary is created, the Book value of individual securities
is not changed consequent to the periodic valuation of Investments.

b) Held to Maturity— These are carried at their acquisition cost. Any premium on acquisition is amortized
over the remaining maturity period of the security on a straight-line basis. Any diminution, other than
temporary, in the value of such securities is provided for.

c) Treasury Bills, Commercial paper and Certificate of Deposits being discounted instruments, are valued
at carrying cost.

d) Units of Mutual Funds are valued at the latest repurchase price/net asset value declared by Mutual
Fund.

e) Market value of investments where current quotations are not available, is determined as per the norms
prescribed by the RBI as under:

e In case of unquoted bonds, debentures and preference shares where interest/dividend is received
regularly (i.e. not overdue beyond 90 days), the market price is derived based on the Yield to
Maturity (YTM) for Government Securities as published by FBIL / FIMMDA and suitably
marked up for credit risk applicable to the credit rating of the instrument. The matrix for credit
risk mark-up for each category and credit ratings along with residual maturity issued by
FIMMDA/ FBIL are adopted for this purpose.

e Pass Through Certificates ('PTC') and Priority Sector PTCs are valued as per extant FIMMDA
guidelines
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e In case of bonds and debentures (including Pass Through Certificates or PTCs) where interest is
not received regularly (i.e. overdue beyond 90 days), the valuation is in accordance with
prudential norms for provisioning as prescribed by RBI.

e Equity shares, for which current quotations are not available or where the shares are not quoted
on the stock exchanges, are valued at break-up value (without considering revaluation reserves,
if any) which is ascertained from the company's latest Balance Sheet. In case the latest Balance
Sheet is not available, the shares are valued at X1/- per company based on the stipulated norms as
per RBI circular.

e  Units of Venture Capital Funds (VCF) held under AFS category where current quotations are not
available are marked to market based on the Net Asset Value (NAV) shown by VCF as per the
latest audited financials of the fund. In case the audited financials are not available for a period
beyond 18 months, the investments are valued at X1/- per VCF. Investment in unquoted VCF are
categorized under HTM category for the initial period of three years and valued at cost as per
RBI guidelines.

e Investments in Security Receipts are valued as per the latest NAV obtained from issuing Asset
Reconstruction Companies, subject to floor provision requirements as per RBI guidelines.

f) Investments in subsidiaries/associates as per RBI guidelines are categorized as HTM and assessed for
impairment to determine permanent diminution, if any.

g) The Bank follows settlement date method of accounting for purchase and sale of investments.

h) Non-Performing Investments are identified and valued based on RBI Guidelines. Provision for
depreciation on non-performing investments is not offset against the appreciation in respect of other
performing securities. Interest on non-performing investments is not reckoned in profit and loss
account until it is received.

Disposal of Investments

a.Held for Trading and Available for Sale — Profit or loss on sale / redemption is included in the Profit
and Loss account.

b.Held to Maturity — Profit on sale /redemption of investments is included in the Profit and Loss Account
and is appropriated to Capital Reserve after adjustments for tax and transfer to Statutory Reserve in
accordance with the RBI Guidelines. Loss on sale / redemption is charged to the Profit and Loss
account.

Repurchase and Reverse Repurchase Transactions

In accordance with the RBI guidelines, repurchase (Repo) and reverse repurchase (Reverse Repo)
transactions in government securities and corporate debt securities including those conducted under the
Liquidity Adjustment Facility (‘LAF’) and Marginal Standby Facility (‘MSF’) with RBI are accounted as
collateralised borrowing and lending respectively. Balance in Repo Account is classified under Schedule
4 -Borrowings. Balance in Reverse Repo account with RBI is classified under Schedule 6 (II) (ii) -
Balance with RBI in Other accounts. Other balances in Reverse Repo Accounts with original tenor of 14
days or less are classified under Schedule 7 -Balance with Banks and Money at call & short notice. While
Reverse Repos with original maturity more than 14 days are classified under Schedule 9 -Advances.
Borrowing cost on repo transactions is accounted as interest expense and revenue on reverse repo
transactions is accounted as interest income.

Short Sales

In accordance with the RBI guidelines, the Bank undertakes short sale transactions in Central Government
dated securities. The Short Sales positions are reflected in ‘Securities Short Sold (‘SSS’) A/C, specifically
created for this purpose. The short position is categorised under HFT category and netted off from
investments in the Balance Sheet. These positions are marked —to-market and resultant gains/losses are
accounted for as per the relevant RBI guidelines for valuation of Investments discussed earlier.
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Advances
Classification

Advances are classified into performing (Standard) and non-performing ('NPAs') as per the RBI
guidelines and are stated net of bills rediscounted, inter-bank participation certificates issued with risk
sharing, specific provisions made towards NPAs, floating provisions and unrealized interest on NPAs..
Further, NPAs are classified into sub-standard, doubtful and loss assets based on the criteria as per
Prudential norms on Income Recognition, Asset Classification and Provisioning pertaining to Advances
(IRAC) issued by RBI. Interest on Non-Performing advances is transferred to an unrealized interest
account and not recognized in profit and loss account until received.

Provisioning

The Bank has made provision for Non-Performing Assets as stipulated under Reserve Bank of India (RBI)
norms.

Non-performing advances are written-off in accordance with the Bank’s policy. Amounts recovered
against debts written off are recognised in the Profit and Loss Account and included under “Other
Income”.

The Bank maintains general provision for standard assets including credit exposures computed as per the
current marked to market values of interest rate and foreign exchange derivative contracts, in accordance
with the guidelines and at levels stipulated by RBI from time to time. The Provision is classified under
Schedule 5 — Other Liabilities in the Balance Sheet.

In addition to the above, the Bank on a prudent basis makes provisions on advances or exposures which
are not NPAs, but it has reasons to believe on the basis of the extant environment or specific information
or basis regulatory guidance / instructions, of a possible slippage of a specific advance or a group of
advances or exposures or potential exposures.

For restructured/rescheduled assets, provision is made in accordance with the guidelines issued by the
RBI. In respect of loans and advances subjected to restructuring under the Prudential Framework (IRAC),
the account is upgraded to standard only after the specified period/ monitoring period, subject to
satisfactory performance of the account during the period.

The Bank makes additional provisions as per RBI’s guidelines on ‘Prudential Framework on Resolution
of Stressed Assets’ dated June 7, 2019 on accounts in default and with aggregate exposure above the
threshold limits as laid down in the said framework where the resolution plan is not implemented within
the specified timeline.

Additional provision for restructured accounts as per the relevant restructuring scheme announced by RBI
for Micro, Small and Medium (MSME) sector, accounts affected by natural calamities and as per COVID
19 resolution frameworks are made as per extant RBI guidelines.

Provision for Unhedged Foreign Currency Exposure (UFCE) of borrower entities is made in accordance
with the guidelines issued by RBI, which requires the Bank to ascertain the amount of UFCE, estimate the
extent of likely loss and estimate the riskiness of unhedged position of those entities. The Provision is
classified under Schedule 5 — Other Liabilities in the Balance Sheet.

The Bank makes additional provisions on loans to specific borrowers in specific stressed sectors,
provision on incremental exposure to borrowers identified as per RBI’s large exposure framework and on

projects where Date of Commencement of Commercial Operations is delayed, as per RBI guidelines.

In respect of borrowers classified as non-cooperative and wilful defaulters, the Bank makes accelerated
provisions as per extant RBI guidelines.

Loans reported as fraud are classified as loss assets, and fully provided immediately without considering
the value of security.
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Securitisation and transfer of assets

The Bank enters into purchase of corporate and retail loans through direct assignments route and the same
is accounted as per extant RBI guidelines.

The bank transfers advances through inter-bank participation with and without risk. In accordance with
the RBI guidelines, in the case of participation with risk, the aggregate amount of the participation issued
by the Bank is reduced from advances and where the Bank is participating; the aggregate amount of
participation is classified under advances. In the case of participation without risk, the aggregate amount
of participation issued by the Bank is classified under borrowings and where the Bank is participating, the
aggregate amount of participation is shown as due from banks under advances.

In accordance with RBI guidelines on sale of non-performing advances, if the sale is at a price below the
net book value (i.e., book value less provisions held), the shortfall is charged to the Profit and Loss
Account and if the sale is for a value higher than the net book value, the excess provision is credited to the
Profit and Loss Account in the year the amounts are received. Further, such reversal shall be limited to the
extent to which cash received exceeds the net book value of the loan at the time of transfer as per RBI
guidelines.

4.4 Country risk

4.5

4.6

In addition to the provisions required to be held according to the asset classification status, provisions are
held for individual country exposure (other than for home country). The countries are categorised into
seven risk categories namely insignificant, low, moderately low, moderate, moderately high, high, very
high as per Export Credit Guarantee Corporation of India Limited (ECGC) guidelines and provision is
made in respect of the country where the net funded exposure is 1% or more of the bank’s total funded
assets.

Priority Sector Lending Certificates (PSLC)

The Bank vide RBI circular FIDD.CO.Plan.BC.23/ 04.09.01/2015-16 dated April 07, 2016 trades in
priority sector portfolio by selling or buying PSLC. In the case of a sale transaction, the Bank sells the
fulfillment of priority sector obligation and in the case of a purchase transaction the Bank buys the
fulfillment of priority sector obligation through RBI trading platform. There is no transfer of risks or loan
assets in these transactions. The fee paid for purchase of the PSLC is treated as an ‘Expense’ and the fee
received from the sale of PSLCs is treated as ‘Other Income’.

Transactions involving foreign exchange

In respect of domestic operations:
e Foreign currency income and expenditure items are translated at the exchange rates prevailing on
the date of the transaction.
e Foreign currency monetary items are translated at the closing exchange rates notified by Foreign
Exchange Dealers Association of India (FEDALI) as at the Balance sheet date.
e  The resulting net valuation profit or loss is recognized in the profit and loss account.

In respect of Non-Integral Foreign Branches:

e Income and expenditure items are translated at quarterly average closing rates.

e Both Monetary and Non- Monetary foreign currency Assets and liabilities are translated at
closing exchange rates notified by Foreign Exchange Dealers Association of India (FEDAI) at
the Balance Sheet date.

e  The resulting profit/loss arising from exchange differences are accumulated in Foreign Currency
Translation Reserve until remittance or the disposal of the net investment in the non-integral
foreign operations in accordance with AS-11. Any realised gains or losses on such disposal are
recognised in the Profit and Loss Account.

Valuation of Foreign Exchange Spot and Forward Contracts
e Foreign exchange spot and forward Contracts (Other than the forwards / swaps marked under
Funding category) outstanding as at the Balance Sheet date are revalued at the closing Spot and
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Forward Rates respectively as notified by FEDAI and at interpolated / extrapolated rates for
contracts of interim maturities.

e For valuation of contracts having longer maturities i.e. greater than one year, the forward points
(for rates/tenures not published by FEDAI) are obtained from Reuters for valuation of the FX
Deals.

e  As per directions of FEDALI, the profit or loss is considered on present value basis by discounting
the forward profit or loss till the valuation date using discounting yields. The resulting profit or
loss on valuation is recognized in the Profit and Loss Account.

Foreign exchange swaps taken for funding purposes is amortized and recognized as interest income /
interest expense in the Profit and Loss Account.

Contingent liabilities on account of foreign exchange contracts, guarantees, letters of credit, acceptances
and endorsements are reported at closing rates of exchange notified by FEDAI as at the Balance Sheet
date.

Derivative transactions

The Bank recognizes all derivative contracts at fair value, on the date on which the derivative contracts
are entered into and are re-measured at fair value as at the Balance sheet or reporting dates. Derivatives
are classified as assets when the fair value is positive (Positive marked-to-market) or as liabilities when
the fair value is negative (negative marked-to-market). Changes in the fair value of derivatives are
recognized in the Profit and Loss Account. For hedge transactions, the Bank identifies the hedged item
(asset or liability) at the inception of the transaction itself. The effectiveness is ascertained at the time of
inception of the hedge and periodically thereafter. Hedge derivative transactions are accounted for in
accordance with the hedge accounting principles.

4.8 Revenue Recognition

e Interest income is recognised in the profit and loss account on an accrual basis in accordance with AS
-9, ‘Revenue Recognition’ as notified under Section 133 of the Companies Act, 2013 read together
with the Companies (Accounting Standards) Rules, 2021 and the RBI guidelines, except interest
income on non-performing assets which is recognised upon receipt basis as specified in RBI
guidelines.

e Interest on income tax refund is recognised in the year of receipt of Assessment Orders.

e The recoveries made from NPA accounts are appropriated based on “first in first out” policy; i.e. the
earliest entry shall be realized first. If different entries are made in the account on the same day, the
realization shall be in the order of charges, interest, and principal.

e Processing fees collected on loans disbursed, along with related loan acquisition costs are recognised
at inception/ renewal of the loan.

e Income on discounted instruments is recognised over the tenure of the instrument on a straight-line
basis.

e  Guarantee commission, commission on letter of credit and annual locker rent fees, are recognised on
a straight-line basis over the period of contract. Other fees and commission income are recognised
when due, except in cases where the Bank is uncertain of ultimate collection.

e Dividend on Equity Shares, Preference Shares and on Mutual Funds is recognised as Income when
the right to receive the dividend is established.

e Loan Syndication fee is accounted for on completion of the agreed service and when right to receive
is established.

e In compromise settlement cases, sacrifice on settlement is accounted upfront.

e Unpaid funded interest on term loans are accounted on realisation as per the guidelines of RBI.
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e The difference between the sale price and purchase cost of gold coins, received on consignment basis
is included in other income. The Bank also deals in bullion on a borrowing and lending basis and the
interest paid/received is accounted on an accrual basis.

e Gain/loss on sell down of loans and advances through direct assignment is recognised at the time of
sale.

e In respect of non-performing assets acquired from other Banks / FIs and NBFCs, collections in
excess of the consideration paid at each asset level or portfolio level is treated as income in
accordance with RBI guidelines and clarifications.

Fixed assets and depreciation / amortization

Fixed assets are carried at cost of acquisition less accumulated depreciation, amortization and impairment,
if any. Cost includes cost of purchase and all expenditure like freight, duties, taxes and incidental
expenses related to the acquisition and installation of the asset before it is ready to use. Taxes like GST
paid on Fixed assets wherever eligible are availed as ITC as per GST rules. Subsequent expenditure
incurred on assets put to use is capitalized only when it increases the future economic benefit /
functioning capability from / of such assets.

Capital work-in-progress includes cost of fixed assets that are not ready for their intended use and
includes advances paid to acquire fixed assets.

Depreciation on fixed assets, including amortisation of software, is charged over the estimated useful life
of fixed assets on straight-line basis from the date of addition, except as mentioned below.

e Premises are depreciated under the written down value method, using the same useful life as in
Schedule II of the Companies Act, 2013. Improvements to leased Premises are depreciated over
lower of lease term or 5 years based on technical evaluation.

e Depreciation on premises revalued has been charged on their written-down value including the
addition made on revaluation.

e  Assets individually costing % 2,000/- or less are fully depreciated in the year of purchase.

The management believes that the useful life of assets assessed by the Bank, pursuant to Part C of Schedule
IT to the Companies Act, 2013, taking into account changes in environment, changes in technology, the
utility and efficacy of the asset in use, fairly reflects its estimate of useful lives of the fixed assets. The
estimated useful lives of key fixed assets are given below:

Estimated useful life as Estimated useful life specified

Asset under Schedule II of the
assessed by the Bank Companies Act, 2013

Premises 60 Years 60 Years
Electric equipment and installations 10 Years 10 Years
Furniture and fixtures 10 Years 10 Years
Motor Cars 8 Years 8 Years
Ser\{ers, Firewall &  Network 6 Years 6 Years
Equipment

ATM / CDM / Recyclers etc. 5 Years 15 Years
Currency Sorting Machines 5 Years 5 Years
Office equipments 5 Years 5 Years
Computer hardware 3 Years 3 Years
Modem, scanner, routers, switches 3 Years 6 Years

etc.
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Improvements to lease hold premises are amortised over the remaining primary period of lease.

Software is depreciated over a period of 3 to 5 years and eligible Cost of license is capitalized as intangible
asset and amortized over the license period.

Depreciation on assets sold during the year is recognized on a pro-rata basis till the date of sale. Gain or
losses arising from the retirement or disposal of Fixed Assets are determined as the difference between the net
disposal proceeds and the carrying amount of assets and recognized as income or expense in the Profit and

Loss Account. Further, Profit on sale of premises is appropriated to Capital Reserve account (Net of

applicable taxes and transfer to statutory reserves) in accordance with RBI instructions.

Whenever there is a revision of the estimated useful life of an asset, the unamortized depreciable amount is
charged over the revised remaining useful life of the said asset.

Impairment of Assets

The Bank assesses at each Balance Sheet date whether there is any indication based on internal / external
factors that an asset is impaired. Impairment loss, if any, is provided in the Profit and Loss account to the
extent the carrying amount of assets exceeds their estimated recoverable amount.

Non-Banking Assets acquired in Satisfaction of Claims

Non-Banking assets acquired in settlement of debts / dues are accounted at the lower of their cost of
acquisition or net realizable value.

Lease transactions

Operating Lease

Leases where the lessor effectively retains substantially all the risks and benefits of ownership over the
lease term are classified as operating lease. Lease payments for assets taken on operating lease are
recognized as an expense in the Profit and Loss Account as per the lease terms. Initial direct costs in
respect of operating leases such as legal costs, brokerage costs, etc. are recognized as expense
immediately in the Profit and Loss Account.

Employee benefits
Defined Contribution Plan

a)Provident Fund

Employees covered under contributory provident fund scheme are entitled for retirement benefit in
the form of provident fund, which is a defined contribution plan. Aggregate contributions along with
interest thereon are paid on retirement, death, incapacitation, or termination of employment. Both the
employee and the Bank contribute at specific rates of the salary to the provident fund account
maintained with the Federal Bank (Employees’) Provident Fund Trust. The contribution paid/payable
by the Bank to The Federal Bank (Employees’) Provident Fund Trust, administered by the trustees, is
charged to the Profit and Loss account.

b) National Pension System (‘NPS”)

In respect of employees who are covered under NPS, the Bank contributes certain percentage of the
sum of basic salary and dearness allowance of employees to the aforesaid scheme, a defined
contribution plan, which is managed and administered by pension fund management companies and
regulated by Pension Fund Regulatory and Development Authority (PFRDA). NPS contributions are
recognised in the Profit and Loss Account in the period in which they accrue. The Bank has no
liability other than its contribution, and recognises such contributions as an expense in the year
incurred.
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Defined Benefit Plan
a) Pension Fund

Employees covered under pension scheme are entitled to get pension benefits, which is a defined
benefit plan. The Bank contributes at specific rates of the salary to the Federal Bank (Employees”)
Pension Fund Trust set up by the Bank and administered by the Trustees. Additional amount being
the liability shortfall as ascertained by an independent actuary, contributed towards The Federal Bank
Employees’ Pension Fund, is determined on actuarial basis on projected unit credit method as on the
Balance Sheet dates. The contribution paid/payable by the Bank to Federal Bank Employees’ Pension
Fund is charged to the Profit and Loss account.

b) Gratuity

All employees of the Bank are entitled for gratuity benefits, which is a defined benefit plan. The Bank
makes contributions to The Federal Bank Employees’ Gratuity Trust Fund, which is administered and
managed by the Trustees. Liabilities with regard to the gratuity plan are determined by Actuarial
valuation as on the Balance Sheet date, based upon which, the Bank contributes all the ascertained
liabilities to the Federal Bank Employees’ Gratuity Trust Fund. The contribution paid/payable by the
Bank to the Federal Bank Employees’ Gratuity Trust Fund is charged to the Profit and Loss account.

Other Employee Benefits

Compensation for absence on Privilege / Sick / Casual Leave / Leave Travel Concession (LTC)
& other Short-term employee benefits

The employees of the Bank are entitled to compensated absence on account of privilege / sick / casual
leave as per the leave rules. The Bank measures the long term expected cost of compensated absence
as a result of the unused entitlement that has accumulated at the balance sheet date based on actuarial
valuation and such costs are recognized in the Profit and Loss account.

The employees are also eligible for LTC as per the rules. The estimated cost of unused entitlement as
on the Balance Sheet date based on actuarial valuation is provided for.

The undiscounted amount of Short-term employee benefits expected to be paid in exchange for the
services rendered by employees is recognized during the period when the employees render the
service. These benefits include performance incentives.

4.14 Employee Stock Option Scheme

The Bank has formulated Employee Stock Option Scheme (ESOS) 2010 & Employee Stock Option
Scheme (ESOS) 2017 in accordance with Securities and Exchange Board of India (Employee Stock
Option Scheme) Guidelines, 1999, and the same is in consonance as per the provisions and requirements
under the SEBI (Share Based Employee Benefits and Sweat Equity) Regulations, 2021. The Schemes
provided for grant of options to Employees and whole time Directors of the Bank to acquire Equity
Shares of the Bank that vest in a graded manner and that are to be exercised within a specified period.

In accordance with the SEBI Guidelines and the Guidance Note on “Accounting for Share-based
payments” issued by the ICAI, the Bank follows ‘Intrinsic value method’ for accounting of ESOS based
on which, the excess, if any, of the closing market price of the share on the date preceding the date of
grant of the option under ESOS over the exercise price of the option is amortized on a straight line basis
over the vesting period.

The market price is the latest available closing price, prior to the date of grant, on the stock exchange on

which the shares of the Bank are listed. If the shares are listed on more than one stock exchange, then the
stock exchange where there is highest trading volume on the said date is considered.
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However, the stock options granted to Material risk takers, after March 31, 2021, are accounted as per
‘Fair value method’ using Black-Scholes model, which is recognized as compensation expense over the
vesting period in line with extant RBI guidelines.

4.15 Debit and Credit card reward points

4.16

4.17

The Bank runs a loyalty program which seeks to recognize and reward customers based on their
relationship with the Bank. Under the program, eligible customers are granted loyalty points redeemable
in future, subject to certain conditions. The Bank estimates the probable redemption of such
loyalty/reward points using an actuarial method on a quarterly basis by employing independent actuary,
which includes assumptions such as mortality, redemption, spends, discount rate, value of reward points
etc. Provision for said reward points is then made based on the actuarial valuation report as furnished by
the said independent Actuary and such costs are recognized in the Profit and Loss account and liabilities
on the outstanding reward points as at the Balance Sheet date is included in ‘Others’ under Schedule 5 -
Other liabilities and provisions.

Taxation

Income tax expense is the aggregate amount of current tax and deferred tax incurred by the Bank. The
current tax expense and deferred tax expense is determined in accordance with the provisions of the
Income Tax Act, 1961, the rules framed there under and considering the material principles set out in
Income Computation and Disclosure Standards and as per Accounting Standard 22 — “Accounting for
Taxes on Income” issued by the ICAI, as notified under Section 133 of the Companies Act, 2013 read
together with the Companies (Accounting Standards) Rules, 2021.

Current tax is the amount of tax payable on the taxable income for the year as determined in accordance
with the applicable tax rates and the provisions of the Income Tax Act, 1961 and other applicable tax
laws.

Deferred tax is recognized on timing differences, being the differences between the taxable income and
the accounting income that originate in one period and are capable of reversal in one or more subsequent
periods.

Deferred tax is measured using the tax rates and the tax laws enacted or substantively enacted as at the
reporting date. Deferred tax liabilities are recognized for all timing differences. Deferred tax assets are
recognized for timing differences of items other than unabsorbed depreciation and carry forward losses
only to the extent that reasonable certainty exists that sufficient future taxable income will be available
against which these can be realized. However, if there are unabsorbed depreciation and carry forward of
losses and items relating to capital losses, deferred tax assets are recognized only if there is virtual
certainty supported by convincing evidence that there will be sufficient future taxable income available to
realize the assets.

Deferred tax assets and liabilities are offset if such items relate to taxes on income levied by the same
governing tax laws and the Bank has a legally enforceable right for such set off. Deferred tax assets are

recognized and reviewed at each balance sheet date for their realisability.

Current and deferred taxes relating to items directly recognized in reserves are adjusted in reserves and
not in Profit and Loss Account.

The Bank has exercised option referred u/s 115BAA with respect to tax rate, accordingly Minimum
Alternative Tax (‘MAT’) provision u/s 115JB are not applicable on Bank.

Input Credit under GST

Goods & Service tax input credit is accounted for in the books within the time limit prescribed under
CGST Rules, 2017, as amended.

150



THE FEDERAL BANK LIMITED

SCHEDULE 17: SIGNIFICANT ACCOUNTING POLICIES APPENDED TO AND FORMING

4.18

4.19

4.20

4.21

PART OF THE FINANCIAL STATEMENTS FOR THE YEAR ENDED MARCH
31, 2023 (Continued...)

Share issue expenses

Share issue expenses are adjusted from Share Premium Account in terms of Section 52 of the Companies
Act, 2013.

Corporate Social Responsibility

Expenditure towards corporate social responsibility, in accordance with Companies Act, 2013 is
recognized in the Profit and Loss Account.

Earnings per Share

The Bank reports basic and diluted earnings per share in accordance with Accounting Standard 20 -
“Earnings per Share” issued by the ICAI, as notified under Section 133 of the Companies Act, 2013 read
together with the Companies (Accounting Standards) Rules, 2021. Basic earnings per share is computed
by dividing the net profit after tax attributable to equity shareholders outstanding by the weighted average
number of equity shares outstanding for the year.

Diluted earnings per share reflect the potential dilution that could occur if securities or other contracts to
issue equity shares were exercised or converted during the year. Diluted earnings per share is computed
using the weighted average number of equity shares and dilutive potential equity shares outstanding at the
year-end except where the results are anti-dilutive. The weighted average number of equity shares
outstanding during the year is adjusted for events of bonus issue, bonus element in a rights issue to
existing shareholders, and share split.

Provisions, contingent liabilities, and contingent assets

In accordance with Accounting Standard - 29 “Provisions, Contingent Liabilities and Contingent Assets”
issued by ICAI, as notified under Section 133 of the Companies Act, 2013 read together with the
Companies (Accounting Standards) Rules, 2021, a provision is recognized when the Bank has a present
obligation as a result of past events and it is probable that an outflow of resources embodying economic
benefits will be required to settle the obligation, in respect of which a reliable estimate can be made.
Provisions (excluding retirement benefits) are not discounted to its present value and are determined
based on management best estimate required to settle the obligation at the Balance Sheet date,
supplemented by experience of similar transactions. These are reviewed at each Balance Sheet date and
adjusted to reflect the current best estimates. If it is no longer probable that an outflow of resources would
be required to settle the obligation, the provision is reversed.

No provision is recognized, and a disclosure of contingent liability is made when there is:

L. a possible obligation arising from a past event, the existence of which will be confirmed by
occurrence or non-occurrence of one or more uncertain future events not within the control of
the Bank; or

II. a present obligation arising from a past event which is not recognized because:

a) it is not probable that an outflow of resources will be required to settle the obligation; or
b) areliable estimate of the amount of the obligation cannot be made.

The Bank does not expect the outcome of these contingencies to have a materially adverse effect on its
financial results.

No provision or disclosure is made when there is a possible obligation or a present obligation in respect of
which the likelihood of outflow of resources is remote.

Contingent assets, if any, are not recognized nor disclosed in the financial statements since this may result
in the recognition of income that may never be realized. However, contingent assets are assessed
continually and if it is virtually certain that an inflow of economic benefits will arise, the asset and related
income are recognized in the period in which the change occurs.
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Segment information

The disclosure relating to segment information is in accordance with Accounting Standard 17 - “Segment
Reporting” issued by the ICAI as notified under Section 133 of the Companies Act, 2013 read together
with the Companies (Accounting Standards) Rules, 2021 and as per as per RBI Master Direction on
Financial Statements-Presentation and Disclosures dated August 30, 2021, (as amended from time to
time). As per the Master Direction, the reportable segments are identified as ‘Treasury’, ‘Corporate /
Wholesale Banking’, ‘Retail Banking’ and ‘Other banking operations.

e Treasury’ includes the entire investment portfolio of the Bank.

e Retail Banking include exposures which fulfill the four criteria of orientation, product,
granularity, and low value of individual exposures for retail exposures laid down in Master
Directions on Basel III: Capital Regulations. Individual housing loans also form part of Retail
Banking segment. Further, ‘Digital Banking’ has been identified as a sub-segment of the existing
‘Retail Banking’ segment as per Reserve Bank of India (RBI) guidelines.

e Corporate / Wholesale Banking include all advances to trusts, partnership firms, companies, and
statutory bodies, which are not included under ‘Retail Banking’.

e Other Banking Business includes all other banking operations not covered under ‘Treasury,
'Wholesale Banking' and 'Retail Banking' segments. It also includes all other residual operations
such as para banking transactions / activities.

Accounting for Dividend

In terms of Accounting Standard 4 - "Contingencies and Events occurring after the Balance sheet date"
issued by the ICAI, as prescribed under Section 133 of the Companies Act, 2013 read together with the
Companies (Accounting Standards) Rules, 2021, the Bank does not account for proposed dividend or
Dividend declared after balance sheet date as a liability through appropriation from profit and loss account
in current year balance sheet. This is disclosed in the notes to accounts. The same is recognized in the
year of actual payout post approval of shareholders. However, the Bank reckons proposed dividend in
determining capital funds in computing the capital adequacy ratio.

Cash and Cash Equivalents
Cash and cash equivalents include cash in hand, balances with Reserve Bank of India and Balances with

Other Banks / institutions and money at call and short notice (including the effect of changes in exchange
rates on cash and cash equivalents in foreign currency).
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1. Disclosure Requirement as per RBI’S Master Direction on Financial Statements — Presentation and Disclosures

Amounts in notes forming part of the financial statements for the year ended March 31, 2023 are denominated in Rupees
Crore to conform to extant RBI guidelines except where stated otherwise.

1.1 Regulatory Capital

1.1. A. Capital To Risk-Weighted Assets Ratio (Capital Adequacy Ratio)

The Bank computes Capital Adequacy Ratio as per Basel III Capital Regulations issued by RBI. Under Basel III Capital
Regulations, on an on-going basis, the Bank has to maintain a Minimum Total Capital (MTC) of 11.50% (previous year
11.50%) including Capital Conservation Buffer (CCB) at 2.50% (previous year 2.50%) of the total risk weighted assets
(RWA). Out of the MTC, at least 8.00% (previous year 8.00%), shall be from Common Equity Tier | (CET1) capital and

at least 9.50% (previous Year 9.50%) from Tier | capital, including 2.50% (previous year 2.50%) towards CCB.

The Composition of Regulatory Capital of the Bank is set out below:

(Amount in X Crore)

Sr. As at As at
No. Particulars March 31, March 31,
2023 2022
i) Common Equity Tier 1 Capital (CET 1) * 20,431.35 17,638.52
ii) Additional Tier 1 capital - -
iii) Tier 1 Capital (i +ii) 20,431.35 17,638.52
iv) Tier 2 Capital 2,813.15 1,637.28
V) Total Capital (Tier 1+Tier 2) 23,244.50 19,275.80
vi) Total Risk Weighted Assets (RWAs) 156,915.57 | 122,199.70
Capital Ratios
vii) CET 1 Ratio (CET 1 as a percentage of RWAs) 13.02% 14.43%
viii) Tier 1 Ratio (Tier 1 capital as a percentage of RWAs) 13.02% 14.43%
ix) Tier 2 Ratio (Tier 2 capital as a percentage of RWAs) 1.79% 1.34%
X) Capital to Risk Weighted Assets Ratio (CRAR) (Total Capital as a percentage 14.81% 15.77%
of RWAs)
xi) Leverage Ratio 7.18% 7.15%
Xii) Percentage of the shareholding of the Government of India NA NA
Xiii) Amount of Paid Up Equity Capital raised during the year” 2.73 21.28
Xiv) Amount of Non - Equity Tier 1 Capital raised during the year, of which:
a) Basel III compliant Perpetual Non- Cumulative Preference Shares
(PNCPS) ) )
b) Basel I1I compliant Perpetual Debt Instruments (PDI) - -
XV) Amount of Tier 2 Capital raised during the year, of which:
a) Basel III compliant Debt Capital instruments** 995.00 700.00
b) Basel III compliant Preference Share Capital Instruments:
[Perpetual Cumulative Preference Shares (PCPS) / Redeemable
Non-Cumulative Preference Shares (RNCPS) / Redeemable ) )
Cumulative Preference Shares (RCPS)]

* Adjusted for proposed dividend of ¥ 1.00 per share (previous year: X 1.80 per share). (Refer Note 3.2.E)

#Capital Infusion: During the year, the Bank has allotted 13,637,270 (previous year 1,547,231) equity shares consequent
to exercise of ESOS vested. Accordingly, the share capital increased by X 2.73 Crore (previous year X 0.31 Crore) and
Reserves (share premium) increased by X 92.40 Crore (previous year X 9.08 Crore).

During the year, the share capital of the Bank increased by % 0.35 Lakhs (previous year Nil) and Reserves (share premium)
increased by X 8.40 Lakhs (previous year Nil) consequent to allotment of 17,500 shares pertaining to Rights issue of 2007

which were kept in abeyance following Orders from Courts.

Further, the share capital of the Bank increased by % 0.04 Lakhs (previous year Nil) and Reserves (share premium)
increased by X 0.53 Lakhs (previous year Nil) consequent to receipt of calls in arrears pertaining to 2,500 shares.
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During the previous year, Bank had issued 104,846,394 equity shares of X 2 each for cash pursuant to a preferential
allotment at X 87.39 per share aggregating to X 916.25 Crore (including share premium). This resulted in an increase of X
20.97 Crore in Share Capital and X 894.77 Crore (net of share issue expenses X 0.51 Crore) in Reserves (share premium)

of the bank.

The details of the movement in the paid-up equity share capital of the Bank are given below:

(Amount in X Crore)

Particulars March 31, 2023 March 31, 2022
Opening Balance 420.51 399.23
Addition pursuan? to employ'ee stock options/Release of rights kept 2.73 031
in abeyance/Receipt of calls in arrears
Addition pursuant to preferential allotment - 20.97
Closing Balance 423.24 420.51

**During the year ended March 31, 2023 the bank had raised X 995 Crore (previous year X 700 Crore) Tier 2 capital by
way of issuance of Unsecured Basel 11l compliant Tier 2 Bonds the details of which are given below:

Particulars March 31, 2023 March 31, 2022
Instrument Subordinated Debt Subordinated Debt
Capital Tier 2 Tier 2
Date of Maturity March 29,2033 January 20, 2032
Period 10 Years 10 Years
Coupon 8.84% 8.20%
Amount in X Crore 995.00 700.00

During the year ended March 31, 2023 and March 31, 2022 the Bank has not redeemed debt instruments eligible for Tier-
1/Tier-2 capital.

In accordance with RBI Guidelines banks are required to make Pillar 3 disclosures under Basel III capital regulations.
The Bank has made these disclosures which are available on its website at the following link:
https://www.federalbank.co.in/regulatory-disclosures. The Pillar 3 disclosures have not been subjected to audit.

1.1. B. Reserves and Surplus

Statutory Reserve

During the year ended March 31, 2023, the Bank had appropriated X 752.65 crore (previous year: X 472.46 crore) out of
profits for the year ended March 31, 2023 to the Statutory Reserve in terms of sections 17 of the Banking Regulation Act,
1949 and RBI guidelines.

Capital Reserve

During the year ended March 31, 2023, the Bank had appropriated % 11.32 crore (previous year: X 87.40 crore), being the
profit from sale or redemption of investments under HTM category and profit on sale of immovable properties, net of
taxes and transfer to statutory reserve, from the Profit and Loss Account to the Capital Reserve.

Special Reserve

During the year ended March 31, 2023, the Bank had appropriated X 160.69 crore (previous year: X 123.34 crore) out of
profits for the year ended March 31, 2023 to the Special Reserve as required under Income Tax Act, 1961.

Investment Fluctuation Reserve

During the year ended March 31, 2023, the Bank had appropriated X 0.97 Crore (previous year: Nil) to Investment
Fluctuation Reserve in compliance with extant RBI guidelines.

Revenue Reserve

During the year ended March 31, 2023, the Bank had appropriated X 426.57 crore (previous year: X 266.72 crore) out of
profits for the year ended March 31, 2023 to the Revenue Reserve.

Draw down from Reserves

The Bank has not drawn down any amount from any reserves during the years ended March 31, 2023 and March 31,
2022.
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1.2 Investments

1.2.1. A. Composition of Investment Portfolio

The details of Investments held under the three categories viz., Held for Trading (HFT), Available for Sale (AFS) and Held to Maturity (HT

Investments in India Inm
Other Subsidiaries Govern.n.lent |
Total Securities
Government | Approved Debentures and/or .
Securities Securities Shares & Bonds Joint Others Investm(.ents (Including
Venture In India Local

Authorities)
Held to Maturity
Gross Value 39,225.28 - - - 668.80 91.53 39,985.61 -
Less: Provision for Non- - - - - - - - -
Performing Investments
Net Value 39,225.28 - - - 668.80 91.53 39,985.61 -
Available for Sale
Gross Value 3,188.13 - | 587.42 2,423.94 - 13,199.42 9,398.91 2.45
Less: Provision for Non- - - 14.63 63.23 - - 77.86 -
Performing Investments
Less:  Provision  for 17.88 - | 20.66 12.90 - 407.23 458.67 -
Depreciation
Net Value 3,170.25 - | 552.13 2,347.81 - 12,792.19 8,862.38 2.45
Held for Trading
Gross Value - - 0.40 - - - 0.40 -
Less: Provision for Non- - - - - - - - -
Performing Investments
Less:  Provision  for - - 0.01 - - - 0.01 -
Depreciation
Net Value - - 0.39 - - - 0.39 -
Total Investments
Gross Value 42,413.41 - | 587.82 2,423.94 668.80 | 3,290.95 49,384.92 2.45
Less: Provision for Non- - - 14.63 63.23 - - 77.86 -
Performing Investments
Less:  Provision for 17.88 - | 20.67 12.90 - 407.23 458.68 -
Depreciation
Net Value 42,395.53 - | 552.52 2,347.81 668.80 | 2,883.72 48,848.38 245

155



THE FEDERAL BANK LIMITED
SCHEDULE 18:

NOTES TO ACCOUNTS FORMING PART OF THE FINANCIAL STATEMENTS FOR THE YEAR ENDED MARCH 31, 2023 (Continued...)

The details of Investments held under the three categories viz., Held for Trading (HFT), Available for Sale (AFS) and Held to Maturity (HTM) as at March 31, 2022 are as under:

(Amount in X Crore)

Investments in India

Investments outside India

Other Subsidiaries Govern.lr.lent Subsidiaries Total
Government | Approved Debentures and/or Total Securlt} es and/or Investments Total
Securities Securities Shares & Bonds Joint Others Investm(.ents (Including Joint Others Outside Investments
Venture In India LOCE.ll. Venture India
Authorities)

Held to Maturity
Gross Value 30,024.28 - - - 668.80 104.20 30,797.28 - - - - 30,797.28
Less: Provision for Non- - - - - - - - - - - - -
Performing Investments
Net Value 30,024.28 - - - 668.80 104.20 30,797.28 - - - - 30,797.28
Available for Sale
Gross Value 4,857.27 - | 496.75 1,631.87 - | 1,830.88 8,816.77 43.93 - 16.11 60.04 8,876.81
Less: Provision for Non- - - | 43.98 45.02 - 89.00 - - - - 89.00
Performing Investments
Less:  Provision  for 15.49 - 0.22 5.31 - 386.35 407.37 - - - - 407.37
Depreciation
Net Value 4,841.78 - | 452.55 1,581.54 - | 1,444.53 8,320.40 43.93 - 16.11 60.04 8,380.44
Held for Trading
Gross Value - - 1.74 - - - 1.74 - - - - 1.74
Less: Provision for Non- - - - - - - - - - - - -
Performing Investments
Less:  Provision  for - - - - - - - - - - - -
Depreciation
Net Value - - 1.74 - - - 1.74 - - - - 1.74
Total Investments
Gross Value 34,881.55 - | 498.49 1,631.87 668.80 | 1,935.08 39,615.79 43.93 - 16.11 60.04 39,675.83
Less: Provision for Non- - - | 43.98 45.02 - - 89.00 - - - - 89.00
Performing Investments
Less:  Provision  for 15.49 - 0.22 5.31 - 386.35 407.37 - - - - 407.37
Depreciation
Net Value 34,866.06 - | 454.29 1,581.54 668.80 | 1,548.73 39,119.42 43.93 - 16.11 60.04 39,179.46

156




THE FEDERAL BANK LIMITED
SCHEDULE 18: NOTES TO ACCOUNTS FORMING PART OF THE FINANCIAL STATEMENTS FOR

THE YEAR ENDED MARCH 31, 2023 (Continued...)

1.2.1. B. Movement of Provisions for Depreciation and Investment Fluctuation Reserve

(Amount in X Crore)

Particulars March 31, 2023 March 31, 2022
(1) Movement of provisions held towards depreciation on
Investments
a)  Opening Balance 407.37 333.28
b) Add: Provisions made during the year 97.32 88.88
¢) Add: Transfer (to) / from loan loss provision 8.04 -
d) Les§: Write off / (Write back) of excess provisions 5388 14.79
during the year
e) Closing Balance 458.85 407.37
(2) Movement of provisions for Non-performing investments
(NPIs)
a)  Opening Balance 89.00 100.09
b) Add: Provisions made during the year - 17.03
¢) Add: Transfer (to) / from loan loss provision 28.14 -
d) Less: Write off / (Write back) of excess provision during 3928 18.69
the year
e)  Less: Transfer to / (from) Overdue Investments - 9.43
f)  Closing Balance 77.86 89.00
(3) Movement of Investment Fluctuation Reserve
a)  Opening balance 189.72 189.72
b) Add: Amount Transferred during the year 0.97 -
c¢) Less: Drawdown - -
d) Closing Balance 190.69 189.72
(4) Closing balance in IFR as a percentage of closing balance of 212% 226%
Investments* in AFS and HFT/Current category ) '

Movement in provisions held towards depreciation on investments have been reckoned on a yearly basis.

*The carrying value less net depreciation (ignoring net appreciation) ie, the net amount reflected in Balance Sheet.

1.2.1.C.

a)

b)

¢)

d)

Additional Details on Investments:

Investments under SLR HTM as at March 31, 2023 account for 18.82% (previous year 16.78%) of demand and
time liabilities, as against permitted ceiling of 23 % (previous Year :22%) stipulated by RBI.

In respect of securities held under HTM category premium of X 174.46 Crore (previous year: X 169.22 Crore)
has been amortised during the year and debited under interest received on Government securities.

Profit on sale of securities from HTM category amounting to X 19.90 Crore (previous year: X 150.95 Crore) has
been taken to Profit and Loss Account. This includes Profit on sale / redemption on maturity of investments
amounting to X 0.20 Lakhs (previous year: X 49 Lakhs). During the year the Bank had appropriated X 11.11 Crore
(previous year % 84.26 Crore) [net of taxes and transfer to statutory reserve] to the Capital Reserve being the gain
on sale / redemption of HTM Investments in accordance with RBI guidelines. (Also Refer Note 1.2.4)

As per Master Direction - Classification, Valuation and Operation of Investment Portfolio of Commercial Banks
(Directions), 2021, Investment fluctuation reserve (IFR) is to be created with an amount not less than lower of
net profit on sale of investments during the year or net profit for the year less mandatory appropriations until the
amount of IFR is at least 2 percent of the HFT and AFS portfolio on a continuing basis.

As on March 31, 2023 the bank is maintaining an IFR of ¥ 190.69 Crore (previous year: X 189.72 Crore) and
considered it as part of Tier II capital for capital adequacy purposes.
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1.2.2.  Repo Transactions

NOTES TO ACCOUNTS FORMING PART OF THE FINANCIAL STATEMENTS FOR

Details of securities sold/purchased (in face value terms) during the year ended March 31, 2023 under repos/reverse repos:

(Amount in T Crore)

Outstanding during the year

Particulars

Minimum

Maximum

Daily
Average

Outstanding as on
March 31, 2023

A.1 Securities sold under RBI Repo

a) Government Securities

350.00

7.51

b) Corporate Debt Securities

¢) Any other securities

A.2 Securities purchased under RBI Reverse Repo

a) Government Securities

7,900.00

2,190.08

1,600.00

b) Corporate Debt Securities

¢) Any other securities

B.1 Securities sold under Market Repo

a) Government Securities

3,842.59

1,307.61

b) Corporate Debt Securities

¢) Any other securities

B.2 Securities purchased under Reverse Market Repo

a) Government Securities

1,555.80

b) Corporate Debt Securities

¢) Any other securities

C.1 Securities sold under TREPS

a) Government Securities

3,398.14

1,793.49

3,398.11

b) Corporate Debt Securities

¢) Any other securities

C.2 Securities purchased under TREPS

a) Government Securities

1,499.38

b) Corporate Debt Securities

¢) Any other securities

Details of securities sold/purchased (in face value terms) during the year ended March 31, 2022 under repos/reverse repos:

(Amount in X Crore)

Outstanding during the year

Particulars

. . Daily Outstanding as on
Minimum Maximum Average March 31, 2022
A.1 Securities sold under RBI Repo
a) Government Securities - 750.00 6.27 -

b) Corporate Debt Securities

¢) Any other securities
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A.2 Securities purchased under RBI Reverse Repo
a) Government Securities 440.00 12,258.00 5,497.75 6,050.00

b) Corporate Debt Securities - - - -

¢) Any other securities - - - -

B.1 Securities sold under Market Repo
a) Government Securities 25.82 3,900.32 1,969.50 3,829.76

b) Corporate Debt Securities - - - -

¢) Any other securities - - - -

B.2 Securities purchased under Reverse Market Repo

a) Government Securities - 809.72 86.45 -

b) Corporate Debt Securities - - - -

¢) Any other securities - - - -

C.1 Securities sold under TREPS

a) Government Securities - 4,005.59 2,579.91 2,582.66

b) Corporate Debt Securities - - - -

¢) Any other securities - - - -
C.2 Securities purchased under TREPS
a) Government Securities - 2,999.65 26.38 -

b) Corporate Debt Securities - - - -

¢) Any other securities - - - -

1.2.3.  Details of Non-SLR investment portfolio —

a) Issuer composition as at March 31, 2023 of Non-SLR investments
(Amount in X Crore)

Extent of Efbt:ll:) t“?f Extent of Extent of
3 9 6 3 b
SL.No Issuer Amount private investment unra.t Efd unllsfe.d
placement grade’ secu*l;ltles Secgl;ltles
securities**
a (2) 3 “) 3) (6) )
1 Public Sector Undertakings 56.50 56.50 - - -
2 Financial Institutions 1,010.47 483.71 - - -
3 Banks 695.91 564.23 - - -
4 Private Corporates 266.30 252.40 - - 100.00
5 Subsidiaries / Joint ventures 908.50 908.50 - - 5.00
6 | Others* 4,168.97 1,404.52 - - 5.00
7 Less: . P'rov151op held towards 440.98
depreciation on investment
8 Less: Provision held towards non-
S 77.86
performing investments
Total 6,587.81 3,669.86 - - 110.00

Amounts reported under column (4), (5), (6) and (7) above are not mutually exclusive.
* Includes Investments in Non-SLR government securities amounting to X 2.45 Crore.

o Excludes investments in Equity Shares, Commercial Papers, Certificates of Deposit, Pass through certificates,
Security Receipts, Securities acquired by way of conversion of debt and Units issued by Venture Capital in line with
extant RBI guidelines.
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Issuer composition as at March 31, 2022 of Non-SLR investments
(Amount in X Crore)

E‘X tent of Extent of Extent of
Extent of below ‘unrated’ ‘unlisted’
SL.No Issuer Amount private investment securities Securities
placement grade’ o o
securities**
@ (2) 3) (C)) (&) (6) (©)
1 Public Sector Undertakings 391.50 391.50 - - -
2 Financial Institutions 75.91 75.32 - - -
3 Banks 963.61 951.61 - - -
4 Private Corporates 1,694.61 1,159.49 - - 100.00
5 Subsidiaries / Joint ventures 908.50 908.50 - - 5.00
6 Others* 760.15 683.06 - - 5.00
7 Less: Provision held towards
L . 391.88
depreciation on investment
8 Less: Provision held towards non-
. 89.00
performing investments
Total 4,313.40 4,169.48 - - 110.00
Amounts reported under column (4), (5), (6) and (7) above are not mutually exclusive.
* Includes Investments in Non-SLR government securities amounting to X 43.93 Crore.
** Excludes investments in Equity Shares, Commercial Papers, Certificates of Deposit, Pass through certificates,

Security Receipts, Securities acquired by way of conversion of debt and Units issued by Venture Capital in line with

extant RBI guidelines.

b) Non-SLR investments category-wise (Net of Provisions):

(Amount in X Crore)

Particulars March 31, 2023 March 31, 2022

Shares 552.52 454.29
Debentures and Bonds 2,347.80 1,581.54
Subsidiaries/Joint Ventures 668.80 668.80
Others * 2,883.72 1,548.73
Investment outside India** 134.97 60.04
Total 6,587.81 4,313.40

*

Receipts and Venture Capital Fund.
skk

c¢) Non-performing Non-SLR investments:

Includes investment in certificate of deposits, Commercial papers, Mutual Funds, Pass through certificates, Security

Includes Investments in Non-SLR government securities amounting to % 2.45 Crore (Previous year: X 43.93 Crore).

(Amount in X Crore)

Particulars March 31, 2023 March 31, 2022

Opening Balance 100.20 106.62
Additions during the year - 17.43
Additions due to transfer (to) / from loan loss provision 28.14 -
Reductions during the year 50.09 14.42
Transfer (to) / from Overdue Investments - (9.43)
Closing Balance 78.25 100.20
Total Provisions held 77.86 89.00

1.2.4.  Sale and transfers to/ from HTM Category

During the years ended March 31, 2023 and March 31, 2022, the value of sales/transfers of securities to/from HTM category
(excluding one-time transfer of securities and sales to RBI under OMO auctions) was within 5% of the book value of
investments held in HTM category at the beginning of the respective years.
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1.3. Derivatives

Disclosure in respect of Outstanding Interest Rate Swaps (IRS) and Forward Rate Agreement (FRA)

1.3.1 A) Exchange Traded Interest Rate Derivatives:

(Amount in X Crore)
SI. No | Particulars March 31, 2023 March 31, 2022
6)] Notional principal amount of exchange traded interest rate
derivatives undertaken during the year
a)  6.10 G-Sec 2031(NSE) 70.40 240.12
b)  6.10 G-Sec 2031(BSE) - 20.00
c)  5.85G-Sec 2030 (NSE) - 0.12
(ii) Notional principal amount of exchange traded interest rate
derivatives outstanding
(iii) Notional principal amount of exchange traded interest rate -
derivatives outstanding and not "highly effective"
(iv) Mark-to-market value of exchange traded interest rate derivatives -
outstanding and not "highly effective"

1.3.1. B) The bank had dealt in exchange traded currency futures during the financial year ended March 31, 2023 and March
31, 2022. As at March 31, 2023, the notional principal amount outstanding on open contracts is X 3,153.01 Crore (Previous
year: Nil).

1.3.2. A) Forward Rate Agreement (FRA)/ Interest Rate Swap (IRS)

Disclosure in respect of Outstanding Interest Rate Swaps (IRS) and Forward Rate Agreement (FRA)

(Amount in X Crore)

Particulars March 31, 2023 March 31, 2022
(i) The notional principal of swap agreements 11,080.00 2,923.00
(i) Losses which would be incurred if counter parties failed to fulfil their
L 0.17 1.24
obligations under the agreements
(iii) Collateral required by the bank upon entering into swaps - -
(iv) Concentration of credit risk arising from the swaps 109.08 33.43
(v) The fair value of the swap book 4.53 3.30
The nature and terms of the IRS as on March 31, 2023 are set out below:
Nature Nos. Notional Principal Benchmark Terms
Trading 225 35,475.00 Crore MIOIS Fixed payable v/s floating receivable
Trading 229 ¥5,605.00 Crore MIOIS Fixed receivable v/s floating payable
Trading Nil Nil | USD LIBOR 3M | Fixed receivable v/s floating payable
Trading Nil Nil | USD LIBOR 3M | Fixed receivable v/s floating payable
The nature and terms of the IRS as on March 31, 2022 are set out below:
Nature Nos. Notional Principal Benchmark Terms
Trading 53 % 1,375.00 Crore MIOIS Fixed payable v/s floating receivable
Trading 46 % 1,200.00 Crore MIOIS Fixed receivable v/s floating payable
Trading 1 % 174.00 Crore | USD LIBOR 3M | Fixed receivable v/s floating payable
Trading 1 % 174.00 Crore | USD LIBOR 3M | Fixed receivable v/s floating payable

1.3.2. B) Credit default swaps: The bank has not undertaken any transactions in Credit Default Swaps (CDS) during the
years ended March 31, 2023 and March 31, 2022.
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1.3.3. Disclosure on Risk exposure in Derivatives
Qualitative disclosures:

(a) Structure and organization for management of risk in derivatives trading, the scope and nature of risk
measurement, risk reporting and risk monitoring systems, policies for hedging and/or Mitigating risk and strategies
and processes for monitoring the continuing effectiveness of Hedges/ mitigants:

Derivatives are financial instruments whose characteristics are derived from an underlying parameter’s like interest rates,
exchange rates or indices. The Bank undertakes over the counter and exchange traded derivative transactions for Balance
Sheet management and also for proprietary trading/market making. Bank offers derivative products to the customers to enable
them to hedge their exposure within the prevalent regulatory guidelines. Proprietary trading includes Interest Rate Futures,
Currency Futures, Non Deliverable Forwards and Rupee Interest Rate Swaps under different benchmarks (viz. MIBOR,
MIFOR etc.) in over the counter/exchange traded derivatives. The Bank also undertakes transactions in Long Term Forex
Contracts (LTFX) for hedging its Balance Sheet and also offers them to its customers. These transactions expose the Bank
to various risks primarily credit, market, operational, legal and reputation. The Bank has adopted the following mechanism
for managing risks arising out of the derivative transactions.

The derivative transactions are governed by the Investment Forex and Derivative Policy and Market Risk Management policy
of the Bank as well as by the extant RBI guidelines. Various operational/risk limits are set up and actual exposures are
monitored vis-a-vis the limits allocated. These limits are set up taking into account market volatility, risk appetite, business
strategy and management experience. Risk limits are in place for risk parameters viz. Value at Risk (VaR), Net loss, deal size
and Price Value of a Basis Point (PVBP). Actual positions are monitored against these limits on a daily basis and breaches if
any are reported promptly. Risk assessment of the portfolio is undertaken periodically.

The Treasury front office enters into derivative transaction with customers and interbank counterparties. The Bank has an
independent back office and mid office as per regulatory guidelines. The MTM position of the derivative portfolio is
monitored on a regular basis. The impact on derivative portfolio on account of the probable market movements are assessed
on regular basis. The risk profile of the outstanding portfolio is reviewed by the Board at regular intervals.

Interest rate contracts

Interest rate swaps involve the exchange of interest obligations with the counterparty for a specified period without
exchanging the underlying (or notional) principal.

Interest rate futures are standardised interest rate derivative contracts traded on a recognised stock exchange to buy or sell a
notional security or any other interest bearing instrument or an index of such instruments or interest rates at a specified future
date at a price determined at the time of the contract.

Exchange rate contracts

Cross currency swaps are agreements to exchange principal amounts denominated in different currencies. Cross currency
swaps may also involve the exchange of interest payments on one specified currency for interest payments in another
specified currency for a specified period.

Currency options (including Exchange Traded Currency Option) give the buyer on payment of a premium, the right but not
an obligation to buy or sell specified amounts of currency at agreed rates of exchange on or before a specified future date.

Currency futures contract is a standardised contract traded on an exchange, to buy or sell a certain underlying currency at a
certain date in the future at a specified price. The contract specifies the rate of exchange between one unit of currency with
another.

Non-Deliverable Derivative Contracts

Non Deliverable Forwards are foreign exchange derivative contract involving the Rupee, entered into with a person resident
outside India and which is settled without involving delivery of the Rupee.

(b) Accounting policy for recording hedge and non-hedge transactions, recognition of income, Premiums and
discounts, valuation of outstanding contracts and provisioning

Bank deals in derivatives for hedging Domestic or foreign currency assets/liabilities subject to the prevailing regulatory
guidelines. Transactions for hedging and trading are recorded separately. For hedge transactions the Bank identifies the
hedged item (asset or liability) at the inception of the transaction itself. The effectiveness is ascertained at the time of inception
of the hedge and periodically thereafter. Transactions related to foreign exchange forward / Interest rate Future/IRS/Currency
futures are marked to market daily and the MTM is accounted in the books.
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(¢) Collateral Security

Bank has provided Sufficient Collateral to Central counter Parties and Exchanges wherever Applicable. As per market
practice no collateral is insisted on for the contracts with counter parties like Banks/Primary Dealers (PDs) etc. but if a CSA
(Credit Support Annexure) is signed then collateral is insisted as per the terms of CSA agreement. For deals with Corporate
Clients appropriate collateral security/margin etc. is stipulated wherever considered necessary as per the CSA Agreement.

(d) Credit Risk Mitigation

In the Interbank Space the Bank deals with other major banks and the default risk is perceived as low in this segment.
Wherever the CSA (Credit Support Annexure) is signed the collateral is insisted as per the terms of the CSA agreement. This
risk is managed under the limit framework laid down by the policy on Sovereign and Counterparty Bank Limits. Exposure
against clients is mitigated by collecting proper collateral securities / margin as envisaged by the credit sanctioning team as
per the CSA.

Quantitative Disclosures
(Amount in T Crore)

Currency Derivatives* Interest rate Derivatives
SL Particulars Year ended Year ended | Year ended | Year ended
No March 31, March 31, March 31, March 31,
2023 2022 2023 2022
(1) Derivatives (Notional Principal Amount)
a) For hedging - - - -
b) For trading 13,113.52 4,565.28 11,080.00 2,923.00
(i) | Marked to Market positions
a) Asset (+) 179.39 97.41 79.61 38.68
b) Liabilities (-) 129.98 81.07 75.08 35.38
(iii) | Credit Exposure 775.78 384.79 109.08 33.43
(iv) Likely impact of one percentage change in
interest rate (100¥*PVO01)
a) on hedging derivatives - - - -
b) on trading derivatives - 0.46 5.25 0.80
W) Maximum and Minimum of 100*PVO01
observed during the year
a) on hedging - - - -
b) on trading ng =048 ng =0.48 Ma)f =1241 ng =5.92
Min = 0.00 Min = 0.46 Min = 0.01 Min =0.25

* excludes forward exchange contract.

e The notional principal amount of forward exchange contracts classified as Hedging and Trading outstanding as on
March 31, 2023 amounted to % 2,642.54 Crore (previous year X 3,564.10 Crore) and X 17,709.42 Crore (previous year
%5,860.17 Crore) respectively. For the hedging contracts, as at March 31, 2023 the marked to market position was asset
0f % 19.29 Crore and liability of X 22.85 Crore (previous year asset X 10.64 Crore and liability of ¥ 120.61 Crore). For
the trading contract, as at March 31, 2023 the marked to market position was asset of X 447.28 Crore and liability of
X 108.06 Crore (previous year asset T 431.75 Crore and liability of ¥ 52.60 Crore). Credit exposure on forward exchange
contracts classified as Hedging and Trading as at March 31, 2023 amounted to X 70.49 Crore (previous year X 79.21
Crore) and X 841.83 Crore (previous year X 675.97 Crore) respectively. The notional principal amounts of derivatives
reflect the volume of transactions outstanding as at the Balance Sheet date and do not represent the amounts at risk.

e Interest rate derivative represents interest rate swaps.

e The Bank has computed the maximum and minimum of PV01 for the year based on the daily balances for Interest rate
Derivatives and Currency Derivatives. During the previous year, maximum and minimum of PVO01 was computed based
on daily balances for Interest rate Derivatives and month end balances for Currency Derivatives.

e Inrespect of derivative contracts, the bank evaluates the credit exposure arising therefrom, in line with RBI guidelines.
Credit exposure has been computed using the current exposure method which is the sum of:

a)  The current replacement cost (Marked to Market value including accruals of the contract) or zero whichever is
higher.

b)  The Potential Future Exposure (PFE) is a product of the notional principal amount of the contract and a factor
that is based on the grid of credit conversion factor prescribed in RBI Guidelines, which is applied on the basis
of the residual maturity and the type of contract.
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1.4. Asset Quality

1.4.1. Al.

Classification of advances and provisions held as on March 31, 2023

NOTES TO ACCOUNTS FORMING PART OF THE FINANCIAL STATEMENTS FOR

(Amount in X Crore)

Standard Non-Performing
Total Sub- Total N qn- Total
Standard Performing
standard | Doubtful | Loss
Advances Advances
Gross Standard Advances and NPAs
Opening Balance 143,502.71 | 1,148.60 | 2,500.14 | 488.00 4,136.74 | 147,639.45
Add: Additions during the year 1,719.13
Less: Reductions during the year* 1,672.10
Closing balance 173,192.76 | 1,017.07 | 2,721.41 | 445.29 4,183.77 | 177,376.53
*Reductions in Gross NPAs due to:
(i) Upgradation 423.24
(il))  Recoveries (excluding recoveries from
865.81
upgraded accounts)
(iii) Technical / Prudential write offs 302.66
(iv) Write-offs other than those under (iii) above 72.37
(v) Reduction by Sale of Assets to ARCs -
(vi) Reduction by conversion into debt / equity 8.02
Provisions (excluding Floating Provisions)
Opening balance of provisions held 1,302.76 368.11 | 1,785.83 | 488.00 2,641.94 3,944.70
Add: Fresh provisions made during the year 1,201.36
Less: Excess provision reversed/ Write-off loans 982.83
Closing balance of provisions held 1,435.66 303.94 | 2,111.24 | 445.29 2,860.47 4,296.13
Net NPAs
Opening Balance 780.48 612.14 - 1,392.62
Add: Fresh additions during the year 499.65
Less: Reductions during the year 687.26
Closing Balance 713.13 491.88 - 1,205.01
Floating Provisions
Opening Balance 81.93
Add: Additional provisions made during the year -
Less: Amount drawn down during the year -
Closing balance of floating provisions 81.93
Technical write-offs and the recoveries made thereon
Opening balance of Technical/ Prudential written- 3.039.96
off accounts
}/l\e(il(i. Technical/ Prudential write-offs during the 302.66
Add: Change in balance of existing technically 1481
written off account due to exchange rate '
Less: Recoveries made from previously technical/ 131.82
prudential written-off accounts during the year '
Less: Reinstatement of technically written off
accounts into advances/ Conversation of debt to 28.47
investment or other securities
Less:  Sacrifice made from previously
technical/prudential written-off accounts during 81.93
the year
Less: Reduction due to sale of NPAs to ARCs
from previously technical/prudential written off -
accounts during the year
Closing balance 3,115.21

Note: Movement is the aggregate of quarterly movement durlit% the year.
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Classification of advances and provisions held as on March 31, 2022

NOTES TO ACCOUNTS FORMING PART OF THE FINANCIAL STATEMENTS FOR

(Amount in T Crore)

Standard Non-Performing
Total Sub- Total Nqn- Total
Standard Performing
standard | Doubtful | Loss
Advances Advances
Gross Standard Advances and NPAs
Opening Balance 130,274.32 | 1,766.30 | 2,447.41 | 388.68 4,602.39 | 134,876.71
Add: Additions during the year 1,880.81
Less: Reductions during the year* 2,346.46
Closing balance 143,502.71 | 1,148.60 | 2,500.14 | 488.00 4,136.74 | 147,639.45
*Reductions in Gross NPAs due to:
(i) Upgradation 591.34
(il) Recoveries (excluding recoveries from
665.88
upgraded accounts)
(iii) Technical / Prudential write offs 789.06
(iv) Write-offs other than those under (iii) above 22.65
(v) Reduction by Sale of Assets to ARCs 275.47
(vi) Reduction by conversion into debt / equity 2.06
Provisions (excluding Floating Provisions)
Opening balance of provisions held 723.98 644.15 | 1,896.10 | 388.68 2,928.93 3,652.91
Add: Fresh provisions made during the year 1,188.67
{;e;snss. Excess provision reversed/ Write-off 1,475.66
Closing balance of provisions held 1,302.76 368.11 | 1,785.83 | 488.00 2,641.94 3,944.70
Net NPAs
Opening Balance 1,122.15 447.13 - 1,569.28
Add: Fresh additions during the year 689.25
Less: Reductions during the year 865.91
Closing Balance 780.48 612.14 - 1,392.62
Floating Provisions
Opening Balance 81.93
Add: Additional provisions made during the
year i
Less: Amount drawn down during the year -
Closing balance of floating provisions 81.93
Technical write-offs and the recoveries made thereon
Op.enmg balance of Technical/ Prudential 2.419.99
written-off accounts
Add: Technical/ Prudential write-offs during the 789 06
year
Add: Change in balance of existing technically 362
written off account due to exchange rate )
Less: Recoveries made from previously
technical/ prudential written-off accounts 157.74
during the year
Less: Reinstatement of technically written off
accounts into advances/ Conversation to 8.97
investment or other securities
Less: Sacrifice made from previously
technical/prudential written-off accounts during 0.38
the year
Less: Reduction due to sale of NPAs to ARCs
from previously technical/prudential written off 5.62
accounts during the year
Closing balance 3,039.96

Note: Movement is the aggregate of quarterly movement during the year.
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1.4.1. A2 Details of accounts subjected to restructuring '

(Amount in X Crore except number of borrowers)

Agriculture and allied Corporates Micro, S‘T‘a" and .Retail‘
activities (excluding MSME) N{edmm (excluding agriculture Total
Enterprises (MSME) and MSME)
As on As on As on As on As on As on As on As on 1\1/&[;:31 As on
March 31, March 31, March 31, March 31, March 31, | March 31, | March 31, | March 31, 31 March 31,
2023 2022 2023 2022 2023 2022 2023 2022 202’3 2022

Standard Number of borrowers 52 89 4 3 28 43 233 340 317 475
Gross Amount 4.42 6.39 18.54 18.66 49.57 82.02 15.65 11.73 88.18 118.80

Provision held 0.20 0.32 0.93 0.95 1.79 3.55 0.76 2.51 3.68 7.33

Sub-standard | Number of borrowers 6 27 - 1 2 6 17 27 25 61
Gross Amount 0.08 3.56 - 10.15 12.00 19.11 1.78 0.34 13.86 33.16

Provision held 0.01 3.25 - 10.15 10.03 11.28 0.27 0.06 10.31 24.74

Doubtful Number of borrowers 61 76 6 9 23 25 180 231 270 341
Gross Amount 26.90 32.83 29.33 55.33 31.68 23.49 8.52 11.72 96.43 123.37

Provision held 26.23 32.08 29.26 55.17 27.15 14.69 5.63 7.63 88.27 109.57

Loss Number of borrowers 24 24 - - - - 66 79 90 103
Gross Amount 0.12 0.12 - - - - 1.14 1.29 1.26 1.41

Provision held 0.12 0.12 - - - - 1.14 1.29 1.26 1.41

Total Number of borrowers 143 216 10 13 53 74 496 677 702 980
Gross Amount 31.52 42.90 47.87 84.14 93.25 124.62 27.09 25.08 199.73 276.74

Provision held 26.56 35.77 30.19 66.27 38.97 29.52 7.80 11.49 103.52 143.05

Note:

1. Accounts where resolution plan is implemented under RBI Resolution Framework for Covid-19 related stress as per RBI circular dated August 06, 2020 (Resolution Framework 1.0)
and May 05, 2021 (Resolution Framework 2.0) are excluded.

2. Technically written off accounts are excluded.
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1.4.1. B. Significant Ratios

NOTES TO ACCOUNTS FORMING PART OF THE FINANCIAL STATEMENTS FOR

(in %)
Particulars March 31, 2023 March 31, 2022
Gross non-performing assets as a percentage of gross advances 2.36 2.80
Net non-performing assets as a percentage of net advances. 0.69 0.96
Provision Coverage Ratio (Including Technical write-offs) 83.49 80.60
Provision Coverage Ratio (Excluding Technical write-offs) 70.02 65.54
1.4.2.  Sector-wise Advances and Gross NPAs
(Amount in X Crore)
March 31, 2023 March 31, 2022
Sl Pﬁ;cé?(t)zsge Percentage of
. Outstandin Outstandin Gross NPAs
No. Sector Total # Gross NPAs to Total # Gross NPAs to Total
Advances NPAs Total . Advances Advances in
Advances in
that sector
that sector
A | Priority Sector
1, | Agriculure and allied |55 993 3 1,132.76 436 | 20,285.82 1,045.42 5.15
activities
Advances to industries
2. | sector eligible as priority 12,934.15 436.31 3.37 11,195.62 386.75 3.45
sector lending
Of which:
Infrastructure 2,918.54 144.01 4.93 2,712.91 73.58 2.71
Textiles 2,135.89 53.74 2.52 1,934.42 53.77 2.78
3. | Services 15,043.37 347.36 2.31 10,196.11 205.57 2.02
Of which:
NBFC 1,789.72 - - 1,121.70 - -
Trade 5,226.62 147.10 2.81 3,267.92 105.94 3.24
4. | Personal loans - - - - - -
5. | Others 3,359.28 238.12 7.09 3,752.43 251.58 6.70
Sub-total (A) 57,330.14 2,154.55 3.76 45,429.98 1,889.32 4.16
B | Non-Priority Sector
1 Agriculture and allied ) i i ) ) )
" | activities
2. | Industry 26,118.77 229.27 0.88 20,216.81 396.23 1.96
Of which:
Chemicals and Chemical | 3 545 4 2.61 0.09| 219531 3.15 0.14
Products
Infrastructure 7,725.29 81.61 1.06 5,737.07 110.17 1.92
Textiles 2,750.64 18.48 0.67 1,578.80 96.71 6.13
3. | Services 38,841.74 823.41 2.12 34,751.51 783.37 2.25
Of which:
Commercial Real Estate 4,516.47 31.47 0.70 3,712.22 36.85 0.99
Non-Banking - Finance | 6 460 o9 0.04 - 14707.06 17.19 0.12
Companies
Trade 5,805.39 388.13 6.69 5,988.56 457.71 7.64
4. | Personal loans 2,983.77 139.72 4.68 2,264.66 167.44 7.39
5. | Others 52,102.11 836.82 1.61 44,976.49 900.38 2.00
Sub-total (B) 120,046.39 2,029.22 1.69 102,209.47 2,247.42 2.20
Total (A+B) 177,376.53 4,183.77 2.36 147,639.45 4,136.74 2.80

Note: Disclosure of sub-sectors is made where the outstanding advances exceeds 10% of the outstanding total advances to

that sector.
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1.4.3.  Details of Overseas Assets, NPAs and Revenue

During the year ended March 31, 2016 the Bank had commenced its operation, pursuant to RBI approval, in International
Financial Services Centre (IFSC) Banking Unit (IBU) in Gujarat International Finance Tec City (GIFT City) and business
transactions from the same are considered as a Foreign branch for most Regulatory purposes as per para 2.2 of Annex I of
RBI Circular DBR.IBD.BC 14570/23.13.004/2014-15 dated April 01, 2015. Apart from the said IBU, the bank did not have
any overseas branch as on March 31, 2023 and March 31, 2022. Details of Assets, NPAs and Revenue of IBU are given
below:

(Amount in X Crore)

Particulars March 31, 2023 March 31, 2022

Total Assets 3,098.75 2,001.35
Total NPAs 205.42 189.48
Total Revenue 94.55 32.46

1.4.4. Divergence in Asset classification and Provisioning for NPAs

The divergence observed by RBI for the financial years 2021-22 and 2020-21 in respect of the Bank’s asset classification
and provisioning under the extant prudential norms on income recognition, asset classification and provisioning is below the
regulatory requirement for disclosure and hence the disclosure as required under RBI Master Direction on ‘Financial
Statements-Presentation and Disclosures’ on ‘Divergence in the asset classification and provisioning’, is not required to be
made.

1.4.5. Implementation of Resolution Plans (RPs):

Cases eligible for RPs during the RPs Suc.cessfully implemented RPs under implementation during the
ear ended March 31. 2023 during the year ended year ended
y ’ March 31, 2023 March 31, 2023
Balance Outstanding No. of cases Balance Outstanding No. of cases Balance Outstanding No. of cases
(Amount in X Crore) ) (Amount in X Crore) ) (Amount in X Crore) )
209.34 7 157.70 4 51.64 3
Out of the above, 2 cases are technically written off in our books amounting to total of ¥ 41.43 Crore.
Cases eligible for RPs during the RPs Suc.cessfully implemented RPs under implementation during the
ear ended March 31. 2022 during the year ended year ended
y ’ March 31, 2022 March 31, 2022
Balance Outstanding Balance Outstanding Balance Outstanding
(Amount in X Crore) No. of cases (Amount in X Crore) No. of cases (Amount in X Crore) No. of cases
391.02 9 176.88 1 214.14 8

Out of the above, 4 cases are technically written off in our books amounting to total of X 170.19 Crore.
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1.4.6 a) Details of resolution plans implemented under the RBI Resolution Framework for COVID-19-related Stress
as per RBI circular dated August 06, 2020 (Resolution Framework 1.0) and May 05, 2021 (Resolution Framework
2.0) (including other facilities to the borrowers which have not been restructured) are given below:-

As at March 31, 2023
(Amount in X Crore)
Type of | Exposure to | Of (A), Of (A) Of (A) Exposure to
borrower accounts aggregate debt | amount written | amount paid by | accounts
classified as | thatslipped into | off during the | the borrowers | classified as
Standard NPA during the | half-year during the half- | Standard
consequent to | half- year year consequent to
implementation implementation
of resolution of resolution plan
plan— Position as — Position as at
at the end of the the
previous half- end of this half-
year ended year ended March
September 30, 31,2023
2022 (A)
Personal Loans 2,169.24 79.38 - 194.68 1,913.88
Corporate 318.55 8.24 - 48.13 264.03
persons
of which
MSMEs . i i i i
Others 603.30 36.09 - 59.25 508.66
Total 3,091.09 123.71 - 302.06 2,686.57
*Represents net movement in balance outstanding.
As at March 31, 2022
(Amount in X Crore)
Type of | Exposure to | Of (A), Of (A) Of (A) Exposure to
borrower accounts aggregate debt | amount written | amount paid by | accounts
classified as | thatslipped into | off during the | the borrowers | classified as
Standard NPA during the | half-year during the half- | Standard
consequent to | half- year year @ consequent to
implementation implementation
of resolution of resolution plan
plan— Position as — Position as at
at the end of the the
previous half- end of this half-
year ended year ended March
September 30, 31, 2022
2021 (A D
Personal Loans 2,211.69 51.63 - 16.85 2,153.25
Corporate 343.26 4.84 - (9.18) 347.60
persons
of which
MSMEs . i i i i
Others 1,150.96 46.95 - 89.86 1,022.60
Total 3,705.91 103.42 - 97.53 3,523.45

1. Includes restructuring done in respect of requests received as of September 30, 2021, processed subsequently.
2. Represents net movement in balance outstanding.
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1.4.6.b) Details of resolution plans implemented under the RBI Resolution Framework for COVID-19-related
Stress as per RBI circular dated August 06, 2020 (Resolution Framework 1.0) and May 05, 2021 (Resolution
Framework 2.0) as at March 31, 2023 (excluding other facilities to the borrowers which have not been restructured)

are given below:

As at March 31, 2023

(Amount in X Crore)

Type of Exposure to Of (A), Of (A) Of (A) Exposure to
borrower accounts aggregate debt | amount written | amount paid by accounts
classified as that slipped off during the the borrowers classified as
Standard into NPA half-year during the half- Standard
consequent to during the half- year® consequent to
implementation year implementation
of resolution of resolution plan
plan— Position as — Position as at
at the end of the the
previous half- end of this half-
year ended year ended
September 30, March 31,2023
2022(AH D M
Personal Loans 1,910.30 80.32 - 134.81 1,711.25
Corporate 234.99 5.29 - 42.72 187.81
persons
of which
MSMEs i i . i i
Others 338.29 23.08 - 46.52 268.91
Total 2,483.58 108.69 - 224.05 2,167.97
1. Excludes other facilities to the borrowers which have not been restructured.
2. Represents net movement in balance outstanding.
As at March 31, 2022
(Amount in X Crore)
Type of | Exposure to | Of (A), Of (A) Of (A) Exposure to
borrower accounts aggregate debt | amount written | amount paid by | accounts
classified as | that slipped into | off during the | the borrowers | classified as
Standard NPA during the | half-year during the half- | Standard
consequent to | half- year year @ consequent to
implementation implementation
of resolution of resolution plan

plan— Position as
at the end of the
previous half-
year ended
September 30 ,
2021 (A) &Y

— Position as at
the

end of this half-
year ended March
31,2022®

Personal Loans 2,146.99 43.12 - 19.29 2,093.71
Corporate 198.41 ; ; 0.11 198.30
persons

of which

MSMEs - - - - -
Others 569.44 19.09 - 151.15 399.90
Total 2,914.84 62.21 ; 170.55 2,691.91

1. Includes restructuring done in respect of requests received as of September 30, 2021 processed subsequently.
2. Represents net movement in balance outstanding
3. Excludes other facilities to the borrowers which have not been restructured.
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1.4.7. Disclosures as per 'Master Direction — Reserve Bank of India (Transfer of Loan Exposures) Directions, 2021’
dated September 24, 2021 for the loans transferred / acquired are given below:

i) Details of loans not in default acquired through assignment during the year ended March 31, 2023 are given below:

March 31,2023 | March 31, 2022
Aggregate amount of loans acquired (% in Crore) 92.25 108.27
Weighted average residual maturity (in years) 6.50 2.46
Weighted average holding period by originator (in years) 0.50 1.20
Retention of beneficial economic interest by the originator (% in Crore) Nil 12.03
Tangible security coverage 93.56% -
Rating-wise distribution of rated loans AA- Not Rated

ii) Details of non-performing assets (NPAs) (excluding prudentially written off advances) transferred during the year ended
March 31, 2023 and March 31, 2022 are given below:

(Amount in X Crore except number of accounts)
To permitted

To ARCs To other transferees
. transferees
Particulars
March March March March March March
31,2023 | 31,2022 | 31,2023 | 31,2022 31,2023 | 31,2022
Number of accounts - 44 - - - -
Aggregate principal outstanding of loans i 275.47 ) ) ) )
transferred
Weighted average residual tenor of the loans
. - 7.44 - - - -
transferred (in years)
Net book value of loans transferred (at the
. - 69.95 - - - -
time of transfer)
Aggregate consideration - 158.26 - - - -
Additional consideration realized in respect i ) ) i ) )
of accounts transferred in earlier years
Provisions reversed to the profit and loss
- 88.31 - - - -
account on account of sale of stressed loans

iii) During the years ended March 31, 2023 and March 31, 2022, the bank has not acquired any stressed loans and not
transferred any loan not in default / Special Mention Accounts (SMA).

iv) During the years ended March 31, 2023 and March 31, 2022, the bank has not invested in Security Receipts (SR) issued
by Asset Reconstruction Companies (ARC) in respect of stressed loans transferred to ARCs.

v) Recovery ratings assigned for Security Receipts are given below:

As on March 31, 2023
(Amount in X Crore)

Rating Scale Rating Book Value Outstanding | Provision held Net Book Value
0-25% RR5 13.45 13.45 -
25%- 50% RR4 113.61 113.61 -
75% - 100% RR2 2.28 2.28 -
Rating Withdrawn / Not Not Rated 57.17 57.17 -
rated Withdrawn 220.72 220.72 -

Total 407.24 407.24 -
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As on March 31, 2022
(Amount in X Crore)
Rating Scale Rating Book Value Qutstanding Provision held Net Book Value
0-25% NR6 205.94 203.88 2.06
RR5 14.79 13.91 0.88
25% - 50% R4 85.61 43.48 42.13
50% - 75% NR4 30.51 9.15 21.36
o o R1 0.64 - 0.64
100% - 150% RR1 2.28 - 2.28
. . Not Rated 0.06 - 0.06
Rating Withdrawn / Not rated Withdrawn 115.93 115.93 -
Total 455.76 386.35 69.41

1.4.8. Details of MSME accounts restructured as per RBI circular Nos.DBR.No.BP.BC.18/21.04.048/2018-19 dated
January 01, 2019, DOR.No.BP.BC.34/21.04.048/2019-20 dated February 11, 2020 and
DOR.No.BP.BC/4/21.04.048/2020-21 dated August 06, 2020

Position as on March 31, 2023

(Amount in X Crore except number of accounts)
Number of accounts restructured Amount Restructured Amount outstanding
1,230 1,025.13 755.99

Position as on March 31, 2022

(Amount in X Crore except number of accounts)
Number of accounts restructured Amount Restructured Amount outstanding
1,366 1,144.09 921.38

1.4.9. Fraud accounts and Provisioning
(Amount in X Crore except number of frauds)

Particulars March 31, 2023 | March 31, 2022
No. of frauds reported during the year 1,298 413
Amount involved in fraud 181.45 347.92
Amount involved in fraud net of recoveries/write offs/unrealised interest as at

. . 75.63 100.20
the end of the year requiring provision
Provision made during yesteryears for the above accounts 25.28 64.90
Provision made during the year 50.35 35.30
Provision held as at the end of the year for the above accounts 75.63 100.20
Amount of unamortised provision debited from “other reserves” as at the end of
the year.

1.4.10. Movement of Provision on Standard Assets
(Amount in X Crore)

Particulars March 31, 2023 March 31, 2022

(a) Opening balance 1,315.51 736.73
(b) Additions during the year 132.90 619.00
(c) Deduction during the year - 40.22
(d) Closing balance * 1,448.41 1,315.51

* Includes Provision held towards Unhedged Foreign Currency Exposure of Customers amounting X 73.78 Crore (previous
Year: X 18.19 Crore) and floating provision of % 12.75 Crore (previous year % 12.75 Crore).
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As at March 31, 2023 (Amount in T Crore)
. . . Foreign Currency | Foreign Currency
Maturity Pattern Deposits Advances Investments Borrowings “Assets Liabilities
Day 1 1,147.67 2,550.19 9,256.56 - 652.86 137.88
2 -7 days 4,332.91 1,482.89 375.77 3,912.42 3,494.63 30.95
8-14 days 1,376.57 1,145.59 493.34 668.23 85.83 33.27
15-30 days 3,709.52 2,661.64 1,200.96 872.35 251.64 451.03
31 days and up to 2 months 6,473.61 6,523.82 1,042.71 383.33 838.75 514.36
Over 2 months and up to 3 months 4,191.17 6,042.12 432.62 290.23 409.26 428.27
Over 3 months and up to 6 months 12,886.97 17,519.88 855.63 1,959.53 1,127.71 1,458.61
Over 6 months and up to 1 Year 25,312.57 17,487.08 1,815.25 2,833.39 1,058.14 2,077.58
Over 1 Year and up to 3 Years 103,530.96 80,365.50 7,554.30 5,513.54 544.35 1,538.64
Over 3 Years and up to 5 Years 25,178.42 18,951.05 11,104.35 891.27 1,269.73 933.35
Over 5 Years 25,245.67 19,717.12 14,851.86 1,995.00 385.17 0.17
Total 213,386.04 174,446.88 48,983.35 19,319.29 10,118.07 7,604.11
As at March 31, 2022 (Amount in X Crore)
. . . Foreign Currency | Foreign Currency
Maturity Pattern Deposits Advances Investments Borrowings Assets Liabilities

Day 1 1,119.30 2,676.62 6,416.05 12.97 1,170.16 237.33
2 -7 days 2,245.53 2,196.76 408.91 6,426.42 1,699.75 41.67
8-14 days 2,495.62 1,143.16 427.72 107.69 786.63 117.00
15-30 days 3,880.01 2,546.52 610.53 5.60 506.46 55.50
31 days and up to 2 months 6,278.06 4,261.70 948.35 414.16 753.22 484.70
Over 2 months and up to 3 months 4.951.31 6,150.53 794.31 669.03 740.33 781.64
Over 3 months and up to 6 months 14,881.74 13,608.86 1,973.64 1,684.36 1,002.09 974.18
Over 6 months and up to 1 Year 30,194.33 14,153.00 1,668.14 1,342.43 636.60 1,531.65
Over 1 Year and up to 3Years 79,073.03 66,024.25 2,633.57 3,143.76 321.53 1,733.21
Over 3 Years and up to 5 Years 3,357.64 15,363.13 7,394.27 586.69 542.49 242.67
Over 5 Years 33,224.02 16,803.79 15,903.97 1,000.01 609.74 0.15
Total 181,700.59 144,928.32 39,179.46 15,393.12 8,769.00 6,199.70

Note: Classification of assets and liabilities under the different maturity buckets is based on the same estimates and assumptions as used by the Bank for compiling the return submitted to the
RBI, which has been relied upon by the auditors. Maturity profile of foreign currency assets and liabilities excludes forward exchange contracts and off-balance sheet items.
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1.5.2 Liquidity Coverage Ratio (LCR)
a) Quantitative Disclosure

The following table sets forth, the daily average of unweighted and weighted values for all the quarters in the year ended March 31, 2023:

(Amount in X Crore)

Quarter ended Quarter ended Quarter ended Quarter ended
March 31, 2023 December 31, 2022 September 30, 2022 June 30, 2022
Particulars Total Total Weighted Total Total Weighted Total Total Weighted Total Total Weighted
Unweighted Unweighted Unweighted Unweighted
Value Value Value Value
Value (average) Value (average) Value (average) Value (average)
(average) g (average) g (average) g (average) g

High Quality Liquid Assets

Total High Quality Liquid Assets
U | moLa) 40,760.71 38,423.55 37,907.06 35,960.21

Cash outflows
Retail deposits and deposits from small

2 . : 161,348.61 14,488.64 157,887.26 14,195.24 153,099.54 13,773.80 152,661.14 13,723.73
business customers, of which:

(i) | Stable deposits 32,924.40 1,646.22 31,869.82 1,593.50 30,723.08 1,536.15 30,847.67 1,542.38

(ii) | Less stable deposits 128,424.21 12,842.42 126,017.44 12,601.74 122,376.46 12,237.65 121,813.47 12,181.35

3 gﬁf:ﬁ?red R 24,233.25 18,919.37 19,589.00 14,503.92 18,422.97 13,279.16 18,240.60 13,077.02

Q) Operational deposits (all ) - - - - - - -
counterparties)

iy | Non-operational deposits  (all 2423325 18,919.37 19,589.00 14,503.92 18,422.97 13,279.16 18,240.60 13,077.02
counterparties)

(iii) | Unsecured debt - - - - - - - -

| Scoured wholowe ondng I I I I :

5 Additional requirements, of which 0.60 0.60 5.62 5.62 2.83 2.83 1.87 1.87
Outflows related to derivative
(1) | exposures and other collateral 0.60 0.60 5.62 5.62 2.83 2.83 1.87 1.87
requirements
(ii) Outflows related to loss of funding on - - - - - - - -
debt products
(iii) | Credit and liquidity facilities - - - - - - - -
6 Other contractual funding obligations 49,008.48 5,526.33 45,553.08 5,128.31 41,645.34 5,007.91 40,776.01 5,015.92
7 Other contingent funding obligations 12,992.22 389.77 11,863.27 355.90 11,302.56 339.08 10,642.73 319.28

8 | TOTAL CASH OUTFLOWS _ 39.324.71 _ 34,188.99 _ 32,402.78 _ 32.137.82
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Note: LCR data has been computed based on simple average of daily observations.
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Quarter ended Quarter ended Quarter ended Quarter ended
March 31, 2023 December 31, 2022 September 30, 2022 June 30, 2022
Particulars Total . Total . Total . Total .
Unweighted Total Weighted Unweighted Total Weighted Unweighted Total Weighted Unweighted Total Weighted
Value Value Value Value
Value Value Value Value
(average) (average) (average) (average) (average) (average) (average) (average)
Cash Inflows
9 Secured lending (e.g. reverse repos) 319.12 - 182.50 - 1,829.92 - 1,867.20 -
10 i‘:{f;g:ﬁes from fully  performing 10,594.44 7,490.10 10,650.36 7,718.39 8,196.41 5,587.90 8,397.33 6,172.09
11 Other cash inflows 20.51 20.51 7.14 7.14 10.86 10.86 11.21 11.21
12 | TOTAL CASH INFLOWS 10,934.07 7,510.61 10,840.00 7,725.53 10,037.19 5,598.76 10,275.74 6,183.30
Total Adjusted Total Adjusted Total Adjusted Total Adjusted
Value Value Value Value
13 | TOTAL HQLA 40,760.71 38,423.55 37,907.06 35,960.21
14 | TOTAL NET CASH OUTFLOWS 31,814.10 26,463.46 26,804.02 25,954.52
15 %;}?UIDITY (COMAR (E15 [ENIT) 128.12% 145.19% 141.42% 138.55%
0
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(Amount in X Crore)

Quarter ended Quarter ended Quarter ended Quarter ended
March 31, 2022 December 31, 2021 September 30, 2021 June 30, 2021
Particulars Total . Total . Total . Total .
Unweighted Total Weighted Unweighted Total Weighted Unweighted Total Weighted Unweighted Total Weighted
Value Value Value Value
Value (average) Value (average) Value (average) Value (average)
(average) g (average) g (average) g (average) g

High Quality Liquid Assets

Cash outflows
o | Refail deposits and deposits from 156,122.23 13,353.67 154,690.57 13,105.50 152,194.60 12,870.85 149,338.73 12,617.91

small business customers, of which:
(i) | Stable deposits 45,171.14 2,258.56 47,271.06 2,363.55 46,972.18 2,348.61 46,319.21 2,315.96

(i) | Less stable deposits 110,951.09 11,095.11 107,419.51 10,741.95 105,222.42 10,522.24 103,019.52 10,301.95
3 gﬁf:ﬁ?red WURIEES g, @ 10,382.00 8,016.94 10,768.00 8,241.88 11,107.21 5,413.52 14,011.42 7,990.42
Q) Operational deposits (all ) ) ) ) ) ) _ _

counterparties)

iy | Non-operational = deposits  (all 10,382.00 8,016.94 10,768.00 8,241.88 11,107.21 5,413.52 14,011.42 7,990.42

counterparties)

(iii) | Unsecured debt - - - - - - - -
4 Sccured wholesale funding | - I - I - I -
5 Additional requirements, of which 0.66 0.66 7.11 7.11 0.76 0.76 1.32 1.32

Outflows related to derivative
(1) | exposures and other collateral 0.66 0.66 7.11 7.11 0.76 0.76 1.32 1.32
requirements

(ii) Outflows related to loss of funding on - - - - - - - -

debt products

(iii) | Credit and liquidity facilities - - - - - - - -
6 Other contractual funding obligations 38,962.47 4,242.74 36,941.24 4,014.74 33,852.61 3,146.26 32,736.06 3,023.64
7 Other contingent funding obligations 9,993.00 299.79 9,244 .38 277.33 8,764.83 262.95 8,536.05 256.08
8 TOTAL CASH OUTFLOWS 25,913.80 25,646.56 21,694.34 23,889.37

Cash Inflows
9 Secured lending (e.g. reverse repos) 5,497.73 - 6,058.63 - 7,231.36 - 3,627.83 -
10 i‘:{f;g:ﬁes from fully  performing 7,852.26 5,928.02 7,270.90 5,601.39 7,274.42 5,668.49 7,967.70 6,348.55
11 | Other cash inflows 10.56 10.56 2.58 2.58 6.75 6.75 23.56 23.56
12 | TOTAL CASH INFLOWS 13,360.55 5,938.58 13,332.11 5,603.97 14,512.53 5,675.24 11,619.09 6,372.11
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Note: LCR data has been computed based on simple average of daily observations.
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Quarter ended Quarter ended Quarter ended Quarter ended
March 31, 2022 December 31, 2021 September 30, 2021 June 30, 2021
Particulars Total . Total . Total . Total .
Unweighted Total Weighted Unweighted Total Weighted Unweighted Total Weighted Unweighted Total Weighted
Value Value Value Value
Value (average) Value (average) Value (average) Value (average)
(average) g (average) g (average) g (average) g
Total Adjusted Total Adjusted Total Adjusted Total Adjusted
Value Value Value Value
13 | TOTAL HQLA 35,898.96 36,304.61 37,608.85 35,015.72
14 | TOTAL NET CASH OUTFLOWS 19,975.22 20,042.59 16,019.10 17,517.26
15 :;Z?UID ITY COVERAGE RATIO 179.72% 181.14% 234.78% 199.89%
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b) Qualitative Disclosure
As at March 31, 2023

The Bank adheres to RBI guidelines on Liquidity Coverage Ratio, Liquidity Risk Monitoring Tools and the LCR Disclosure Standards pursuant to the Basel III Framework on Liquidity Standards
that are applicable to banks in India with effect from January 1, 2015. The regulatory threshold is embedded into the Risk Appetite Statement of the Bank and hence maintenance of LCR is
subject to periodic review of Risk Management Committee/Board. The Bank computes the LCR and reports the same to the Asset Liability Management Committee (ALCO) every month for
review as well as to the Risk Management Committee of the Board. Liquidity Coverage Ratio (LCR) promotes short-term resilience of banks to potential liquidity disruptions by ensuring that
they have sufficient High Quality Liquid Assets (HQLAS) to survive an acute stress scenario lasting for 30 days. LCR is computed daily from January 01, 2017 and in accordance with regulatory
prescriptions, the LCR disclosures contain data on simple average of daily observations over a period of 90 days. Bank has not computed LCR separately for any foreign currency since the
aggregate liabilities denominated in any foreign currency doesn’t amount to 5% or more of the Bank’s total liabilities. Bank has consistently maintained LCR above the prescribed regulatory
minimum.

On average, 97% of the HQLA maintained by the Bank comprises of Level 1 assets which is the most liquid asset category. Cash in hand, excess CRR and SLR, G-Sec within mandatory SLR
requirement permitted by RBI under Marginal Standing Facility (MSF) and Facility to Avail Liquidity for Liquidity Coverage Ratio (FALLCR) as per RBI guidelines from time to time, constitutes
Level 1 HQLA. Level 2 assets maintained by the Bank comprises of (a) marketable securities representing claims on or claims guaranteed by sovereigns, Public Sector Entities (PSEs) or
multilateral development banks that are assigned a 20% risk weight under the Basel III Standardized Approach for credit risk and that are not issued by a bank/financial institution/NBFC or any
of its affiliated entities and (b) Corporate bonds and commercial papers, not issued by a bank/financial institution/NBFC or any of its affiliated entities, which have been rated AA- or above by
an Eligible Credit Rating Agency. HQLA is also well diversified across various instruments and liquid asset types and shall provide the Bank with adequate and timely liquidity.

Bank has a well-diversified funding portfolio. Retail deposits, considered as stable from a liquidity perspective is the major funding source of the Bank, indicating lower dependence of the Bank
on wholesale funds.

The liquidity risk management in the Bank is guided by the ALM Policy. Asset Liability Management Committee (ALCO) is the executive level committee responsible for ALM process in the
Bank. Bank’s liquidity management is done by the Treasury department as per the directions of ALCO. Integrated Risk Management Department actively monitors the liquidity position of the
Bank and apprises ALCO on a continuous basis to initiate appropriate actions to ensure that the liquidity position is well within the Risk Appetite set by the Board of Directors.

As at March 31, 2022

The Bank adheres to RBI guidelines on Liquidity Coverage Ratio, Liquidity Risk Monitoring Tools and the LCR Disclosure Standards pursuant to the Basel III Framework on Liquidity Standards
that are applicable to banks in India with effect from January 01, 2015. The regulatory threshold is embedded into the Risk Appetite Statement of the Bank and hence maintenance of LCR is
subject to periodic review of Risk Management Committee/Board. The Bank computes the LCR and reports the same to the Asset Liability Committee (ALCO) every month as well as to the
Risk Management Committee of the Board. Liquidity Coverage Ratio (LCR) promotes short-term resilience of banks to potential liquidity disruptions by ensuring that they have sufficient High
Quality Liquid Assets (HQLAS) to survive an acute stress scenario lasting for 30 days. LCR is computed on a daily basis from January 01, 2017 and in accordance with regulatory prescriptions.
The LCR disclosures contain data on simple average of daily observations for the days in each quarter. Bank computes LCR of the IFSC Banking Unit at GIFT City on a standalone basis as per
the extant guidelines. Bank is not computing LCR separately for any foreign currency since the aggregate liabilities denominated in any foreign currency doesn’t amount to 5% or more of the
Bank’s total liabilities. Bank has consistently maintained LCR above the prescribed regulatory minimum of 100% during the fiscal.
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On an average, 96% of the HQLA maintained by the Bank comprises of Level 1 assets which is the most liquid asset category. Cash in hand, excess CRR and SLR, G-Sec within mandatory SLR
requirement permitted by RBI under Marginal Standing Facility (MSF) and Facility to Avail Liquidity for Liquidity Coverage Ratio (FALLCR) as per RBI guidelines from time to time, constitutes
Level 1 HQLA. Level 2 assets maintained by the Bank comprises of (a) marketable securities representing claims on or claims guaranteed by sovereigns, Public Sector Entities (PSEs) or
multilateral development banks that are assigned a 20% risk weight under the Basel III Standardized Approach for credit risk and that are not issued by a bank/financial institution/NBFC or any
of its affiliated entities and (b) Corporate bonds and commercial papers, not issued by a bank/financial institution/NBFC or any of its affiliated entities, which have been rated AA- or above by
an Eligible Credit Rating Agency. HQLA is also well diversified across various instruments and liquid asset types and shall provide the Bank with adequate and timely liquidity.

Bank has a well-diversified funding portfolio. Retail deposits, considered as stable deposits from a liquidity perspective is the major funding source of the Bank, indicating lower dependence of
the Bank on wholesale funds.

The liquidity risk management in the Bank is guided by the ALM Policy. Asset Liability Committee (ALCO) is the executive level committee responsible for ALM process in the Bank. Bank’s
liquidity management is actively done by the Treasury department as per the directions of ALCO. Integrated Risk Management Department actively monitors the liquidity position of the Bank
and apprises ALCO on a continuous basis to initiate appropriate actions to ensure that the liquidity position is well within the Risk Appetite set by the Board of Directors.

1.5.3 Net Stable Funding Ratio (NSFR)

Qualitative Disclosure

Net Stable Funding Ratio (NSFR) is introduced by Basel Committee on Banking Supervision (BCBS) in order to ensure that banks maintain a stable funding profile in relation to the composition
of their assets, liabilities and off-balance sheet activities. NSFR limits overreliance on short-term wholesale funding and promotes funding their activities with longer term stable sources indicating
funding stability.

NSFR is defined as the amount of available stable funding relative to the amount of required stable funding. “Available stable funding” is defined as the portion of capital and liabilities expected
to be reliable over the time horizon considered by the NSFR, which extends to one year. The amount of stable funding required ("Required stable funding") of the Bank is a function of the
liquidity characteristics and residual maturities of the various assets as well as the off-balance sheet (OBS) exposures of the Bank.

As per the RBI Guideline, Bank is required to maintain a minimum NSFR of 100% on an ongoing basis effective from October 1, 2021.

The Available Stable funding primarily consists of Regulatory capital, Deposits from Retail Customers, Small business entities, Non-Financial and financial corporates and Borrowings. Whereas
the Required Stable Funding comprises of mainly Advances and investments.
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Amount in X Crore

ASF Item
1 | Capital: (2+3) 20,431.35 - -| 1,995.00 | 2242635 | 17,590.15 - - 1,000.00 18,590.15
2 | Regulatory capital 20,431.35 - - - 20,431.35 17,590.15 - - - 17,590.15
3 | Other capital instruments - - - 1,995.00 1,995.00 - - - 1,000.00 1,000.00
4 | Retail deposits and deposits from small | 5 5 99 | 28 450.17 | 22,801.00 | 59,182.02 | 161,25840 | 6137653 | 32,955.83 | 26,635.78 | 45865.60 |  155.904.20
business customers: (5+6)
5 | Stable deposits 10,098.01 | 6,584.09 | 4,720.67 | 12,185.90 | 32,518.52 9,987.68 7,524.33 5,833.39 9,530.43 31,708.56
6 | Less stable deposits 50,870.98 | 21,875.08 | 18,080.33 | 46,996.12 | 128,739.88 | 51,388.85 25,431.50 | 20,802.39 | 36,335.17 124,195.64
7 | Wholesale funding: (8+9) 7,667.88 | 23,061.32 | 15,934.05 | 12,635.90 | 23,782.61 6,281.60 20,512.90 | 15,067.03 11,563.11 21,939.39
8 | Operational deposits - - - - - - - - - -
9 | Other wholesale funding 7,667.88 | 23,061.32 | 15,934.05 | 12,635.90 | 23,782.61 6,281.60 20,512.90 | 15,067.03 11,563.11 21,939.39
10 | Other liabilities: (11+12) 5,982.49 | 1,222.67 - - - 8,251.95 3,546.12 - - -
11 | NSFR derivative liabilities - - - - - -
2 All other liabilities. and equity not included in 5.98249 | 122267 ) ) ) 8.251.95 3.546.12 ) ) )
the above categories
13 | Total ASF (1+4+7+10) 207,467.36 196,433.74
RSF Item
Total NSFR high-quality liquid assets -
14 (HQLA) 2,208.86 2,135.50
15 Deposits held at other financial institutions 1,107.19 ) ) ) 553 59 1.302.81 ) 651 41
for operational purposes - -
Performing loans and securities:
16 (17+18+194+21423) 2,826.33 | 55,081.86 | 19,921.71 | 99,426.23 | 118,664.76 2,419.46 52,644.01 | 19,678.68 | 94,191.15 113,094.07
Performing loans to financial institutions
17 secured by Level 1 HQLA - 499.26 - - 49.93 ) 320.00 ) ) 32.00
Performing loans to financial institutions
18 secured by non-Level 1 HQLA and -| 7,351.13 | 1,249.64 | 17,631.93 19,359.42 i 6,328.40 1,859.14 | 16,994.77 18,873.60
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SCHEDULE 18:

unsecured performing loans to financial
institutions
Performing loans to non- financial corporate
g | clients, loans to retail and small business - | 47,228.40 | 18,661.02 | 58,395.63 | 80,518.15 18.59 | 4599248 | 17,808.22 | 54,618.99 76,551.16
customers, and loans to sovereigns, central
banks and PSEs, of which:
With a risk weight of less than or equal to
20 | 35% under the Basel II Standardised -| 6,411.94 823.06 | 10,314.24 10,321.76 0.14 7,277.42 761.53 8,923.16 9,819.60
Approach for credit risk
21 | Performing residential mortgages, of which: - 3.07 11.05 | 23,398.67 16,334.88 ) 3.13 1132 | 22,577.39 15,596.57
With a risk weight of less than or equal to
22 | 35% wunder the Basel II Standardised - 2.53 10.12 | 17,805.23 11,579.72 2.61 8.45 11,710.18
oL - 18,007.16
Approach for credit risk
Securities that are not in default and do not
23 | qualify as HQLA, including exchange-traded | 2,826.33 - - - 2,402.38 2,400.87 - - - 2,040.74
equities
24 | Other assets: (sum of rows 25 to 29) 6,994.82 | 2,633.68 | 2,746.54 | 14,994.74 | 26,808.72 7,079.10 3,035.65 1,998.38 14,707.25 26,136.50
25 | Physical traded commodities, including gold - - - -
Assets posted as initial margin for derivative
26 | contracts and contributions to default funds 1,037.52 - - 881.89 1,098.15 ) ) 933.43
of CCPs
27 | NSFR derivative assets (Net) 89.68 89.68 24.58 ) ) 24.58
28 NSFR df:rlvatlve .11ab111t1es before deduction 426.78 2134 546.48 2732
of variation margin posted - -
29 CA;tleg"gr‘fers assets not included in the above |\ ¢ 9o, g5 | 107970 | 2,746.54 | 1499474 | 2581581 | 7,079.10 1,366.44 | 1,998.38 | 14,707.25 25,151.17
30 | Off-balance sheet items 48,970.15 | 2,448.51 - 2,847.77 45,518.70 | 11,855.51 - 2,631.60
31 | Total RSF (14+15+16+24+30) 151,083.70 144,649.08
32 | Net Stable Funding Ratio (%) 137.32% 135.80%
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Amount in X Crore

ASF Item
1 | Capital: (2+3) 17,615.85 - - 1,000.00 18,615.85 | 17,619.54 - - 1,000.00 18,619.54
2 | Regulatory capital 17,615.85 - - - 17,615.85 | 17,619.54 - - - 17,619.54
3 | Other capital instruments - - - 1,000.00 1,000.00 - - - 1,000.00 1,000.00
4 | Retail deposits and deposits from small |- ¢, 150 09 | 3621052 | 28,067.88 | 36,637.62 | 150,69143 | 6122531 | 33,597.57 | 32,815.97 | 31,644.02 | 147,768.80
business customers: (5+6)
5 | Stable deposits 9,937.05 8,030.14 6,854.13 7,035.08 30,615.34 9,789.51 7,426.29 7,780.59 6,282.11 30,028.68
6 | Less stable deposits 51,132.04 | 28,180.38 | 21,213.75 | 29,602.54 120,076.09 | 51,435.80 26,171.28 | 25,035.38 | 25,361.91 117,740.12
7 | Wholesale funding: (8+9) 6,428.21 | 20,165.17 8,560.64 | 11,419.76 20,379.46 4,839.48 21,525.50 6,590.50 5,951.18 13,121.99
8 | Operational deposits - - - - - - - - - -
9 | Other wholesale funding 6,428.21 | 20,165.17 8,560.64 | 11,419.76 20,379.46 4,839.48 21,525.50 6,590.50 5,951.18 13,121.99
10 | Other liabilities: (11+12) 7,200.27 2,737.43 - - - 6,691.96 1,851.75 - - -
11 | NSFR derivative liabilities ] . - - . - -
12 {lll other liabilities a.nd equity not included 720027 2.737.43 ) ) ) 6.691.96 1.851.75 ) ) )
in the above categories
13 | Total ASF (1+4+7+10) 189,686.74 179,510.33
RSF Item
Total NSFR high-quality liquid assets 1,946.53
14 (HQLA) 2,052.80
15 Deposits held at other financial institutions 97898 ) ) ) 489 49 1363.18 ) ) ) 63159
for operational purposes
Performing loans and securities:
16 (17+18+19+21423) 1,631.08 | 51,532.45 | 18,395.22 | 88,247.50 106,914.99 1,245.92 48,492.33 | 17,841.07 | 83,574.82 99,708.63
Performing loans to financial institutions
171 secured by Level 1 HQLA ) ) ) ) ) ) 1,514.30 ) ) 15143
Performing loans to financial institutions
g | sccured by mon-Level 1 HQLA and S| 549321 | 221569 | 15411.03 | 17,342.86 -| 663003 | 127021 | 14,292.33 15,921.92
unsecured performing loans to financial
institutions

182



THE FEDERAL BANK LIMITED
NOTES TO ACCOUNTS FORMING PART OF THE FINANCIAL STATEMENTS FOR THE YEAR ENDED MARCH 31, 2023 (Continued...)

SCHEDULE 18:

Performing loans to mnon- financial
corporate clients, loans to retail and small
19 | business customers, and loans to 10.30 | 46,036.06 | 16,168.25 | 51,163.55 73,118.08 9.62 | 40,34498 | 16,560.08 | 48,677.99 68,154.19
sovereigns, central banks and PSEs, of
which:
With a risk weight of less than or equal to
20 | 35% under the Basel II Standardised 0.12 7,928.51 650.61 7,391.25 9,093.94 0.21 5,827.81 807.89 8,397.24 8,776.16
Approach for credit risk
21 fv‘;fif:}f,mmg residential - mortgages, ~ of - 3.18 11.28 | 21,672.92 |  15,076.39 - 3.02 10.78 | 20,604.50 |  14,430.23
With a risk weight of less than or equal to
22 | 35% under the Basel II Standardised - 2.69 8.41 | 16,764.09 10,902.21 - 2.51 8.88 | 15,452.50 10,049.82
Approach for credit risk
Securities that are not in default and do not
23 | qualify as HQLA, including exchange- 1,620.78 - - - 1,377.66 1,236.30 - - - 1,050.86
traded equities
24 | Other assets: (sum of rows 25 to 29) 7,101.26 4,824.67 14,154.02 25,441.82 6,148.01 4,763.47 13,701.06 24,542.57
25 Physical traded commodities, including ) ) ) )
gold
Assets posted as initial margin for
26 | derivative contracts and contributions to 1,101.20 - - 936.02 1,136.78 - - 966.26
default funds of CCPs
27 | NSFR derivative assets (Net) - - - - - - - -
og | NSFR - derivative  liabilities ~ before 1,139.00 . . 56.95 818.00 : : 40.90
deduction of variation margin posted
29 ﬁ;ltlezg;f;assets not included in the above 2,584.47 | 609.10 | 14,154.02 | 24,4885 2,808.60 |  877.65 | 13,701.06 | 2353541
30 | Off-balance sheet items 42,169.87 | 11,081.90 - 2,440.95 40,220.90 | 10,924.13 - 2,338.77
31 | Total RSF (14+15+16+24+30) 129,218.09
32 | Net Stable Funding Ratio (%) 138.92%
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Amount in X Crore

ASF Item

1 | Capital: (2+3) 17,638.52 - -] 1,000.00 | 18,638.52 | 16,072.65 - -1 30000 16,372.65

2 | Regulatory capital 17,638.52 - - - 17,638.52 | 16,072.65 - - - 16,072.65

3 | Other capital instruments - - - 1,000.00 | 1,000.00 - - -1 300.00 300.00

4 | Retail deposits and deposits from small business | s ¢35 36 | 31 42873 | 34,549.10 | 31.677.74 | 145.973.13 | 57,775.05 | 27.428.82 | 30357.92 | 35.002.69 | 140,087.05
customers: (5+6)

5 | Stable deposits 9,653.36 | 7,23599 |  7,94501 | 6,512.69 | 30,105.33 | 9,660.03 | 5,682.63 | 6,232.40 | 6,288.69 | 26,785.00

6 | Less stable deposits 49,984.00 | 24,192.74 | 26,604.09 | 25,165.05 | 115,867.80 | 48,115.02 | 21,746.19 | 24,125.52 | 28,714.00 | 113,302.05

7 | Wholesale funding: (8+9) 6,067.89 | 1927328 |  6,820.39 | 6,639.21 | 14,058.29 | 5258.52 | 17,079.96 | 6,858.69 | 3,520.01 | 10,317.37

8 | Operational deposits - - - - - - - - - -

9 | Other wholesale funding 6,067.89 | 19,273.28 | 6,820.39 | 6,639.21 | 14,058.29 | 5,258.52 | 17,079.96 |  6,858.69 | 3,520.01 | 10,317.37

10 | Other liabilities: (11+12) 5,340.14 | 873.95 - - - 6,049.71 | 3,172.36 - - -

11 | NSFR derivative liabilities _ - - - - - -

12| 4 ;’Z’Ztelg)br’i’e’?” and equity not included in the | 5 340 14| §73.95 : - S| 6,049.71 | 3,17236 . : .

13 | Total ASF (1+4+7+10) 166,777.07

RSF Item

14 | Total NSFR high-quality liquid assets (HQLA) 1,852.10

15 ?Ifg;fi‘f)snalll‘;’)lsrpfse‘;ther financial institutions for | 5¢7 5 : : | 64364 | 1,02048 : : | 51024
Performin loans and securities:

16 | (17418 +19g+21 123) 838.35 | 52,109.96 | 17,924.10 | 79,748.31 | 95,285.18 |  623.47 | 45,342.21 | 19,052.16 | 75,988.74 | 91,444.84
Performing loans to financial institutions secured b

17 LevellHéL " y - | 6,200.00 - - 620 - | 1,900.00 - - 190.00
Performing loans to financial institutions secured by

18 | non-Level 1 HQLA and unsecured performing loans -| 8,075.75 1,827.55 | 13,038.94 15,164.08 - | 6,723.07 2,711.44 | 12,557.58 14,921.76
to financial institutions

184



THE FEDERAL BANK LIMITED
NOTES TO ACCOUNTS FORMING PART OF THE FINANCIAL STATEMENTS FOR THE YEAR ENDED MARCH 31, 2023 (Continued...)

SCHEDULE 18:

Performing loans to non- financial corporate clients,
1 | loans to retail and small business customers, and 12.00 | 37,830.86 | 16,085.80 | 46,776.13 | 64,745.32 11.83 | 36,715.15 | 16,331.64 | 44,662.85 | 62,497.64
loans to sovereigns, central banks and PSEs, of
which:
With a risk weight of less than or equal to 35% under
20 the Basel IT Standardised Approach for credit risk 0.03 | 5,643.61 808.89 | 9,893.59 9,657.10 0.28 | 6,493.95 2,147.32 | 9,975.46 | 10,804.83
21 | Performing residential mortgages, of which: - 3.35 10.75 | 19,933.24 14,053.38 - 3.99 9.08 | 18,768.31 13,315.55
With a risk weight of less than or equal to 35% under
22 the Basel II Standardised Approach for credit risk - 2.72 9.41 | 14,484.57 9,421.03 - 3.17 7.93 | 13,220.29 8,598.74
Securities that are not in default and do not qualify
B as HQLA, including exchange-traded equities 826.35 i ) ) 702.40 611.64 ) ) i >19.89
24 | Other assets: (sum of rows 25 to 29) 5,853.54 | 3,087.81 2,082.54 | 13,279.27 | 23,641.99 | 5,638.78 | 3,782.43 2,258.27 | 12,020.92 | 23,197.61
25 | Physical traded commodities, including gold - - - -
Assets posted as initial margin for derivative
26 | ontracts and contributions to default funds of CCPs 712.68 ) ) 605.78
27 | NSFR derivative assets (Net) - - - - 8.96 - - 8.96
28 NSFR derlvat'lve liabilities before deduction of 571.00 ) ) 2855 416.73 ) ) 20.84
variation margin posted
29 | All other assets not included in the above categories | 5,853.54 | 1,725.34 2,082.54 | 13,279.27 | 22,940.69 | 5,638.78 | 2,644.06 2,258.27 | 12,020.92 | 22,562.03
30 | Off-balance sheet items 38,722.76 10,164.78 - 2,241.08 35,255.86 9,008.63 - 2,033.05
31 | Total RSF (14+15+16+24+30) 123,694.59 119,037.84
32 | Net Stable Funding Ratio (%) 144.44% 140.10%
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1.6. Exposures

1.6.1  Exposure to Real Estate Sector
(Amount in X Crore)
Category March 31, 2023 March 31,2022
A. Direct Exposure:
i) Residential Mortgages:
Lending fully secured by mortgages on residential property that is or will be 30.045.06 26.145.51
occupied by the borrower or that is rented; Exposure also includes non-fund T T
based (NFB) limits;
(of which individual housing loans eligible for inclusion in Priority sector (3,009.25) (3,530.37)
advances).
ii) Commercial Real Estate:
Lending secured by mortgages on commercial real estates (office buildings,
retail space, multi-purpose commercial premises, multi-family residential
o . . . . . 8,143.12 6,264.06
buildings, multi-tenanted commercial premises, industrial or warehouse space,
hotels, land acquisition, development and construction, etc.). Exposure would
also include non-fund based (NFB) limits;
(iii) Investments in Mortgage Backed Securities (MBS) and other securitized
exposures —
a)  Residential - -
b)  Commercial Real Estate - -
B. Indirect Exposure:
Fund base?d anq non—fund-base?d exposures on National Housing Bank (NHB) 7.879.89 8.058.34
and Housing Finance Companies (HFCs).
Total Exposure to Real Estate sector 46,068.07 40,467.91
1.6.2  Exposure to Capital Market
(Amount in X Crore)
Category March 31, 2023 March 31, 2022
(i) Direct investment in equity shares, convertible bonds, convertible
debentures and units of equity-oriented mutual funds the corpus of which 396.55 419.00
is not exclusively invested in corporate debt;
(i) Advances against shares/bonds/debentures or other securities or on clean
basis to individuals for investment in shares (including [POs/ESOPs),
convertible bonds, convertible debentures, and units of equity-oriented ) )
mutual funds;
(iii) Advances for any other purposes where shares or convertible bonds or
convertible debentures or units of equity oriented mutual funds are taken 25.94 21.90
as primary security;
(iv) Advances for any other purposes to the extent secured by the collateral
security of shares or convertible bonds or convertible debentures or units
of equity oriented mutual funds i.e. where the primary security other than 1,171.89 382.83
shares/convertible bonds/convertible debentures/units of equity oriented
mutual funds does not fully cover the advances;
(v) Secured and unsecured advances to stockbrokers and guarantees issued on 1.009.94 55491
behalf of stockbrokers and market makers; T )
(vi) Loans sanctioned to corporates against the security of shares /
bonds/debentures or other securities or on clean basis for meeting
promoter’s contribution to the equity of new companies in anticipation of i )
raising resources;
(vii) Bridge loans to companies against expected equity flows/issues; - -
(viii) Underwriting commitments taken up by the banks in respect of primary
issue of shares or convertible bonds or convertible debentures or units of - -
equity oriented mutual funds;
(ix) Financing to stockbrokers for margin trading; - -
(x) All exposures to Venture Capital Funds (both registered and unregistered) 172.10 163.16
Total Exposure to Capital Market 2,776.42 1,541.10
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Risk Category wise Country Exposure

The net funded exposure of the Bank in respect of foreign exchange transactions with each country is within 1% of the total
assets of the Bank and hence no provision is required to be made in respect of country risk as per the RBI guidelines:

Amount in ¥ Crore)

Risk category* Exposure (net) Provision held Exposure (net) Provision held
March 31, 2023 March 31, 2023 March 31, 2022 March 31, 2022
Insignificant 1,978.23 1,436.27 -
Low 530.51 608.59 -
Moderately low 59.95 -
Moderate - 10.62 -
Moderately high 4.04 -
High - - -
Very High - - -
Total 2,572.73 2,055.48 -

* The above figures include both funded as well as non-funded exposure.

Note: The bank has compiled the data for the purpose of disclosure in Note No. 1.6.3 from its internal MIS system and has
been furnished by the management, which has been relied upon by the auditors.

1.6.4.  During the years ended March 31, 2023 and March 31, 2022, the Bank's credit exposure to single borrower and
group borrowers was within the prudential exposure limits prescribed by RBI.

1.6.5  Unsecured Advances: During the years ended March 31, 2023 and March 31, 2022 there are no unsecured advances
for which intangible securities such as charge over the rights, licences, authority etc. have been taken as collateral
by the Bank.

1.6.6  Factoring exposure: The factoring exposure of the Bank as on March 31, 2023 is ¥ 1,020.44 Crore (previous year:
%729.40 Crore)

1.6.7 Unhedged Foreign Currency Exposure: The Bank has in place a policy on managing credit risk arising out of

unhedged foreign currency exposures of its borrowers. The objective of this policy is to maximize the hedging on
foreign currency exposures of borrowers by reviewing their foreign currency exposures and encouraging them to
hedge the unhedged portion. The policy framework also articulates the methodologies for ascertaining the amount
of unhedged foreign currency exposures, estimating the extent of likely loss, estimating the riskiness of the unhedged
position and making appropriate provisions and capital charge as per extant RBI guidelines. In line with the policy,
assessment of unhedged foreign currency exposure is a part of credit appraisal while proposing limits or at the
review stage. Further, the bank reviews the unhedged foreign currency exposure across its portfolio on a periodic
basis. The Bank maintains incremental provisions and additional capital for the unhedged foreign currency
exposures of its borrowers in line with the extant RBI guidelines. The Bank has maintained X 73.78 Crore (previous
year X 18.19 Crore) as provision and X 100.89 Crore (previous year X 19.56 Crore) as additional capital for
computation of capital adequacy ratio on account of the unhedged foreign currency exposures of borrowers.

1.6.8  Details of Intra-Group Exposure
(Amount in X Crore)
SI. No. | Particulars March 31, 2023 March 31, 2022
1 Total amount of intra-group exposures* 358.92 620.94
2 Total amount of top-20 intra group exposures* 358.92 620.94
3 Percentage of intra group exposures to total exposure of the bank 0.15% 032%
to borrowers/ customers *
4 Details of breach of limits on intra-group exposures and
regulatory action thereon if any ) )

* Exposure is computed as per the definition of Credit and Investment Exposure in RBI Master Circular on Exposure Norms
DBR. No. Dir.BC.12/13.03.00/ 2015-16 dated July 01, 2015.
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1.7. Concentration of Deposits, Advances, Exposures and NPAs

1.7.1  Information on Concentration of deposits:

NOTES TO ACCOUNTS FORMING PART OF THE FINANCIAL STATEMENTS FOR

(Amount in X Crore)

Particulars March 31, 2023 March 31, 2022
Total deposits of twenty largest depositors 11,082.46 6,078.19
Percet}tage of deposits of twenty largest depositors to total 5.19% 3359
deposits of the bank

Note: Excludes holders of certificate of deposits which are tradable instruments.

1.7.2 Information on Concentration of advances:

(Amount in X Crore)

Particulars March 31, 2023 March 31, 2022
Total advances to the twenty largest borrowers 18,271.67 17,660.91
Percentage of advances to the twenty largest borrowers to total 8.03% 926%
advances of the bank

Note:  As per Master Direction, Advances is computed based on credit exposure i.e. funded and non-funded limits
including derivative exposures. The sanctioned limits or outstanding, whichever are higher, is reckoned. However,
in the case of fully drawn term loans, where there is no scope for re-drawal of any portion of the sanctioned limit,

bank reckon the outstanding as the credit exposure.

1.7.3  Information on Concentration of exposures:

(Amount in T Crore)

Particulars March 31, 2023 March 31, 2022
Total exposures to the twenty largest borrowers/customers 19,204.04 18,606.95
Percentage of exposures to the twenty largest
borrowers/customers to the total exposure of the bank on 8.11% 9.44%
borrowers/customers

Note:  Exposure is computed as per the definition of Credit and Investment Exposure in RBI Master Circular on Exposure
Norms DBOD. No. Dir.BC.12/13.03.00/ 2015-16 dated July 01, 2015.

The bank has compiled the data for the purpose of disclosure in Note No. 1.7.1 to 1.7.3 from its internal MIS system and has
been furnished by the Management, which has been relied upon by the auditors.

1.7.4 Information on Concentration of NPAs:

(Amount in X Crore)

Particulars March 31, 2023 March 31, 2022
Total exposures to the top twenty NPA accounts 610.56 664.52
Percentage of exposures to the twenty largest NPA exposure o o
to total Gross NPAs. 14.59% 16.06%

1.8. Securitisation Transactions

The Bank has not done any securitisation transactions during the year ended March 31, 2023 and March 31, 2022.

1.9. Sponsored SPVs

The Bank has not sponsored any special purpose vehicle which is required to be consolidated in the consolidated
financial statements as per accounting norms as at March 31, 2023 and March 31, 2022.

1.10.  Transfers to Depositor Education and Awareness (DEA) Fund

In accordance with the guidelines issued by the RBI, the Bank transfers the amount to the credit of any account
which has not been operated upon for a period of ten years or any deposit or any amount remaining unclaimed for
more than ten years to the DEA Fund. Details of amounts transferred to / reimbursed by DEA Fund are set out

below:
(Amount in X Crore)
Particulars March 31, 2023 March 31, 2022
Opening balance of amounts transferred to DEA Fund 248.65 212.03
Add: Amounts transferred to DEA Fund during the year 38.88 40.99
Less: Amounts reimbursed by DEA Fund towards claims 7.85 4.37
Closing balance of amounts transferred to DEA Fund 279.68 248.65
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1.11.  Disclosure of complaints
A. Summary information on complaints received by the bank from customers and from the Offices of
Ombudsman
SL. . Year ended | Year ended
No. Particulars March 31, March 31,
2023 2022
Complaints received by the bank from its customers
1 Number of complaints pending at beginning of the year 5,390 3,498
2 Number of complaints received during the year 170,278 160,857
3 Number of complaints disposed during the year 169,804 158,965
3.1. Of which, number of complaints rejected by the bank 73,002 61,018
4 Number of complaints pending at the end of the year 5,864 5,390
Maintainable complaints received by the bank from Offices of Ombudsman
Number of maintainable complaints received by the bank from Office of]
1,049 569
Ombudsman
5.1. Of which, number of complaints resolved in favour of the Bank by Office of]
467 245
5 Ombudsman ' ' _
5.2. Of which, number of complaints resolved through conciliation/ 57 324
mediation/advisories issued by Office of Ombudsman
5.3. Of which, number of complaints resolved after Passing of Awards by Office
of Ombudsman against the bank ) )
6 Number of Awards unimplemented within the stipulated time (other than those ) i
appealed)
Note: Maintainable complaints refer to complaints on the grounds specifically mentioned in Integrated Ombudsman
Scheme, 2021 (Previously Banking Ombudsman Scheme, 2006) and covered within the ambit of the Scheme.

B) Top Five grounds of complaints received by the Bank from customers.

Number of % increase/
Grounds of . Number of (decrease) in the Number of Of 5, number of
. complaints . . .
complaints, . complaints number of complaints complaints
. . . pending at the . . . . .
(i.e. complaints relating .. received during complaints pending at the end |pending beyond 30
beginning of the .
to) ear the year received over the of the year days
y previous year
1 2 3 4 5 6
March | March | March | March | March | March | March | March | March | March
31,2023 | 31, 2022 | 31, 2023 | 31, 2022 | 31, 2023 | 31, 2022 31, 2023 | 31, 2022 | 31, 2023 | 31, 2022
ATM/Debit Cards 2,038 2,481] 109,776] 117,181 (6.32) (0.62) 2,353 2,038 263 218
Interqet/Moblle/Electromc 3,288 360 50,612 36,367 39.17 86.09 3,086 3,288 81 795
Banking
Loans and advances 31 44 2,659 1,799 47.80 36.81 25 31 - -
Credit Cards 01 - 2,524 955| 164.29 * 334 01 64 -
Account ppenlng/dlfﬁculty 14 37 2,035 1212 67.90 (52.99) 27 14 - i
in operation of accounts
Others 18 76 2,672 3,343] (20.07)] (49.06) 39 18 - -
Total 5,390 3,498 170,278 160,857 - - 5,864 5,390 408 1,013

*-. The bank has introduced credit cards during the Financial Year 2021-22 and hence there are no comparable figures to
reported for the previous year.

1.12.  Details of penalties imposed by the Reserve Bank of India
(Amount in X Lakh)
Particulars March 31, 2023 March 31, 2022
a) Penalty imposed on currency chests
Number of instances of default 14 14
Quantum of penalty imposed 3.07 0.56
b) Penalty imposed on deficiency in regulatory compliances
Number of instances of default 81 4
Quantum of penalty imposed 630.65 0.40
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1.13. Disclosures on Remuneration
i) Qualitative disclosures

a) Information relating to the composition and mandate of the Nomination, Remuneration, Ethics and Compensation
Committee (or Remuneration Committee in short):

The Nomination, Remuneration, Ethics and Compensation Committee of the Board oversees the framing, review and
implementation of the compensation policy of the Bank, on behalf of the Board. As per the code of corporate governance
and code of conduct for the board of directors and management, The Committee shall consist of only Non-Executive Directors
and the minimum number of members shall be three. At least half of the members attending the meeting of the Remuneration
Committee shall be independent directors, of which one shall be a member of the Risk Management Committee of the Board.

As on March 31, 2023, the remuneration committee of the Board comprises of the following Independent Directors:
- Mr. A P Hota (Chairman)
- Mr. C Balagopal
- Mr. Siddhartha Sengupta
- Mr. Manoj Fadnis (wef. February 14, 2023)

Out of the above, Mr. Siddhartha Sengupta is also a member of Risk Management Committee of the Board.

The Nomination, Remuneration, Ethics and Compensation Committee of the Board functions with the following mandate, in
respect of matters related to remuneration:

1. To oversee the framing, review and implementation of an effective Compensation Policy, as per RBI Guidelines.
il. To review the compensation package for the MD & CEO and Executive Directors and recommend revisions for Board
approval.
iii. To consider and approve issuance and allotment of shares under ESOS to MD & CEO /EDs and employees of the
Bank.
iv. Work in coordination with Risk Management Committee of the Bank, to achieve effective alignment between risk

and remuneration.

b) Information relating to the design and structure of remuneration processes and the key features and objectives of
remuneration policy.

The Bank has formulated and adopted a comprehensive compensation policy covering all the employees and the policy is
reviewed on an annual basis. The policy covers all aspects of the compensation structure such as fixed pay, variable
compensation, perquisites, performance bonus, guaranteed bonus (joining/sign-on bonus), severance package, share-linked
instruments e.g. Employee Stock Option Scheme (ESOS), pension, gratuity, etc., taking into account the Guidelines issued
by Reserve Bank of India from time to time.

The objectives of the remuneration policy are four-fold:

= To align compensation with prudent risk taken
=  To drive sustainable performance in the Bank
=  To ensure financial stability of the Bank; and
=  To attract and retain talent

The compensation paid to the Chief Executive Officer (CEQ) / Whole Time Directors (WTDs) /Material Risk Takers
(MRTys) is divided into two components:

1. Fixed Pay and Perquisites: The fixed compensation is determined based on the relevant factors such as industry
standards, the exposure, skill sets, talent and qualification attained by the official over his/her career span and adherence
to statutory requirements. All the fixed items of compensation, including the perquisites, will be treated as part of fixed
pay. Perquisites that are reimbursable would also be included in the fixed pay so long as there are monetary ceilings on
these reimbursements. Contributions towards superannuation/retiral benefits will also be treated as part of fixed pay.

2. Variable Compensation: The variable compensation for Whole Time Directors, Managing Director & Chief Executive
Officer and Material Risk Takers is fixed based on organizational performance (both business-unit and firm-wide) and
KPAs set for the official. The organization’s performanlcg 0is charted based on Performance Scorecard which takes into
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account various financial indicators like revenue earned, cost incurred, profit earned, NPA position and other intangible
factors like leadership and employee development. The Scorecard provides a mix of Financial and Non-Financial,
Quantitative and Qualitative Metrics. Additionally, serious supervisory observations (if any) are also factored. The
variable pay is paid in the form of share-linked instruments, or a mix of cash and share-linked instruments.

Risk, Control and Compliance Staff: Members of staff engaged in financial and risk control, including internal audit, are
compensated in a manner that is independent of the business areas they oversee and commensurate with their key role in the
bank. The total fixed and variable compensation paid out to the employees in the Risk Control and Compliance Function is
decided independent of business parameters. The mix of fixed and variable compensation for control function personnel is
weighted in favour of fixed compensation, to ensure autonomy and independence from business goals.

Grander Compensation Package to Executives in Level IV and above: The Compensation package applicable to
Executives in Level IV and above are governed under the provisions of Grander Compensation Package, a performance
linked pay structure implemented in the Bank with effect from May 01, 2017. Annual Increment under the “Grander
Compensation Package” will depend on the annual performance rating of the Executive concerned.

Compensation paid to Employees on IBA Package: The compensation paid to Award Staff and Officers coming under
Scale I to III is fixed based on the periodic industry level settlements with Indian Banks’ Association. The present scale of
pay and other service conditions applicable to employees, whose compensation package is governed under IBA package is
as per provisions of 11" Bipartite Settlement/ Joint note dated November 11, 2020.

¢) Description of the ways in which current and future risks are taken into account in the remuneration processes.

For the purpose of effectively aligning compensation structure with risk outcomes, the functionaries in the Bank are arranged
under the following three categories:

1. MD & CEO/Whole Time Directors/ Material Risk Takers (MRTs)
2. Risk Control and Compliance Staff
3. Other Categories of Staff

In order to manage current and future risk and allow a fair amount of time to measure and review both quality and quantity
of the delivered outcomes, the Bank maintains proper balance between fixed pay and variable pay. A significant portion (i.e.
at least 50 per cent) of total compensation payable to MD & CEO, Whole Time Directors and Material Risk Takers (MRTs)
is variable.

Committees to mitigate risks caused by an individual decision.

In order to further balance the impact of market or credit risks caused to the Bank by an individual decision taken by a senior
level executive, MD & CEO or ED, the bank has constituted various committees to take decisions on various aspects:

e  Credit limits are sanctioned by committees at different levels.

e Investment decisions of the Bank are taken and monitored by Investment committee and there is an upper limit in
treasury dealings where individual decisions can be taken.

e Interest rates on asset and liability products for different buckets are decided and monitored by the Asset Liability
Committee of the Board (ALCO). Banks’ exposures to liquidity risk are also monitored by ALCO.

Hedging

No compensation scheme or insurance facility would be provided by the Bank to employees to hedge their compensation
structure to offset the risk alignment mechanism (deferral pay and claw back arrangements) embedded in their compensation
arrangement. Appropriate compliance arrangements have been established to ensure that employees do not insure or hedge
their compensation structure.

Committee of Management for reviewing the linkage of Risk Based Performance with Remuneration (ED Level
Committee): The ED Level Committee, comprising of ED and Heads of Risk Division and HR Department would assist the
Nomination and Remuneration Committee of the Board to monitor, review and control various risks and to balance prudent
risk taking with the compensation paid out to top Executives, WTDs and other employees.
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d) Linkage of performance during a performance measurement period with levels of remuneration.

The Bank’s performance is charted based on performance scorecard which takes into account various financial indicators
like revenue earned, cost deployed, and profit earned, NPA position and other intangible factors like leadership and employee
development. Variable pay is paid purely based on performance and is measured through Scorecard for MD & CEO / EDs.
The scorecard provides a mix of financial and non-financial, quantitative and qualitative metrics.

The compensation package applicable to Executives in Level IV to VII was earlier fixed and governed based on the periodical
industry level settlements under IBA pattern. To make the Compensation Structure market driven and competitive, a new
performance-based compensation package called “Grander Compensation Package” has been introduced for Executives in
Level IV (Associate Vice President / Assistant Vice President) and above with effect from May 01, 2017.

The compensation paid to other officials that include Award Staff, Officers coming under Scale I to III is fixed based on the
periodic industry level settlements with Indian Banks Association.

¢) Bank's policy on deferral and vesting of variable remuneration and criteria for adjusting deferred remuneration
before vesting and after vesting.

MD & CEOQO, Whole Time Directors and Material Risk Takers (MRTSs).

Deferral of Variable Pay: For MD & CEO, Whole Time Directors and Material Risk Takers (MRTs) deferral arrangements
would invariably exist for the variable pay, regardless of the quantum of pay. For such executives of the bank, a minimum
of 60% of the total variable pay must invariably be under deferral arrangements. Further, if cash component is part of variable
pay, at least 50% of the cash bonus would also be deferred. However, in cases where the cash component of variable pay is
under  0.25 crore, deferral requirements would not be necessary.

Period of Deferral Arrangement: The deferral period would be minimum of three years. This would be applicable to both
the cash and non-cash components of the variable pay.
Vesting: Deferred remuneration would either vest fully at the end of the deferral period or be spread out over the course of
the deferral period, subject to the following conditions:

e The first such vesting will be not before one year from the commencement of the deferral period.
e The vesting will be no faster than on a pro rata basis.
e Vesting will not take place more frequently than on a yearly basis.

In case of deferred compensation (cash component), the payment will be made as per the Schedule mentioned below.

Proportion of deferred Variable Pay Timelines*
50.00% Year N - Upfront
16.50% Year N +1
16.50% Year N +2
17.00% Year N+3

(* subject to approval of RBI for MD & CEO and WTD’s)

Risk Control and Compliance Staff

At least 25% of the total compensation would be variable and the total variable pay will be limited to a maximum of 100%
of the fixed pay (for the relative performance measurement period). Deferral arrangements would invariably exist for the
variable pay, if the Variable Pay exceeds 75% of the fixed pay. In such cases a minimum of 60% of the total variable pay
must invariably be under deferral arrangements. Further, if cash component is part of variable pay, at least 50% of the cash
bonus would also be deferred. However, in cases where the cash component of variable pay is under X 0.25 crore, deferral
requirements would not be necessary.

Other categories of Staff

The variable pay would be in the form of cash, share-linked instruments, or a mix of both cash and share-linked instruments.
The total variable pay will be limited to a maximum of 300% of the fixed pay (for the relative performance measurement
period). Deferral arrangements would invariably exist for the variable pay, if the Variable Pay exceeds 200% of the fixed
pay. In such cases a minimum of 60% of the total variable pay must invariably be under deferral arrangements. Further, if
cash component is part of variable pay, at least 50% of the cash bonus would also be deferred. However, in cases where the
cash component of variable pay is under X 0.25 crore, deferral requirements would not be necessary.
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Malus / Claw back arrangement
The variable compensation is covered under Malus / Claw back arrangements in case of all categories of employees. In the
event of subdued or negative contributions of the bank and/or the relevant line of business in any year, the deferred
compensation will be subjected to:

e  Malus arrangement wherein Bank shall withhold vesting of all or part of the amount of deferred remuneration.

e Claw back arrangement wherein the employees shall be liable to return previously paid or vested remuneration to the
bank. The deferred compensation, if any, paid to such functionaries shall be subject to Claw back arrangements, which
will entail the Bank to recover proportionate amount of variable compensation from such functionaries, on account of
an act or decision taken by the official which has brought forth a negative contribution to the Bank at a prospective stage.

The malus and claw back provisions would cover the deferral and retention periods. If an Official covered under these
provisions is responsible for any act or omission or non-compliance of regulatory guidelines resulting in a penalty being
imposed by any Regulators or engages in a detrimental conduct, the Bank would be entailed to recover proportionate amount
of variable compensation from such functionaries within 48 months from the date of payment/vesting of variable
compensation. The Bank has put in place appropriate modalities, performance thresholds and detailed framework to cover
the trigger points with or invoking malus/claw back, taking into account relevant statutory and regulatory stipulations, as
applicable.

f) Description of the different forms of variable remuneration

The variable pay is in the form of share-linked instruments, or a mix of cash and share-linked instruments. The Bank uses an
optimum and proper mix of cash (Performance Linked Incentive/Ex- Gratia) and share-linked instruments (Stock Options)
to decide the compensation of employees in all categories.

The distribution of Stock Options and variable Performance Linked Incentives are higher in top levels and is linked with their
performance measurements taken from Scorecards. This is done to align the compensation of senior staff with their
performance, risk and responsibility taken in higher assignments.

ii) Quantitative disclosures

The quantitative disclosures include only Whole Time Directors/Chief Executive Officer/Material Risk Takers

Particulars March 31, 2023 March 31, 2022
Number of meetings held by the Remuneration Committee 3 6
(a) ?rgrlrrllfe rtlle financial year and remuneration paid to its %0.03 Crore %0.05 Crore
. Number of employees having received a variable 4
6] . . . 8 8
remuneration award during the financial year.
(ii) Number and total amount of sign-on/joining bonus - -
(b)
made during the financial year.
(iii) Details of severance pay in addition to accrued ) i
benefits if any.
. Cash — Nil
Cash —Nil ) Shares — Nil
Shares — Nil .
Share-linked instruments Share-linked
Total amount of outstanding deferred (Unvested Stock Options instruments (Unvested
(1) remuneration split into cash, shares and share- ranted after A rill())l Stock Options granted
(©) linked instruments and other forms g P ’ after April 01, 2021) -
2021) - 1,206,400 . .
. . . 619,000 Options having
Options having Fair Value .
Fair Value 0of 3 1.94
of ¥ 3.78 Crore.
Crore.
.. Total amount of deferred remuneration paid out in
(i1) . - -
the financial year.
Fixed -3 10.10 Crore Fixed - 3 9.02 Crore
. Variable - X 2.87 Crore Variable - X 2.70 Crore
Breakdown of amount of remuneration awards for the Deferred - 2 1.84 Crore Deferred - 21.94 Crore
(d) | financial year to show fixed and variable, deferred and . ’ . ’
non-deferred (Fal.r Value of 537,400 (Fal}r Value of 619,QOO
Options granted during the | Options granted during
year) the year)
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have been exercised.

Particulars March 31, 2023 March 31, 2022
Total amount of outstanding deferred | ¥ 3.78 Crore (Fair Value of | % 1.94 Crore (Fair Value
(1) remuneration and retained remuneration exposed | 1,206,400 Options granted | of 619,000 Options
to ex-post explicit and / or implicit adjustments. during the year) granted during the year)
(e) (ii) Total amount of reductions during the financial ) i
year due to ex- post explicit adjustments
Total amount of reductions during the financial
(iii) S - -
year due to ex- post implicit adjustments.
(f) | Number of MRTs identified. 9 9
(1) Number of cases where malus has been exercised. - -
.. Number of cases where clawback has been
(2) (i) exercised. ) )
(iii) Number of cases where both malus and claw back ) i

Note: Only the stock Options granted after April 01, 2021, i.e. after including Stock Options as a part of Variable Pay as per
the revised criteria given by RBI in its guidelines dated November 04, 2019 are included.
#Variable Pay includes one MRT who had retired from the service on 30.06.2022

iii) General Quantitative Disclosure

(Amount in X Crore)

Particulars March 31, 2023 March 31, 2022
(i) | The mean pay for the bank as a whole (excluding sub-staff) * 0.13 0.13
(i1) | The deviation of the pay of each of its WTDs from the mean pay.
e  Mr. Shyam Srinivasan, Managing Director & CEO 2.83 2.82
e  Mr. Ashutosh Khajuria, Executive Director 1.14 1.04
e  Ms. Shalini Warrier, Executive Director 1.19 0.98

*Mean pay is computed on annual fixed pay that includes basic salary, other allowances, and performance linked incentive / ex-gratia paid to the employees
along with the value of perquisites

iv) Remuneration (including sitting fees, profit related commission and honorarium) paid to non-executive directors during
the year is X 3.46 Crore (previous year X 2.82 Crore)

1.14. Other Disclosures

1.14.1.  The Key business ratios and other information:
Particulars March 31, 2023 | March 31, 2022
(i)  Interest Income as a percentage to Working Funds* (%) 7.13 6.77
(ii))  Non-interest income as a percentage to Working Funds* (%) 0.99 1.04
(iii)  Cost of Deposits (%) 4.58 4.33
(iv)  Net Interest Margin (%) ** 3.31 3.20
(v)  Operating Profit® as a percentage to Working Funds* (%) 2.04 1.86
(vi) Return on Assets [Based on Average Working Fund] *(%) 1.28 0.94
(vii) Business (Deposits less inter-bank deposits plus advances) per employee

) 29.36 25.61
(Amount in X Crore) ***

(viii) Profit per employee (Amount in X Crore) *** 0.23 0.15

*  Working Funds represent average of total assets as reported to RBI in Form X under Section 27 of the Banking
Regulation Act, 1949 during the year.

kk

**%*  Productivity ratios are based on average number of employees for the year.
$  Operating profit represents total income as reduced by interest expended and operating expenses.
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1.14.2. Bancassurance Business

Details of income earned from Bancassurance business:
(Amount in X Crore)

SI. No. Nature of Income March 31, 2023 March 31, 2022
1 For selling life insurance policies 86.47 62.76
2 For selling non-life insurance policies 26.69 22.29
Total 113.16 85.05

1.14.3. Marketing and distribution (excluding Bancassurance Business)

Details of income earned from marketing and distribution business:
(Amount in X Crore)

SI. No. Nature of Income March 31, 2023 March 31, 2022
1 For Wealth Management Services 21.10 12.11
2 Others - Etrade/PI1S/SGB/NPS/ASBA 9.28 11.21
Total 30.38 23.32

1.14.4 Priority Sector Lending Certificates (PSLC)

As per RBI Circular FIDD.CO.Plan.BC.23/04.09.01/2015-16 dated April 07, 2016 the PSLCs purchased and sold is given
below:
(Amount in X Crore)

March 31, 2023 March 31, 2022
Particulars Purchased Sold Purchased Sold
(Face value) (Face value) (Face value) (Face value)

PSLC — Agriculture - 2,433.00 200.00 -
PSLC — Micro Enterprises 4,850.00 - 2,250.00 -
PSLC — General - - 13,750.00 -

1.14.5. Provisions and Contingencies recognised in the Profit and Loss Account include:
(Amount in X Crore)

Provision debited to Profit and Loss Account MZ:?]: ;??;323 MY;:; gllljize(;izz
i) Provision towards Non-Performing Assets 591.34 611.11
ii) Provision for Non-Performing Investments (6.68) (1.56)
iii)  |Provision for Standard Assets 132.90 578.78
iv)  |Provision for Taxation® 1,033.91 646.26
V) Prov.1310n tpwards diminution in fair value of restructured assets, other 3233 33 44
contingencies, etc.
Total 1,783.80 1,868.03
@Amount of Provisions made for income-tax during the year
(Amount in X Crore)
Particulars Year ended Year ended
March 31, 2023 March 31, 2022
Provision for Income tax
a) Current tax 1,030.36 797.74
b) Deferred tax 3.55 (151.48)
Total 1,033.91 646.26

1.14.6. Implementation of IFRS converged Indian Accounting Standards (Ind AS)

The Ministry of Corporate Affairs (MCA), Government of India notified the Companies (Indian Accounting Standards)
Rules, 2015 on February 16, 2015. Further, a press release dated January 18, 2016, was issued by the MCA outlining the
roadmap for implementation of IFRS converged Ind AS for banks. This roadmap required banks to prepare Ind AS based
standalone & consolidated financial statements for the accounting periods beginning April 01, 2018 onwards, with
comparatives for the periods ending March 31, 2018 or thereafter. RBI, through its notification dated February 11, 2016,
required all scheduled commercial banks to comply with Ind AS for financial statements from the stated periods and also
stated that early adoption of Ind AS is not permitted.

195



THE FEDERAL BANK LIMITED

SCHEDULE 18: NOTES TO ACCOUNTS FORMING PART OF THE FINANCIAL STATEMENTS FOR
THE YEAR ENDED MARCH 31, 2023 (Continued...)

The implementation of Ind AS by banks requires certain legislative amendments to make the format of financial statements,
prescribed in the Third Schedule to Banking Regulation Act, 1949, compatible with accounts under Ind AS. Considering the
amendments needed to the Banking Regulation Act, 1949, as well as the level of preparedness of several banks, RBI, through
its Statement on Developmental and Regulatory Policies dated April 05, 2018, had deferred the implementation of Ind AS
by a year.

The legislative amendments recommended by the Reserve Bank are under consideration of the Government of India.
Accordingly, RBI through its notification dated March 22, 2019 deferred the implementation of Ind AS till further notice.

Even though RBI has deferred the implementation, the Bank is gearing itself to bring the necessary systems and processes in
place to facilitate the Proforma submission to RBI and seamless transition to Ind AS. With respect to the various instructions
from the Ministry of Corporate Affairs and Reserve Bank of India (RBI), the actions taken by the Bank are summarized as
follows:

e A steering committee was formed by MD & CEO with ED as its Chairman with members from all cross-functional
departments. The Committee oversees the progress of Ind AS implementation in the Bank and provides guidance
on critical aspects of the implementation such as Ind AS technical requirements, systems and processes, business
impact, people and project management.

e The implementation of IT solution procured to automate the computation of Expected Credit Losses (ECL),
Effective Interest Rate, Fair valuation and other accounting changes required under Ind AS is completed and Bank
is generating extracts from the system on a half yearly basis.

e The Bank is now in the process of implementing the other assessed changes required in existing IT architecture and
other processes to enable smooth transition to Ind AS.

e The Bank is continuing to submit the quarterly progress report on the status of Ind AS implementation to the Audit
Committee of the Board.

e The Bank is submitting half yearly Proforma Ind AS financial statements to the RBI within the stipulated timeline.

e Training to the employees is imparted in a phased manner.

The key impact areas during the implementation of Ind AS for the Bank include effective interest rate accounting, fair
valuation inputs, methodologies and assumptions, specific valuation considerations in many instruments, expected credit
losses, employee stock options and implementation of technology systems.

1.14.7. Payment of DICGC Insurance Premium

(Amount in T Crore)

SL.No. Particulars March 31, 2023 March 31, 2022
i) Payment of DICGC Insurance Premium 221.27 204.89
ii) Arrears in payment of DICGC premium - -

1.14.8. Amortisation of expenditure on account of enhancement in family pension of employees of banks

As part of the 11" Bipartite Settlement/ Joint note dated November 11, 2020 between the banks and the workmen, among
other aspects, it was agreed that family pension shall be payable at the uniform rate of 30% of the Pay of the deceased
employee and that there shall be no ceiling on family pension, subject to the approval of Government of India.

The same was approved by Government of India vide letter dated August 25, 2021 and accordingly, family pension for the
employees covered under the 11" Bipartite Settlement/ Joint Note dated November 11, 2020 was revised. Based on the
request from Indian Banks association, Reserve Bank of India vide letter dated October 04, 2021 had permitted the banks
either to fully recognise the liability for enhancement of family pension as per the applicable accounting standards or amortize
over a period not exceeding five years beginning with the financial year ending March 31, 2022, subject to a minimum of
1/5th of the total amount involved being expensed every year.

The bank has opted to fully recognise and provide the liability for enhancement of family pension as per the applicable
accounting standards. Accordingly, during the financial year ended March 31, 2022, the bank has recognised and provided
the entire estimated additional liability amounting to ¥ 177.32 crore for enhancement of family pension. There is no
unamortised expenditure outstanding as on March 31,2022 for enhancement of family pension.
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1.14.9. Income and Expenses exceeding one percentage of the Total Income

Details of items under “Other expenditure” in Schedule 16 — Operating Expenses & “Miscellaneous income” in Schedule 14
— Operating Income exceeding 1% of total income of the Bank are given below:

(Amount in X Crore)

SIL No. Nature Description March 31,2023 | March 31, 2022

i) Other Expense | Service Charge payment to various service 314.10 249.68
providers

ii) Other Expense | Channel transaction expense to card networks 339.78 227.76

iii) Other Income Recoveries on assets previously written off 140.73" 179.14

*Not exceeded 1% of Total income of the Bank during the current year.

1.14.10. Assets and Liabilities exceeding one percentage of the Total Asset

Details of items under “Others (including provisions)” in Schedule 5 — Other Liabilities and provisions & “Others” in
Schedule 11 — Other Assets exceeding 1% of total assets of the Bank are given below:

(Amount in X Crore)

Sl. No.

Nature

Description

March 31, 2023

March 31, 2022

Other Assets

Priority sector shortfall deposits

13,116.79

10,994.14
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2. Disclosure requirements as per Accounting Standards where RBI has issued guidelines in respect of disclosure
items for ‘Notes to Accounts’

2.1. Employee Benefits (AS 15)

a) Defined Contribution Plan
Provident Fund

Employees who have not opted for pension plan are eligible to get benefits from provident fund, which is a defined
contribution plan. Aggregate contributions along with interest thercon are paid on retirement, death, incapacitation or
termination of employment. Both the employee and the Bank contribute a specified percentage of the salary to the Federal
Bank (Employees’) Provident Fund Trust. The Bank has no obligation other than the monthly contribution.

The Bank recognised X 0.65 Crore (previous Year: X 0.65 Crore) for provident fund contribution in the Profit and Loss
Account.

National Pension System

As per the industry level settlement dated April 27, 2010, a Defined Contributory Pension Scheme (DCPS) in line with the
National Pension System (introduced for employees of Central Government) was implemented and employees who are
covered under National Pension System are not eligible for the existing pension scheme. Employee shall contribute 10% of
their Basic Pay and Dearness Allowance towards DCPS and the Bank shall contribute 14% of the Basic Pay and Dearness
Allowance towards DCPS. There is no separate Provident Fund for employees covered under National Pension System.

The Bank recognised X 83.04 Crore (previous year: X 77.82 Crore) for DCPS contribution in the Profit and Loss Account.

b) Defined Benefit Plan
Gratuity

The Bank provides for Gratuity, a defined benefit retirement plan (the “Gratuity Plan”) covering the eligible employees. The
Gratuity Plan provides a lump sum payment to vested employees on retirement, death, incapacitation or termination of
employment, of an amount based on the respective employees’ salary and the tenure of employment. Vesting occurs upon
completion of 4 years and 240 days of service as per Payment of Gratuity Act, 1972 and its amendment with effect from
March 29, 2018 or as per the provisions of the Federal Bank Employees’ Gratuity Trust Fund Rules / Bi-partite Award
provisions. Liabilities with regard to the Gratuity Plan are determined by actuarial valuation as on the Balance Sheet date,
based upon which, the Bank contributes all the ascertained liabilities to the Federal Bank Employees’ Gratuity Trust Fund
(the “Trust”). Trustees administer contributions made to the Trust and contributions are invested in specific investments as
permitted by law.

Superannuation / Pension

The Bank provides for monthly pension, a defined benefit retirement plan (the “pension plan”) covering eligible employees.
The pension plan provides a monthly pension after retirement of the employees till death and to the family after the death of
the pensioner. The monthly pension is based on the respective employees’ salary and the tenure of employment. Vesting
occurs upon completion of ten years of service. Liabilities with regard to the pension plan are determined by actuarial
valuation as on the Balance Sheet date, based upon which, the Bank contributes all the ascertained liabilities to the Federal
Bank (Employees’) Pension Fund Trust (the “Trust”). Trustees administer contributions made to the Trust and contributions
are invested in specific investments as permitted by law.

The following table as furnished by actuary sets out the funded status of gratuity / pension plan and the amount recognised
in the Bank’s Financial Statements for the years indicated:

i) Change in benefit obligations:
(Amount in X Crore)

Gratuity Plan Pension Plan
Particulars March 31, | March 31, March 31, March 31,
2023 2022 2023 2022
Projected benefit obligation at the beginning of the year 451.29 467.81 1,747.94 1,486.28
Current Service Cost 30.56 29.27 381.76 388.95
Interest cost 31.45 31.79 116.86 70.65
Actuarial (gain)/ loss (7.48) (5.84) (165.37) 295.67
Benefits paid (65.09) (71.74) (379.63) (493.61)
Projected benefit obligation at the end of the year 440.73 451.29 1,701.56 1,747.94
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ii) Change in plan assets:
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(Amount in X Crore)

Gratuity Plan Pension Plan
Particulars March 31, March 31, March 31, March 31,
2023 2022 2023 2022
Plan assets at the beginning of the year at fair value 493.78 469.49 1,803.99 1,494.71
Expected return on plan assets 35.40 37.56 131.15 119.58
Actuarial gain/(loss) 0.01 1.67 0.09 12.35
Employer’s Contributions - 56.79 141.54 670.96
Benefits paid (65.09) (71.73) (379.63) (493.61)
Plan assets at the end of the year at fair value 464.10 493.78 1,697.14 1,803.99

iii) Reconciliation of present value of the obligation and the fair value of the plan assets:

(Amount in X Crore)

Gratuity Plan Pension Plan
Particulars March 31, March 31, March 31, March 31,
2023 2022 2023 2022

Fair value of plan assets at the end of the year 464.10 493.78 1,697.14 1,803.99
Present value of the defined benefit obligations at the end 440.73 451.29 1,701.56 1,747.94
of the year

Liability/ (Asset) recognised in the Balance Sheet (23.37) (42.49) 4.42 (56.05)

iv) Gratuity/ pension cost
(Amount in X Crore)
Gratuity Plan Pension Plan
Particulars March 31, March 31, March 31, March 31,
2023 2022 2023 2022

Current Service cost 30.56 29.27 381.76 388.95
Interest cost 31.45 31.79 116.86 70.65
Expected return on plan assets (35.40) (37.56) (131.15) (119.58)
Actuarial (gain)/loss (7.50) (7.51) (165.45) 283.32
Net Cost 19.11 15.99 202.02 623.34
Other direct contributions to the Fund - - (0.51) (37.52)
Net cost Debit to Profit and Loss account 19.11 15.99 201.51 585.82%
Actual return on plan assets* 35.42 39.23 131.23 131.93

* - Figures taken from Audited Financial Statements of respective trusts.

# - Includes entire additional liability of ¥ 177.32 Crore provided by Bank during the year ended March 31, 2022 pursuant to
the revision in family pension payable to employees of the Bank covered under 11" Bipartite Settlement/ Joint Note dated

November 11, 2020.

v) Investment details of plan Assets*

(Amount in X Crore)

Gratuity Plan Pension Plan
Particulars March 31, March 31, March 31, March 31,
2023 2022 2023 2022
Central and state Government bonds - - - -
Other debt securities - - - 5.00
Balance in Saving bank account with the Bank 0.86 2.07 13.04 3.90
Net current assets - - - 0.32
Balance with LIC/ABSL* 463.24 491.71 1,684.10 1,794.77
Total 464.10 493.78 1,697.14 1,803.99

* - Figures taken from Audited Financial statements of respective trusts.

# In the absence of detailed information regarding plan assets which is funded with Life Insurance Corporation of India
(LIC) and Aditya Birla Sun Life Insurance Company Limited (ABSL), the composition of each major category of plan

assets, the percentage or amount for each category to the fair value of plan assets has not been disclosed.
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vi) Experience adjustments

i) Gratuity Plan

(Amount in X Crore)

Particulars March March March March March March
31, 2023 31, 2022 31, 2021 31, 2020 31,2019 31, 2018
Defined Benefit Obligations 440.73 451.29 467.81 374.63 329.19 311.55
Plan Assets 464.10 493,78 469.49 369.30 33423 265.75
Surplus/(Deficit) 23.37 42.49 1.68 (5.33) 5.04 (45.80)
Experience adjustments on Plan
Liabilities [(Gain) / Loss] 2.78 8.09 (89.21) (10.09) (6.56) (7.08)
Experience Adjustments on Plan
Assets [Gain / (Loss)] 4.11 (7.67) 7.20 3.29 0.77 1.97
ii) Pension Plan
(Amount in X Crore)
Particulars March March March March March March
31,2023 31,2022 31,2021 31,2020 31,2019 31,2018
Defined Benefit Obligations 1,701.56 1,747.94 1,486.28 1,197.98 983.39 899.64
Plan Assets 1,697.14 1,803.99 1,494.71 1,129.93 978.09 893.06
Surplus/ (Deficit) (4.42) 56.05 8.43 (68.05) (5.30) (6.58)
Experience adjustments on Plan
Liabilities [(Gain) / Loss] (128.95) (342.70) (327.78) (95.10) (39.39) (33.27)
Experience Adjustments on Plan
Assets [Gain / (Loss)] 13.25 (0.49) 13.79 7.54 (3.14) 9.60
vii) Assumptions
Gratuity Plan Pension Plan
Particulars March March March March
31,2023 31, 2022 31, 2023 31, 2022
Discount rate 7.51% 7.36% 7.50% 7.25%
Annuity rate per Rupee (in ) - - 134.64 146.69
Salary escalation rate 5.00% 5.00% 5.00% 5.00%
Estimated rate of return on plan assets 7.17% 8.00% 7.27% 8.00%
Attrition Rate 2.00% 2.00% 1.00% 1.00%
IALM IALM IALM IALM
Mortality Table 2012-14 2012-14 2012-14 2012-14
Ultimate Ultimate Ultimate Ultimate

The estimates of future salary increase considered in actuarial valuation take account of inflation, seniority, promotion and
other relevant factors.

The expected rate of return on plan assets is based on the average long-term rate of return expected on investments of the
Fund during the estimated term of the obligations.

As the contribution expected to be paid to the defined benefit plans during the annual period beginning after the balance sheet
date is based on various internal / external factors, a best estimate of the contribution is not determinable.

The above information except otherwise stated is as certified by the actuary and relied upon by the auditors.

Leave Encashment/ Sick Leave / Leave Travel Concession / Unavailed Casual Leave

(©

The employees of the Bank are entitled to compensated absence. The employees can carry forward a portion of the unutilised
accrued compensated absence and utilise it in future periods or receive cash compensation at retirement or termination of
employment for the unutilized accrued compensated absence for a maximum of 240 days. The Bank records an obligation
for compensated absences in the period in which the employee renders the services that increase this entitlement. The Bank
measures the expected cost of compensated absence as the additional amount that the Bank expects to pay as a result of the
unutilised entitlement that has accumulated at the balance sheet date based on actuarial valuations.
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A sum of X 86.76 Crore (previous year X 111.94 Crore) has been provided towards the above liabilities in accordance with
AS 15 based on actuarial valuation.

The actuarial liability of compensated absences of accumulated privilege, sick, casual leave and leave travel concession of
the employees of the Bank is given below:

(Amount in X Crore)

Particulars March 31, 2023 March 31, 2022

Privilege leave 389.17 313.01
Sick leave 27.60 27.42
Leave travel concession 44.21 33.48
Casual leave 1.92 2.23
Total actuarial liability 462.90 376.14
Assumptions

Discount rate 7.51% 7.36%
Salary escalation rate 5.00% 5.00%
Attrition rate 2.00% 2.00%

The discount rate is based on the prevailing market yields of Government of India securities as at the Balance Sheet date for
the estimated term of the obligations.

The estimate of future salary increases considered, takes into account the inflation, seniority, promotion, increments and other
relevant factors.

The above information is as certified by the actuary and relied upon by the auditors.
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2.2. Segment Reporting (AS 17)
A. Business Segments

Business of the Bank is divided into four segments viz. Treasury, Corporate or Wholesale Banking, Retail Banking and Other
Banking Operations. The principal activities of these segments and income and expenses structure are as follows:

Treasury

Treasury operations include trading and investments in Government Securities and corporate debt instruments, equity and
mutual funds, derivative trading and foreign exchange operations on proprietary account and for customers.

The income of this segment primarily consists of earnings in the form of interest from the investment portfolio of the Bank,
gains, losses, margins and fee/charges on trading and foreign exchange operations. The principal expense of the segment
consists of interest expense on funds borrowed/utilized and other allocated overheads. Provisions allocated to the segment
consist of diminution in the value of non-performing portfolio of the segment.

Corporate/Wholesale Banking:

The segment consists of lending of funds, acceptance of deposits and other banking services to corporates, trusts, partnership
firms, statutory bodies which are not considered under retail banking segment.

Revenue of this segment consists of interest earned, charges /fees from loans and other banking services rendered to such
customers. The principal expenses of the segment consist of interest expenses on funds utilized and other expenses allocated
as per the methodology approved by the board of the Bank. Provisions allocated to the segment include the loan loss provision
and standard asset provision created for the portfolio under the segment.

Retail banking:

Retail banking constitutes lending of funds, acceptance of deposits and other banking services to any legal person including
small business customers, on the basis of the status of the borrower, nature of the product, granularity of the exposure and
quantum thereof.

Revenue of this segment consists of interest earned, charges /fees from loans and other banking services rendered to such
customers. The principal expenses of the segment consist of interest expenses on funds utilized and other expenses allocated
as per the methodology approved by the board of the bank. Provisions allocated to the segment includes the loan loss provision
and standard asset provision created for the portfolio under the segment.

As per the RBI Circular DOR.AUT.REC.12/22.01.001/2022-23 dated April 07, 2022 on establishment of Digital Banking
Unit (DBU), for the purpose of disclosure under 'Accounting Standard 17 - Segment Reporting', ‘Digital Banking’ has been
identified as a sub-segment of the existing ‘Retail Banking” segment by Reserve Bank of India (RBI). The DBU of the Bank
commenced operations during the quarter ended December 31, 2022 and accordingly the bank has disclosed the business
involving digital banking products acquired by DBU, together with existing digital banking products under the Digital
Banking segment.

Other Banking Operations

This segment includes banking operations, not covered under any of the above segments such as para banking operations.
The income from such services and associated costs are disclosed in this segment.

Unallocated
All items that are reckoned at enterprise level and cannot be allocated to reportable segments are included in unallocated
portion. These mainly includes provision for tax (net of advance tax), deferred tax asset/liability, fixed assets, cash and

balances in other bank current accounts, etc. Unallocated segment revenue consists of profit on sale of fixed assets, notice
pay on resignation of employees etc.
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The following table sets forth, for the years indicated, the business segment results:

March 31, 2023:
(Amount in X Crore)
Corporate/ Retail Other
Business Segments Treasury Wholesale Bankine Banking Total
. anking .
Banking Operations
Revenue 2,539.96 5,240.48 11,204.82 143.50 19,128.76
Result (net of provisions) 505.77 953.99 2,457.89 121.98 4,039.63
Unallocated Income / (expense) 4.87
Operating profit (PBT) 4,044.50
Income taxes (1,033.91)
Extraordinary profit/loss - - - - -
Net Profit 3,010.59
OTHER INFORMATION
Segment Assets 52,306.29 96,996.51 104,414.27 - 253,717.07
Unallocated assets 6,624.76
Total assets 260,341.83
Segment liabilities 29,138.18 24,244.09 182,777.23 - 236,159.50
Unallocated liabilities 2,676.09
Total liabilities 238,835.59
# Sub segments included in retail banking are as follows:
(Amount in X Crore)
Sub Segment Revenue Result (net of provision) | Segment Assets | Segment liabilities
Digital Banking 903.54 113.59 4,165.92 12,037.20
Other Retail Banking 10,301.28 2,344.30 100,248.35 170,740.03
March 31, 2022:
(Amount in X Crore)
Corporate/ Retail Other
Business Segments Treasury Wholesale Bankine Banking Total
. anking .
Banking Operations
Revenue 2,351.30 4,267.34 8,987.00 108.00 15,713.64
Result (net of provisions) 641.35 556.57 1,210.15 91.80 2,499.87
Unallocated Income / (expense) 36.21
Operating profit (PBT) 2,536.08
Income taxes (646.26)
Extraordinary profit/loss - - - - -
Net Profit 1,889.82
OTHER INFORMATION
Segment Assets 47,684.40 78,588.57 87,986.46 - 214,259.43
Unallocated assets 6,686.88
Total assets 220,946.31
Segment liabilities 18,021.89 18,679.06 162,985.55 - 199,686.50
Unallocated liabilities 2,465.97
Total liabilities 202,152.47
# Sub segments included in retail banking are as follows:
(Amount in X Crore)
Sub Segment Revenue Result (net of provisions) | Segment Assets | Segment liabilities
Digital Banking 567.72 68.80 2,043.46 6,275.64
Other Retail Banking 8,419.28 1,141.35 85,943.00 156,709.91

B. Geographical Segment Information

The Business operations of the Bank are largely concentrated in India and for purpose of Segment reporting, the Bank
considered to operate only in domestic segment, though the Bank has its operation in International Financial Services Centre
(IFSC) Banking Unit in Gujarat International Finance Tec-City (GIFT City). The business conducted from the same is
considered as a part of Indian operations.
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Segment information is provided as per the MIS available for internal reporting purposes, which include certain estimates/
assumptions. The methodology adopted in compiling and reporting the above information has been relied upon by the

auditors.

2.3. Related Party Disclosures (AS 18)
a) Details of Related Parties:

Subsidiaries, associates/joint ventures/other related entities

Name of the entity Nature of Relationship

Fedbank Financial Services Limited Subsidiary

Federal Operations and Services Limited Subsidiary

Ageas Federal Life Insurance Company Limited Associate

Equirus Capital Private Limited Associate

Federal Bank Hormis Memorial Foundation E.ntle n W.hICh KMPs can exercise
significant influence

Key Management Personnel

Name of the Key Management personnel Relatives of the Key | Description of
Management Personnel Relationships
* Mr. T S Srinivasan * Father
.. * Ms. Kamala Srinivasan * Mother
Mr. Shyam Srinivasan, .
Managing Director & CEO * Ms. Maya Shyam . ’ Wlfe
* Ms. Meena Lochani * Sister
* Ms. Rohini * Sister
Mr. Ashutosh Khajuria, * Ms. Sunita Khajuria . - Wife
Executive Director * Ms. Vasundhara Kha]'urFa * Daughter
* Ms. Yashodhara Khajuria * Daughter
Ms. Shalini Warrier, * Ms. Parvathi Warrier * Mother
Executive Director * Ms. Asha Warrier * Sister
b) Transactions with related parties
For the year ended March 31, 2023:
(Amount in T Crore)
cye . Key Relatives
Items/Related Party Subsidiaries | Associates | Management of KMP Total
Personnel
Deposits” 403.61 71.79 6.58 2.69 484.67
(403.86) (76.35) (6.79) (2.79) (489.79)
Advances® 333.17 - 0.17 0.07 333.41
(545.32) (1.04) (0.21) (0.10) (546.67)
Investments in shares” 465.80 232.01 i i 69781
(465.80) (232.01) - - (697.81)
Other investments (NCD, PTC held 234.70 - - - 234.70
through trust, etc) (234.70) - - - (234.70)
Interest paid 0.26 * 0.35 0.13 0.74
Interest received 60.01 0.13 0.01 0.01 60.16
Income from services rendered 10.72 86.53 - - 97.25
Expenses for receiving services 93.64 - - - 93.64
Leasing arrangements provided 0.01 - - - 0.01
Leasing arrangements availed 0.84 - - - 0.84
. 0.21 13.73 - - 13.94
Receivable * (1.36) (76.63) - : (77.99)
8.90 - - - 8.90
Payable* (19.72) i : S o
Directors sitting fee received - 0.31 - - 0.31
Remuneration paid - - 5.56 - 5.56
Dividend received 0.43 7.95 - - 8.38
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Cye . . Key Relatives
Items/Related Party Subsidiaries | Associates | Management of KMP Total
Personnel

Dividend paid - - 0.24 - 0.24
Share capital received on exercise of - - 2.31 - 2.31
ESOS

Number of options granted under ESOS - - 157,400 - 157,400
Number of options outstanding under - - 3,234,080 - 3,234,080
ESOS.

* Denotes figures less than X 1 Lakh.

# - Represents outstanding as on March 31, 2023

Figures in bracket indicate maximum balance outstanding during the year based on comparison of the total outstanding

balances at each month end.

In accordance with RBI guidelines, details pertaining to the related party transactions have not been provided where there is

only one related party in a category.

For the year ended March 31, 2022:

(Amount in X Crore)

Key .
Items/Related Party Subsidiaries | Associates | Management Roillzta;s Total
Personnel

Deposits’ 27.97 46.55 4.50 2.08 81.10
(71.63) (81.55) (4.66) (2.11) (159.95)
Advances® 570.94 ) 0.21 0.10 571.25
(761.72) (0.24) (0.11) (762.07)
Investments in shares” 46580 232.01 - - 697 81
(465.80) (232.01) (697.81)
Other investments (NCD, PTC held 234.70 234.70
through trust, etc) (234.70) ) i ) (234.70)
Interest paid 0.77 * 0.20 0.09 1.06
Interest received 76.99 0.11 0.01 * 77.11
Income from services rendered 9.41 62.76 - - 72.17
Expenses for receiving services 68.71 - - - 68.71
Leasing arrangements provided 0.01 - 0.01
Leasing arrangements availed 0.27 - - - 0.27
. 0.92 10.20 - - 11.12
Receivable * (0.92) (20.63) (21.55)
8.35 - - - 8.35
Payable® (12.05) (12.05)
Directors sitting fee received - 0.14 - - 0.14
Remuneration paid - - 5.92 - 5.92
Dividend received - 27.67 - - 27.67
Dividend paid - - 0.08 - 0.08

Share capital received on exercise of -
ESOS - . ] ]
Number of options granted under ESOS - - 226,000 - 226,000
I};Iélg;)er of options outstanding under ) ) 3,536,680 | 3,536,680

* Denotes figures less than X 1 Lakh.

# - Represents outstanding as on March 31, 2022

Figures in bracket indicate maximum balance outstanding during the year based on comparison of the total outstanding

balances at each month end.

In accordance with RBI guidelines, details pertaining to the related party transactions have not been provided where there is

only one related party in a category.
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The significant transactions between the Bank and the related parties during the year ended March 31, 2023 and March 31,
2022 are given below. A specified related party transaction is disclosed as a significant related party transaction wherever it
exceeds 10% of the aggregate value of all related party transactions in that category:

(Amount in X Crore)

. March 31, March 31,
Nature of Transaction Name of the Related party 2023 2022
Denosits Ageas Federal Life Insurance Company Limited 70.61 46.46
p Fedbank Financial Services Limited 392.39 20.09
Advances Fedbank Financial Services Limited 333.17 570.94
Investments in shares Ageas Federal Life Insurance Company Limited 208.00 208.00
Fedbank Financial Services Limited 455.80 455.80
Other investments (NCD, PTC | gy 1 Financial Services Limited 234.70 234.70
held through trust etc)
Mr. Shyam Srinivasan 0.29 0.15
Interest paid Fedbank Financial Services Limited -@ 0.60
Federal Operations and Services Limited 0.26 0.18
Interest received Fedbank Financial Services Limited 60.01 76.99
) Ageas Federal Life Insurance Company Limited 86.53 62.76
Income from services rendered - - —
Federal Operations and Services Limited 10.72 8.40
o ) Fedbank Financial Services Limited 34.07 26.03
Expenses for receiving services - - —
Federal Operations and Services Limited 59.56 42.68
Leasing arrangements availed Federal Operations and Services Limited 0.84 0.27
) ) Federal Operations and Services Limited 0.01 0.01
Leasing arrangements Provided - - - — @
Fedbank Financial Services Limited - *
Receivable Ageas Federal Life Insurance Company Limited 13.73 10.20
Fedbank Financial Services Limited 4.21 3.28
Payable ; 3 .
Federal Operations and Services Limited 4.68 5.07
) o ) Ageas Federal Life Insurance Company Limited 0.23 0.14
Directors sitting fee received - - - — 7
Equirus Capital Private Limited 0.08 -
Mr. Shyam Srinivasan 2.96 2.94
Remuneration paid Mr. Ashutosh Khajuria 1.27 1.52
Ms. Shalini Warrier 1.32 1.46
Dividend received Ageas Federal Life Insurance Company Limited 7.28 27.04
Dividend paid Mr. Shyam Srinivasan 0.14 0.05
ividend pai
Y P Mr. Ashutosh Khajuria 0.09 0.03
Share capital received on Mr. Ashutosh Khajuria 0.76 A
exercise of ESOS Ms. Shalini Warrier 1.55 H
Number of options granted Mr. Ashutosh Khajuria 91,000 113,000
under ESOS Ms. Shalini Warrier 66,400 113,000
Number of options outstanding | Mr. Ashutosh Khajuria 851,500 960,500
under ESOS Ms. Shalini Warrier 2,061,900 2,255,500

#Not significant related party transaction in FY 2021-22
@Not significant related party transaction in FY 2022-23

* Denotes figures less than X 1 Lakh.
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2.4. Deferred Tax Assets / Liability (AS 22)

The major components of deferred tax assets and deferred tax liabilities are as under:

(Amount in T Crore)

Particulars March 31, 2023 March 31, 2022
Deferred Tax Liability
Tax effect of items constituting deferred tax liability:
(i) Interest accrued but not due 198.40 148.15
(i1) Depreciation on Investments 3.37 3.77
(iii) Depreciation on Fixed assets 4.81 -
(11;2 1Special Reserve under Section 36(1)(viii) of the Income Tax Act, 23943 199.16
(v) Others 341 9.16
Total - (A) 449.42 360.24
Deferred Tax Asset
Tax effect of items constituting deferred tax assets:
(i) Interest/premium paid on purchase of securities 0.36 0.38
(i1) Provision for Standard Assets 364.54 331.09
(iii) Depreciation on Fixed assets - 2.65
(iv) Others 166.26 152.06
Total - (B) 531.16 486.18
Net Deferred tax liability/ (Asset) (A-B) (81.74) (125.94)
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3. Other Disclosures

3.1. Earnings Per Share (AS 20)

Basic and diluted earnings per equity share of the Bank have been computed in accordance with AS 20 — Earnings Per Share.
Basic earnings per equity share has been computed by dividing net profit for the period attributable to equity shareholders
by the weighted average number of equity shares outstanding during the year. Diluted earnings per equity share has been
computed by dividing the net profit for the period attributable to equity shareholders by the weighted average number of
shares outstanding during the period adjusted for the effect of all dilutive potential equity shares outstanding during the
period. The dilutive impact is on account of stock options granted to employees by the Bank.

The following table sets forth, for the years indicated, the computation of earnings per share.

Particulars March 31, 2023 March 31,2022
Earnings used in th'e computation of basic and diluted earnings per share (Net 3.010.59 1.889.82
profit after tax) (% in Crore)
Basic earnings per share (in %) 14.27 9.13
Effect of potential equity shares (in %) (0.14) (0.07)
Diluted earnings per share (in %) 14.13 9.06
Nominal value per share (in ) 2.00 2.00
Reconciliation between weighted average number of equity shares used
in computation of basic and diluted earnings per share
Basic weighted average number of equity shares outstanding (in Crore) 210.91 206.92
Add: Effect of potential number of equity shares for stock options 2.22 1.64
outstanding (in Crore)
Diluted weighted average number of equity shares outstanding (in Crore) 213.13 208.56

3.2. Share Capital

A. Equity Issue

During the year, the Bank has allotted 13,637,270 (previous year 1,547,231) equity shares consequent to exercise of ESOS
vested. Accordingly, the share capital increased by X 2.73 Crore (previous year X 0.31 Crore) and Reserves (share premium)
increased by % 92.40 Crore (previous year X 9.08 Crore).

During the year, the share capital of the Bank increased by X 0.35 Lakhs (previous year Nil) and Reserves (share premium)
increased by X 8.40 Lakhs (previous year Nil) consequent to allotment of 17,500 shares pertaining to Rights issue of 2007,
which were kept in abeyance following Orders from Courts.

Further, the share capital of the Bank increased by X 0.04 Lakhs (previous year Nil) and Reserves (share premium) increased
by % 0.53 Lakhs (previous year Nil) consequent to receipt of calls in arrears pertaining to 2,500 shares.

During the previous year, Bank had issued 104,846,394 equity shares of X 2 each for cash pursuant to a preferential allotment
at X 87.39 per share aggregating to X 916.25 Crore (including share premium). This resulted in an increase of X 20.97 Crore
in Share Capital and X 894.77 Crore (net of share issue expenses % 0.51 Crore) in Reserves (share premium) of the bank.

B. Subscribed and paid up capital includes:

(1) 16,590 equity shares of X 2/- each (previous year 16,590 equity shares of X 2/- each) issued for consideration
other than cash.

(i) 25,361,023 underlying equity shares of ¥ 2/- each (previous year 28,361,023 equity shares of X 2/- each) held by
custodian on behalf of holders of Global Depository Receipts (GDRs).

C. The following allotments are kept pending following Orders from various Courts:

6 Allotment of 6,530 equity shares of X 2/- each (previous year 6,530 equity shares of X 2/- each) pertaining to the
Rights issue of 1993 issued at a premium of X 5/- per share.

(i) 262,100 equity shares of X 2/- each (previous year 262,100 equity shares of X 2/- each) pertaining to the Rights
issue of 1996 issued at a premium of % 28/- per share.

(ii1)) 1,056,665 equity shares of X 2/- each (previous year 1,074,165 equity shares of ¥ 2/- each) at a premium of
48/- per share pertaining to Rights issue of 2007.
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Listing of shares and credit in demat account in respect of the following Bonus issues are kept in abeyance consequent
to injunction orders from various Courts.

6 396,670 equity shares of % 2/- each (previous year 406,670 equity shares of X 2/- each) out of the Bonus issue of
2004 and

(i) 597,005 equity shares of X 2/- each (previous year 612,005 equity shares of X 2/- each) out of the Bonus issue of
2015.

Listing of shares and subsequent credit in demat account of shareholders concerned respect of 10,000 equity shares out
of the Bonus issue of 2004 and 15,000 equity shares out of the Bonus issue of 2015 which were kept in abeyance were
executed on receipt of order from court during FY 2022-23.

D. Employee Stock Option Scheme (ESOS)
(i) Employee Stock Option Scheme 2010 (ESOS 2010)

Shareholders of the Bank had approved Employee Stock Option Scheme 2010 (ESOS 2010) through postal ballot, the result
of which was announced on December 24, 2010, enabling the Board and/or the “Compensation Committee” to grant such
number of equity shares, including options, of the Bank not exceeding 5% of the aggregate number of paid up equity shares
of the Bank, in line with the guidelines of SEBI. The options granted will vest based on the status of the employee on the
date of vesting, subject to the fulfilment of the performance criteria for the vesting. The exercise period would commence
from the date of vesting and will expire on the completion of five years from the date of vesting of options.

Stock option activity under the Scheme for the year ended March 31, 2023 is set out below:

. Weighted Weighted average
. . Range of exercise . .
Particulars No. of Options rices (3) average exercise remaining contractual
P price %) life (Years)

Out§tar}d1ng at the 8,277,686 28.63-112.35 5140 031
beginning of the year
Granted during the year - - - -
Exercised during the year 5,038,853 28.63-79.45 48.76 -
Forfeited/lapsed during the 1,678,963 28.63 - 62.00 44.09 i
year )
Outstanding at the end of 1,559,870 53.70 -112.35 6776 097
the year
}]?;(aerrmsable at the end of the 1,559,870 53.70 -112.35 6776 097

Stock option activity under the Scheme for the year ended March 31, 2022 is set out below:

. Weighted Weighted average
. . Range of exercise . i
Particulars No. of Options rices (3) average exercise remaining contractual
P price (3) life (Years)

Outstanding ~ at — the 9,196,193 |  28.63-112.35 50.80 176
beginning of the year
Granted during the year - - - -
Exercised during the year 918,047 28.63 - 62.00 45.45 -
Forfeited/lapsed during the 460 28.63 — 28.63 28.63 )
year
Outstanding at the end of 8,277,686 |  28.63-112.35 51.40 0.81
the year
Eé‘gmsable atthe end of the 8,277,686 |  28.63-11235 51.40 0.81

As per SEBI guidelines and the Guidance Note on “Accounting for Share-based Payments” issued by the ICAI, the
accounting for ESOS can be done either under the “Intrinsic value method” or “Fair value method”. The Compensation
Committee in their meeting dated May 10, 2012 decided to adopt “Intrinsic value method” for accounting of ESOS, in terms
of the power vested on them as per the resolution of EGM dated December 24, 2010. No cost has been incurred by the Bank
on ESOS issued to the employees of the Bank under the intrinsic value method during the year ended March 31,
2023(previous year Nil).
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ii) Employee Stock Option Scheme 2017 (ESOS 2017)

Shareholders of the Bank had approved The Federal Bank Limited Employee Stock Option Scheme 2017 (ESOS 2017) AGM
held on July 14, 2017, as a Special Resolution, enabling the Board and/or the “Compensation Committee” to grant such
number of equity shares, including options, of the Bank not exceeding 5% of the aggregate number of paid up equity shares
of the Bank, in line with the guidelines of SEBI. The options granted will vest based on the status of the employee on the
date of vesting, subject to the fulfilment of the performance criteria for the vesting. The exercise period would commence
from the date of vesting and will expire on the completion of five years from the date of vesting of options.

Stock option activity under the Scheme for the year ended March 31, 2023 is set out below:

NOTES TO ACCOUNTS FORMING PART OF THE FINANCIAL STATEMENTS FOR

. Weighted Weighted average
. . Range of exercise . .2,
Particulars No. of Options rices (3) average exercise remaining contractual
P price %) life (Years)

Outstanding  — at — the 77,129,660 | 38.30- 116.85 81.24 4.49
beginning of the year

Granted during the year*® 4,503,375 87.30-135.65 89.07 7.49
Exercised during the year 8,598,417 38.30-116.85 82.05 -
fjgfe“ed/ lapsed during the 750,956 38.30-116.85 64.12 :
Outstanding at the end of 72,283,662 38.30-135.65 81.81 3.83
the year

gé‘;msable atthe end of the 47,477,097 38.30-116.85 91.75 2.48
Stock option activity under the Scheme for the year ended March 31, 2022 is set out below:

. Weighted Weighted average
. . Range of exercise . .o
Particulars No. of Options rices (3) average exercise remaining contractual
P price %) life (Years)

Outstanding  ~at — the 74,926,966 | 38.30- 116.85 80.98 5.35
beginning of the year

Granted during the year™* 3,733,250 77.55-91.35 83.85 7.44
Exercised during the year 629,184 81.95-98.70 82.92 -
iggfelted/ lapsed during the 901,372 | 38.30-116.85 69.03 .
Outstanding at the end of 77,129,660 | 38.30- 116.85 81.24 4.49
the year

gé‘;msable atthe end of the 43,042,257 | 3830-116.85 94.96 2.87

*Details of options granted during the year ended March 31, 2023 are given below:

Date of grant

No. of options

Grant price

*

Granted (X per option)
June 18, 2022 4,258,375 87.30
July 07, 2022 35,000 95.55
October 07, 2022 150,000 120.85
November 14, 2022 5,000 135.05
January 10, 2023 5,000 135.65
February 17, 2023 50,000 130.25

*Details of options granted during the year ended March 31, 2022 are given below:
No. of options Grant price

Date of grant Gran[t)ed X per ogtion)
April 30, 2021 1,000,000 77.55
June 09, 2021 2,675,250 86.20
August 27,2021 33,000 78.20
January 10, 2022 25,000 91.35
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As per SEBI guidelines and the Guidance Note on “Accounting for Share based payments” issued by the ICAI, the accounting
for ESOS can be done either under the “Intrinsic value method” or “Fair value method”. The Compensation Committee in
their meeting dated May 10, 2012 decided to adopt “Intrinsic value method” for accounting of ESOS, in terms of the power
vested on them as per the resolution of EGM dated December 24, 2010.Accordingly options under the scheme are accounted
using the intrinsic value method except as stated otherwise. No cost has been incurred by the Bank on ESOS issued to the
employees of the Bank under the intrinsic value method during the year ended March 31, 2023 (previous year Nil).

In compliance with RBI guidelines, stock options granted to Whole Time Directors/Chief Executive Officer and Material
Risk Takers after the year ended March 31, 2021 have been accounted using fair value method. Accordingly, the Bank has
recognised X 1.11 Crore as employee cost in the Profit and Loss Account during the year ended March 31, 2023 (previous
year X 0.51 Crore).

The options were exercised regularly throughout the year and weighted average share price as per National Stock Exchange
price volume data during the year ended March 31, 2023 was X 116.59 (previous year X 88.68).

iii) Effect of Fair value method of accounting ESOS

If “Fair Value Method” had been adopted based on “Black-Scholes pricing model” for pricing and accounting of options
which are presently accounted using “Intrinsic Value Method”, net profit after tax would be lower by X 15.17 Crore (previous
yearX 21.10 Crore). The modified basic and diluted earnings per share for the year had the Bank followed Fair Value Method
for accounting of options which are presently accounted using intrinsic value method would be X 14.20 and X 14.07 (previous
year % 9.03 and 8.97) respectively.

Weighted average fair value of options granted during the years ended March 31, 2023 and March 31, 2022 are as follows:

Particulars March 31, 2023 March 31, 2022
Weighted average fair value of options
granted during the year (in ) 31.93 3053

The fair value of the options is estimated on the date of the grant using the Black-Scholes pricing model, with the following
assumptions:

Particulars March 31, 2023 March 31, 2022
Dividend yield 1% -2% 1% - 2%
Expected life (in years) 3-5 3-4.63

Risk free interest rate

5.00% -8.50%

5.00% - 7.75%

Expected volatility

20% - 50%

30% - 50%

How  expected  volatility  was
determined, including an explanation
of the extent to which expected
volatility was based on historical
volatility

Volatility is based on historical data
over the expected life of the option.

Volatility is based on historical data
over the expected life of the option.

The method used and the assumptions
made to incorporate the effects of
expected early exercise.

It is assumed that the options will be
exercised within the exercise period.

It is assumed that the options will be
exercised within the exercise period.

Whether and how any other features of
the option grant were incorporated into
the measurement of fair value, such as
a market condition

Stock price and risk free interest rate
are variables based on actual market
data at the time of valuation.

Stock price and risk free interest rate
are variables based on actual market
data at the time of valuation.

Note: The above information is certified by the actuary and relied upon by the auditors.

E. Dividend

The Board of Directors have recommended a dividend of 50% i.e. X 1.00/- per Equity Share on face value of X 2.00/- each
for the year 2022-23 (Previous Year X 1.80/- per Equity Share) subject to the approval of the members at the ensuing Annual
General Meeting.

In terms of Accounting Standard (AS) 4 "Contingencies and Events occurring after the Balance sheet date" the Bank has not
appropriated proposed dividend aggregating to ¥ 211.62 Crore from the Profit and loss account for the year ended March 31,
2023. However, the effect of the proposed dividend has been reckoned in determining capital funds in the computation of
Capital adequacy ratio.
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3.3. Fixed Assets

a) Fixed Assets as per Schedule 10 include Intangible Assets relating to Software and System Development
Expenditure. Details regarding the same are tabulated below:

(Amount in X Crore)

Particulars March 31, 2023 March 31, 2022

Gross Block

At the beginning of the year 370.81 305.14
Additions during the year 133.15 65.67
Deductions / Adjustments during the year - -
At the end of the year 503.96 370.81
Depreciation / Amortization

At the beginning of the year 261.07 227.18
Charge for the year 53.15 33.89
Deductions / Adjustments during the year - -
Depreciation to date 314.22 261.07
Net Block 189.74 109.74

b) Revaluation of Fixed Assets

During the year 1995-96, the appreciation of X 9.65 Crore in the value of land and buildings consequent upon revaluation by
approved valuer was credited to Revaluation Reserve. There has been no revaluation of assets during the years ended March
31, 2023 and March 31, 2022.

34. Leases (AS 19)

Lease payments for assets taken on operating lease are recognised as an expense in the Profit and Loss Account as per the
lease terms. During the year an amount of ¥ 192.72 Crore (previous year: X 174.16 Crore) was charged to Profit and loss

account.
The Bank has not sub-leased its properties taken on lease.
There are no provisions relating to contingent rent.

The terms of renewal/purchase options and escalation clauses are those normally prevalent in similar agreements. There are

generally no undue restrictions or onerous clauses in the agreements.

3.5. Provisions and Contingencies

a) Movement in provision for non-credit related* frauds included under other liabilities

(Amount in X Crore)

Particulars March 31, 2023 March 31, 2022
Opening balance 6.67 5.54
Additions during the year 23.16 1.13
Reductions during the year 0.10 -
Closing balance 29.73 6.67
* Provision for credit related frauds is included in Provision towards NPAs.
b) Movement in provision for debit and credit card reward points
(Amount in X Crore)
Particulars March 31, 2023 March 31, 2022
Opening provision 10.89 5.84
Provision made during the year 12.00 31.68
Reductions during the year 12.51 26.63
Closing provision * 10.38 10.89

* The closing provision is based on the actuarial valuation of accumulated debit and credit card reward points which has been
relied on by auditors. This amount will be utilized towards redemption of the debit and credit card reward points.

¢) Movement in provision for other contingencies

(Amount in X Crore)

Particulars March 31, 2023 March 31, 2022
Opening provision 76.47 42.22
Provision made during the year 11.10 35.88
Provision utilized for Write off during the year 0.78 1.15
Reductions during the year 1.48 0.48
Closing provision 85.31 76.47
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d) Movement in floating provision
(Amount in X Crore)

Standard Asset Provision NPA Provision
Particulars March 31, March 31, 2022 March 31, 2023 March 31, 2022
2023

Opening balance 12.75 12.75 69.18 69.18
Provision made during the year - - - -
Amount drawn down during the - - - -
year

Closing balance 12.75 12.75 69.18 69.18

3.6. Description of contingent liabilities:

a) Claims against the Bank not acknowledged as debts

These represent claims filed against the Bank in the normal course of business relating to various legal cases currently in
progress. These also include demands raised by income tax and other statutory authorities and disputed by the Bank.

b) Liability on account of forward exchange and derivative contracts

The Bank presently enters into foreign exchange contracts and interest rate swaps with interbank Counterparties and
Customers. Forward exchange contracts are commitments to buy or sell foreign currency at a future date at the contracted
rate. Interest rate swaps are commitments to exchange fixed and floating interest rate cash flows in the same currency based
on fixed rates or benchmark reference. The notional amounts of such foreign exchange contracts and derivatives provide a
basis for comparison with instruments recognised on the balance sheet but do not necessarily indicate the amounts of future
cash flows involved or the current fair value of the instruments and, therefore, do not indicate the Bank’s exposure to credit
or price risks. The fluctuation of market rates and prices cause fluctuations in the value of these contracts and the contracted
exposure become favorable (assets) or unfavorable (liabilities). The aggregate fair values of derivative financial assets and
liabilities can fluctuate significantly as the aggregate contractual or notional amount of derivative financial instruments on
hand can vary and the market rate fluctuations can decide the extent to which instruments are favorable or unfavorable.

¢) Guarantees given on behalf of constituents

As a part of its banking activities, the Bank issues guarantees on behalf of its customers to enhance their credit standing.
Guarantees represent irrevocable assurances that the Bank will make payments in the event of the customer failing to fulfill
its financial or performance obligations.

d) Acceptances, endorsements and other obligations

These include documentary credit issued by the Bank on behalf of its customers and bills drawn by the Bank's customers that
are accepted or endorsed by the Bank.

¢) Other items for which the bank is contingently liable

Includes Capital commitments and amount transferred to RBI under the Depositor Education and Awareness (DEA) Fund,
(Refer schedule 12 for amounts relating to Contingent Liabilities).

3.7. Inter-bank participation with risk sharing

The aggregate amount of participation purchased by the Bank, shown as advances as per regulatory guidelines, outstanding
as of March 31, 2023 was ¥ 4,813.29 Crore (previous year: X 3,275.14 Crore).

The aggregate amount of the participation issued by the Bank, reduced from advances as per regulatory guidelines,
outstanding as of March 31, 2023 was X 1,120.00 Crore (previous year: X 1,300.00 Crore).

3.8. Provision for Long Term contracts

The Bank has a process whereby periodically all long term contracts (including derivative contracts) are assessed for material
foreseeable losses. At the year end, the Bank has reviewed and recorded adequate provision as required under any
Law/Accounting Standards for material foreseeable losses on such long term contracts (including derivative contracts) in the
books of account and disclosed the same under the relevant notes in the financial statements.

3.9. Corporate Social Responsibility (CSR)

a) The gross amount required to be spent by the Bank on Corporate Social Responsibility (CSR) related activities during
the year ended March 31, 2023, was X 43.88 Crore (previous year X 39.89 Crore).
b) The amount approved by the Board of the bank to be spent during the year was % 43.88 Crore (previous year X 40.06

Crore).
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¢) Amount spent/transferred to separate CSR unspent account during the year is given below:
The following table sets forth, for the years indicated, the amount spent by the Bank on CSR related activities.

(Amount in X Crore)

March 31, 2023 March 31, 2022
SL Particulars Spent Transferred to Spent Transferred to
No. during the [separate CSR Total during the separate CSR| Total
year unspent a/c year unspent a/c

Construction /

1. | acquisition of any - - - - - -
asset

2, | Onpurpose other than 30.86* 15.97 46.83* 36.77 329 | 40.06
(1) above

*Includes T 2.95 Crore spent from unspent CSR account pertaining to ongoing projects of FY22.

The following table sets forth the summary of amount pertaining to ongoing projects transferred to separate CSR unspent
account:

(Amount in X Crore)

Amount Amount spent during the Amount
Opening Balance required to be year transferred to Closing Balance
Year in Separate CSR s qen ¢ durin From From Separate CSR | in Separate CSR
Unspent A/c P the vear g Bank’s Separate CSR unspent A/c Unspent A/c
y Alc Unspent A/c | during the year
2021-22 - 39.89 36.77 - 3.29 3.29
2022-23 3.29 43.88 2791 2.95 15.97 16.31

The following table sets forth, for the years indicated, the details of related party transactions pertaining to CSR related
activities as per Accounting Standard (AS) 18, Related Party Disclosures.

(Amount in X Crore)

SI. No. Related Party March 31, 2023 March 31, 2022
1 Federal Bank Hormis Memorial Foundation* 27.30 39.26
Total 27.30 39.26

*Federal Bank Hormis Memorial Foundation is a trust in which KMPs of the Bank can exercise significant influence and is
the implementation agency for Bank’s CSR activities / programs / projects.

3.10. Investor Education and Protection Fund

There has been no delay in transferring amounts, required to be transferred to the Investor Education and Protection Fund by
the Bank during the years ended March 31, 2023 and March 31, 2022.

3.11. Small and Micro Industries

Under the Micro, Small and Medium Enterprises Development Act, 2006 which came into force from October 02, 2006,
certain disclosures are required to be made relating to Micro, Small and Medium enterprises. There have been no reported
cases of delays in payments to micro and small enterprises or of interest payments due to delays in such payments during the
years ended March 31, 2023 and March 31, 2022. The above is based on the information available with the Bank which has
been relied upon by the auditors.

3.12.  Disclosure under Rule 11(e) of the Companies (Audit and Auditors) Rules, 2014

No funds have been advanced or loaned or invested (either from borrowed funds or share premium or any other sources or
kind of funds) by the Bank to or in any other person(s) or entity (ies), including foreign entities (“Intermediaries”) with the
understanding, whether recorded in writing or otherwise, that the Intermediary shall lend or invest in party identified by or
on behalf of the Bank (“Ultimate Beneficiaries”). The Bank has not received any fund from any party(s) (Funding Party)
with the understanding that the Bank shall whether, directly or indirectly lend or invest in other persons or entities identified
by or on behalf of the Bank (“Ultimate Beneficiaries”) or provide any guarantee, security or the like on behalf of the Ultimate
Beneficiaries.

3.13. Letter of Comfort

The Bank has not issued any letters of comfort (LoC) on behalf of its subsidiaries during the years ended March 31, 2023

and March 31, 2022.
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INDEPENDENT AUDITORS' REPORT
To the Members of The Federal Bank Limited
Report on the Audit of the Consolidated Financial Statements
Opinion

We have audited the accompanying consolidated financial statements of The Federal
Bank Limited (hereinafter referred as the ‘the Bank’ or 'Holding Company’) and its two
subsidiaries (Holding Company and subsidiaries together referred to as ‘the Group’)
and its two associates which comprise the consolidated Balance Sheet as at March 31,
2023, the consolidated Profit and Loss Account and the consolidated Cash Flow
statement for the year then ended, and notes to the consolidated financial statements,
including a summary of significant accounting policies and other explanatory
information (hereinafter referred to as ‘the consolidated financial statements’).

In our opinion and to the best of our information and according to the explanations
given to us and based on the consideration of reports of other auditors on separate
audited financial statements of such subsidiaries and associates as were audited by
other auditors, the aforesaid consolidated financial statements give the information
required by the Banking Regulation Act, 1949 as well as the Companies Act, 2013 ('the
Act’) in the manner so required for banking companies and give a true and fair view in
conformity with accounting principles generally accepted in India, of the state of affairs
of the Group and its associates as at March 31, 2023, of its consolidated profit and
consolidated cash flows for the year ended on that date.

Basis for Opinion

We conducted our audit of the consolidated financial statements in accordance with
the Standards on Auditing (SAs) specified under section 143(10) of the Act. Our
responsibilities under those Standards are further described in the ‘Auditors’
Responsibilities for the Audit of the consolidated Financial Statements’ section of our
report. We are independent of the Group and its associates in accordance with the
“Code of Ethics” issued by the Institute of Chartered Accountants of India together with
the ethical requirements that are relevant to our audit of the consolidated financial
statements under the provisions of the Act and the Rules thereunder, and we have
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fulfilled our other ethical responsibilities in accordance with these requirements and
the Code of Ethics. We believe that the audit evidence obtained by us along with the
consideration of audit reports of other auditors referred to in the “"Other Matters”
paragraph below, is sufficient and appropriate to provide a basis for our audit opinion

on the consolidated financial statements.

Key Audit Matters

Key Audit Matters are those matters that, in our professional judgment, were of most
significance in our audit of the consolidated financial statements for the financial year
ended March 31, 2023. These matters were addressed in the context of our audit of
the consolidated financial statements as a whole, and in forming our opinion thereon,
and we do not provide a separate opinion on these matters. For each matter below,
our description of how our audit addressed the matter is provided in that context.

Description of Key Audit Matters

Key Audit Matters

How our audit addressed the Key Audit
Matters

Classification of Advances, Identification of Non-Performing Advances,
Income Recognition and Provision on Advances (Schedule 9 read with Note
5.2 of Schedule 17 and Note 1.8 of Schedule 18 to the consolidated financial

statements)

Advances include Bills purchased
and discounted, Cash credits,
Overdrafts, Loans repayable on
demand and Term loans. These
are further categorised as secured
by Tangible assets (including
advances against Book Debts),
covered by Bank/Government
Guarantees  and Unsecured
advances.

The Reserve Bank of India (‘RBI")
has prescribed the ‘Prudential
Norms on Income Recognition,

Asset Classification and
Provisioning’ in  respect of
advances for banks ('IRACP

Norms') for the identification and
classification of non-performing

Our audit approach / procedures towards

Classification of Advances, ldentification of

Non-performing Advances, Income

Recognition and Provision on Advances

included the following:

- Understanding and considering the Bank's
accounting policies for NPA identification
and provisioning and assessing
compliance with the prudential norms
prescribed by the RBI (IRACP Norms).

- Understanding, evaluation and testing the
design and operating effectiveness of key
controls  (including  system  based
automated controls) for identification and
provisioning of impaired accounts based
on the extant guidelines on IRACP laid
down by the RBI.

- Performing other procedures including
substantive audit procedures covering the
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assets ('NPA’) and the minimum
provision required for such assets.

The identification of performing
and non-performing advances
(including advances restructured
under applicable IRACP Norms)
involves establishment of proper
mechanism and the Bank is
required to apply significant
degree of judgement to identify
and determine the amount of
provision required against each
advance applying both
quantitative as well as qualitative
factors  prescribed by the
regulations.

Significant ~ judgements  and

estimates for NPA identification

and provisioning could give rise to
material misstatements on:

- Completeness and timing of
recognition of non-performing
assets in accordance with
criteria as per IRACP norms;

- Measurement of the provision
for non-performing assets
based on loan exposure,
ageing and classification of the
loan, realizable value of
security;

- Appropriate reversal of

unrealized income on the
NPAs.

Since  the classification  of
advances, identification of NPAs
and creation of provision on
advances (including additional
provisions on restructured
advances under applicable IRACP

vi.

Vil.

viii.

identification of NPAs by the Bank. These

procedures included:
Considering testing of the exception
reports generated from the application
systems where the advances have been
recorded.
Considering the accounts reported by
the Bank and other banks as Special
Mention Accounts (“SMA") in RBI's
central repository of information on
large credits (CRILC) to identify stress.
Reviewing account statements, drawing
power calculation, security and other
related information of the borrowers
selected based on quantitative and
qualitative risk factors
Reading of minutes of management
committee and credit committee
meetings and performing inquiries with
the credit and risk departments to
ascertain if there were indicators of
stress or an occurrence of an event of
default in a loan account or any product
Considering key observations arising
out of Internal Audits, Systems Audits,
Credit Audits and Concurrent Audits as
per the policies and procedures of the
Bank.
Considering the RBI Annual Financial
Inspection report on the Bank, the
Bank’s response to the observations
and other communication with RBI
during the year.
Examination of advances including
stressed/ restructured advances on a
sample basis with respect to
compliance with the RBI Master
Circulars / Guidelines.
Seeking independent confirmation of
account balances for sample borrowers.
Visits ~ to  branches/offices  and
examination of documentation and
other records relating to advances.
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Norms) and income recognition

on advances:

- Requires proper  control
mechanism and significant
level of estimation by the Bank;

- Has significant impact on the
overall financial statements of
the Bank;

we have ascertained this area as a

Key Audit Matter.

For Non- performing advances identified, we,
based on factors including stressed sectors
and account materiality, tested on a sample
basis the asset classification dates, reversal of
unrealized interest, value of available security
and provisioning as per IRACP norms. We
recomputed the provision for NPA on such
samples after considering the key input factors
and compared our measurement outcome to
that prepared by management.

Valuation of Investments, Identification of and provisioning for Non-
Performing Investments (Schedule 8 read with Note 5.1 of Schedule 17 and
Note 1.8 of Schedule 18 to the consolidated financial statements)

Investments include investments
made by the Bank in various

Government Securities, Bonds,
Debentures, Shares, Security
receipts and other approved
securities. RBI  Circulars and
directives, inter-alia, cover
valuation of investments,
classification  of  investments,

identification of non-performing

investments (‘NPI"), non-
recognition of income and
provisioning against non-

performing investments.

The valuation of each category
(type) of the aforesaid securities is
to be done as per the method
prescribed in circulars and
directives issued by the RBI which
involves collection of
data/information  from various
sources such as FIMMDA rates,
rates quoted on  BSE/NSE,
financial statements of unlisted
companies etc.

We identified valuation of
investments and identification of
NPI as a Key Audit Matter because

Our audit approach/procedures towards
Investments with reference to the RBI
Circulars/directives included the
understanding of internal controls and
substantive audit procedures in relation to
valuation, classification, identification of
non-performing investments (NPIs) and
provisioning/ depreciation related to
Investments. In particular -

We evaluated and understood the Bank’s
internal control system to comply with
relevant  RBI  guidelines  regarding
valuation, classification, identification of
NPIs, reversal of income on NPIs and
provisioning/ depreciation related to
investments;

We assessed and evaluated the process
adopted for collection of information from
various sources for determining market
value of these investments;

For the selected sample of investments in
hand, we tested accuracy and compliance
with the RBI Master Circulars and directions

by re-performing valuation for each
category of the security;
We carried out substantive audit

procedures to recompute independently
the provision to be maintained in
accordance with the circulars and directives
of the RBI. Accordingly, we selected
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of the management judgement
involved in determining the value
of certain investments (Bonds and
Debentures, Pass-through
certificates) based on applicable
Regulatory guidelines and the
Bank's  policies,  impairment
assessment for HTM book based
on management judgement, the
degree of regulatory focus and the
overall significance to the financial
results of the Bank.

samples from the investments of each
category and tested for NPIs as per the RBI
guidelines and recomputed the provision
to be maintained and if accrual of income is
in accordance with the RBI Circular for
those selected sample of NPlIs;

We tested the mapping of investments
between the Investment application
software and the financial statement
preparation software to ensure compliance
with the presentation and disclosure
requirements as per the aforesaid RBI
Circular/directions.

(iii)

Information Technology (‘IT’) Systems and Controls for financial reporting

The  Bank's  key financial
accounting and reporting
processes are highly dependent
on information systems including
automated controls in systems,
such that there exists a risk that
gaps in the IT control environment
could result in the financial
accounting and reporting records
being materially misstated.

The Bank uses several systems for
its overall financial reporting and
there is a large volume of
transactions being recorded at
multiple  locations  daily. In
addition, there are increasing
challenges to protect the integrity
of the Bank's systems and data
since cyber security has become a
more significant risk in recent
periods.

Due to the pervasive nature and
complexity of the IT environment
as well as its importance in relation
to accurate and timely financial
reporting, we have identified this
area as a Key Audit Matter.

As a part of our audit procedures for review of
the Bank’s IT systems and related controls for
financial reporting:

We tested the design and operating
effectiveness of the Bank's IT access
controls over the information systems that
are critical to financial reporting.

We tested sample IT general controls
(logical access, changes management and
aspects of IT operational controls). This
included testing that requests for access to
systems were reviewed and authorised. We
inspected requests of changes to systems
for approval and authorisation. We
considered the control environment
relating to various interfaces, configuration
and other application layer controls
identified as key to our audit.

We reviewed the Bank's controls over
opening and unauthorized operations in
internal/ office accounts

We reviewed key observations arising out
of audits conducted on the Bank's IT
systems during the year.

In addition to the above, we tested the
design and operating effectiveness of
certain automated controls that were
considered as key internal financial controls
over financial reporting. Where
deficiencies were identified, we sought
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explanations regarding compensating
controls or performed alternate audit
procedures. In addition, we understood
where relevant, changes made to the IT
landscape during the audit period and
tested those changes that had a significant
impact on financial reporting.

Assessment of Provisions and Contingent Liabilities (Schedules 5 and 12 read
with Notes 5.13 & 5.21 of Schedule 17 to the consolidated financial

statements)

Assessment of Provisions and
Contingent liabilities in respect of
certain litigations including Direct
and Indirect Taxes, various claims
filed by other parties not
acknowledged as debt (Schedule
12 to the consolidated financial
statements) and various employee
benefits schemes (Schedule 5 to
the consolidated financial
statements) was identified as a
significant audit area.

There is high level of judgement
involved in estimating the level of
provisioning required as well as in
the disclosure of both Provisions
and Contingent Liabilities in
respect of tax matters and other

legal claims.  The Bank’s
assessment is supported by the
facts of matter, their own

judgment, past experience, and
advice from independent legal/
tax consultants wherever
considered necessary.
Accordingly, unexpected adverse
outcomes may significantly impact
the Bank's reported profit and
state of affairs presented in the
Balance Sheet.

Our audit approach / procedures involved:
Obtaining an understanding of internal
controls relevant to the identification of
litigations and legal cases to be reported;
Understanding the current status of the
litigations/tax assessments for the Bank;
Examining recent  orders  and/or
communication received from various tax
authorities/ judicial forums and follow up
action thereon;

Evaluating the merit of the subject matters
identified as significant, with reference to
the grounds presented therein and
available independent legal / tax advice
including opinion of the Bank's tax
consultants;

Review of evaluation of the contentions of
the Bank through discussions, collection of
details of the subject matter under
consideration, the likely outcome and
consequent potential outflows on those
issues; and

Testing the design and operating
effectiveness of key controls over the
completeness and accuracy of the data, the
measurement of the fair value of the
schemes’ assets, understanding the
judgements made in determining the
assumptions used by management to value
the employee liabilities with specific
schemes and market practice;

Our audit procedures included an
assessment of the assumptions used by the
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benefit liabilities are calculated assumptions with relevant mortality tables,
with reference to multiple actuarial benchmarking inflation and discount rates
assumptions and inputs including against external market data. We verified
discount rate, rate of inflation and the value of plan assets to the statements
mortality rates. The valuation of provided by asset management companies
funded assets in respect of the managing the plan assets;

same is also sensitive to changes | - Verification of disclosures related

We determined the above area as consolidated financial statements.
a Key Audit Matter in view of
associated uncertainty relating to
the outcome of the matters which
requires application of judgment
in interpretation of law,
circumstances of each case and
estimates involved.

The valuations of the employee actuary by comparing life expectancy

in the assumptions. significant litigations, taxation matters and
Employee benefits liabilities in  the

Information other than the consolidated financial statements and Auditors’
Report Thereon

The Bank’'s Board of Directors is responsible for the other information. The Other
Information comprises the information in Basel Ill - Pillar 3 disclosures which we
obtained priorto the date of this auditors’ report, and Annual Report, which is expected
to be made available to us after that date (but does not include the standalone financial
statements, consolidated financial statements and our auditors’ reports thereon).

Our opinion on the consolidated financial statements does not cover the Other
Information and we do not express any form of assurance conclusion thereon.

In connection with our audit of the consolidated financial statements, our responsibility
is to read the other information identified above and, in doing so, consider whether
the other information is materially inconsistent with the consolidated financial
statements, or our knowledge obtained in the audit, or otherwise appears to be
materially misstated. If, based on the work we have performed on the other information
that we obtained prior to the date of this auditor’s report, we conclude that there is a
material misstatement of this other information, we are required to report that fact. We
have nothing to report in this regard.

When we read the Annual Report, if we conclude that there is a material misstatement
therein, we are required to communicate the matter to those charged with governance
under SA 720 'The Auditor’s responsibilities Relating to Other Information’.
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Responsibilities of Management and Those Charged with Governance for the
consolidated Financial Statements

The Bank’s Board of Directors is responsible for the matters stated in section 134(5) of
the Act, with respect to the preparation and presentation of these consolidated
financial statements that give a true and fair view of the consolidated financial position,
consolidated financial performance and consolidated cash flows of the Group
including its associates in accordance with the accounting principles generally
accepted in India, including the Accounting Standards specified under section 133 of
the Act, read with the relevant rules issued thereunder, provisions of Section 29 of the
Banking Regulation Act, 1949 and circulars and guidelines issued by the Reserve Bank
of India (‘RBI') from time to time. The respective Board of Directors of the entities
included in the Group and of its associates are responsible for maintenance of
adequate accounting records in accordance with the provisions of the Act for
safeguarding of the assets of the Group and its associates and for preventing and
detecting frauds and other irregularities; selection and application of appropriate
accounting policies; making judgments and estimates that are reasonable and
prudent; and design, implementation and maintenance of adequate internal financial
controls, that were operating effectively for ensuring the accuracy and completeness
of the accounting records, relevant to the preparation and presentation of the
consolidated financial statements that give a true and fair view and are free from
material misstatement, whether due to fraud or error, which have been used for the
purpose of preparation of the consolidated financial statements by the Directors of the
Bank, as aforesaid.

In preparing the consolidated financial statements, the respective Board of Directors
of the entities included in the Group and of its associates are responsible for assessing
the ability of the Group and of its associates to continue as a going concern, disclosing,
as applicable, matters related to going concern and using the going concern basis of
accounting unless management either intends to liquidate the Group or to cease
operations, or has no realistic alternative but to do so.

The respective Board of Directors of the entities included in the Group and of its
associates are also responsible for overseeing the financial reporting process of the
Group and of its associates.

Auditors’ Responsibilities for the audit of the consolidated financial statements

Our objectives are to obtain reasonable assurance about whether the consolidated
financial statements as a whole are free from material misstatement, whether due to
fraud or error, and to issue an auditors’ report that includes our opinion. Reasonable
assurance is a high level of assurance, but is not a guarantee that an audit conducted
in accordance with SAs will always detect a material misstatement when it exists.
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Misstatements can arise from fraud or error and are considered material if, individually
or in the aggregate, they could reasonably be expected to influence the economic
decisions of users taken on the basis of these consolidated financial statements.

As part of an audit in accordance with SAs, we exercise professional judgment and
maintain professional skepticism throughout the audit. We also:

Identify and assess the risks of material misstatement of the consolidated financial
statements, whether due to fraud or error, design and perform audit procedures
responsive to those risks, and obtain audit evidence that is sufficient and
appropriate to provide a basis for our opinion. The risk of not detecting a material
misstatement resulting from fraud is higher than for one resulting from error, as
fraud may involve collusion, forgery, intentional omissions, misrepresentations, or
the override of internal control.

Obtain an understanding of internal control relevant to the audit in order to design
audit procedures that are appropriate in the circumstances. Under section 143(3)(i)
of the Act, we are also responsible for expressing our opinion on whether the Bank
has adequate internal financial controls system with reference to consolidated
financial statements in place and the operating effectiveness of such controls.

Evaluate the appropriateness of accounting policies used and the reasonableness
of accounting estimates and related disclosures in the consolidated financial
statements made by management.

Conclude on the appropriateness of management'’s use of the going concern basis
of accounting and, based on the audit evidence obtained, whether a material
uncertainty exists related to events or conditions that may cast significant doubt on
the appropriateness of this assumption. If we conclude that a material uncertainty
exists, we are required to draw attention in our auditors’ report to the related
disclosures in the consolidated financial statements or, if such disclosures are
inadequate, to modify our opinion. Our conclusions are based on the audit
evidence obtained up to the date of our auditors’ report. However, future events or
conditions may cause the Group and its associates to cease to continue as a going
concern.

Evaluate the overall presentation, structure and content of the consolidated
financial statements, including the disclosures, and whether the consolidated
financial statements represent the underlying transactions and events in a manner
that achieves fair presentation.

Obtain sufficient appropriate audit evidence regarding the financial information of
such entities or business activities within the Group and its associates to express an
opinion on the consolidated financial statements. We are responsible for the
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direction, supervision and performance of the audit of financial information of such
entities included in consolidated financial statements of which we are the
independent auditors. For the other entities included in the consolidated financial
statements, which have been audited by other auditors, such other auditors remain
responsible for the direction, supervision and performance of the audits carried
out by them. We remain solely responsible for our audit opinion. Our
responsibilities in this regard are further described under ‘Other Matters' in this
audit report.

Materiality is the magnitude of the misstatements in the consolidated financial
statements that, individually or aggregate, makes it probable that the economic
decisions of a reasonably knowledgeable user of the financial statements may be
influenced. We consider quantitative materiality and qualitative factors in (i) planning
of the scope of our audit work and evaluating the results of our work; and (ii) to evaluate
the effect of any identified misstatement in the financial statements.

We communicate with those charged with governance of the Bank and such other
entities included in the consolidated financial statements of which we are the
independent auditors regarding, among other matters, the planned scope and timing
of the audit and significant audit findings, including any significant deficiencies in
internal control that we identify during our audit.

We also provide those charged with governance with a statement that we have
complied with relevant ethical requirements regarding independence, and to
communicate with them all relationships and other matters that may reasonably be
thought to bear on our independence, and where applicable, related safeguards.

From the matters communicated with those charged with governance, we determine
those matters that were of most significance in the audit of the consolidated financial
statements for the financial year ended March 31, 2023 and are therefore the key audit
matters. We describe these matters in our auditors’ report unless law or regulation
precludes public disclosure about the matter or when, in extremely rare circumstances,
we determine that a matter should not be communicated in our report because the
adverse consequences of doing so would reasonably be expected to outweigh the
public interest benefits of such communication.
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Other Matters

The Consolidated Financial Statements include the audited financial statements of
one subsidiary, whose financial statements/ financial information reflecting total
assets of Rs. 26.07 crores as at 31st March 2023, total revenues of Rs. 61.85 crores
and total net profit after tax of Rs. 4.78 crores for the year ended 31st March 2023,
and net cash inflow amounting to Rs.3.33 crores for the year ended on that date,
as considered in the Consolidated Financial Statements have been audited by one
of the joint auditors of the Bank whose reports have been furnished to us by the
management. The Consolidated Financial Statements also include the audited
financial of one subsidiary, whose financial statements/ financial information
reflecting total assets of Rs 9020.48 crores as at 31st March 2023, total revenues of
Rs 1225.97 crores and total net profit after tax of Rs 168.39 crores for the year
ended 31st March 2023 and net cash inflow amounting to Rs 384.92 crores for the
year ended on that date, as considered in the Consolidated Financial Statements
have been audited by another independent auditor, whose reports have been
furnished to us by the management. Our opinion on the Consolidated Financial
Statements, in so far as it relates to the amounts and disclosures included in respect
of these subsidiaries, as well as our report in terms of subsection (3) of Section 143
of the Act insofar as it relates to the aforesaid subsidiaries, is based solely on the
respective reports of the aforesaid joint auditor and other auditor.

The consolidated financial statements also include the Group's share of net profit
of Rs.34.06 crores for the year ended 31 March 2023, as considered in the
consolidated financial statements, in respect of two associates, whose financial
statements have not been audited by us. These financial statements have been
audited by other auditors whose report has been furnished to us by the
Management and our opinion on the consolidated financial statements, insofar as
it relates to the amounts and disclosures included in respect of its associates and
our report in terms of subsection (3) of Section 143 of the Act, insofar as it relates
to the aforesaid associates is based solely on the report of the other auditors.

Our opinion on the consolidated financial statements and our Report on Other Legal
and Regulatory Requirements below is not modified in respect of the above matters
and with respect to our reliance on the work done and the reports of the other auditors.

Report on Other Legal and Regulatory Requirements

As required by section 143(3) of the Act, based on our audit and the consideration of
the reports of the other auditors on separate financial statements of such subsidiaries
and associates as were audited by other auditors, as noted in the '‘Other Matters’
paragraph, we report that, to the extent applicable, that:
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We have sought and obtained all the information and explanations which to the
best of our knowledge and belief were necessary for the purpose of our audit of
the aforesaid consolidated financial statements;

In our opinion, proper books of account as required by law relating to
preparation of the aforesaid consolidated financial statements have been kept
so far as it appears from our examination of those books and the reports of the
other auditors;

The consolidated Balance Sheet, the consolidated Profit and Loss Account, the
consolidated Cash Flow Statement dealt with by this Report are in agreement
with the relevant books of account maintained for the purpose of preparation of
the consolidated financial statements;

In our opinion, the aforesaid consolidated financial statements comply with the
Accounting Standards specified under Section 133 of the Act, read with the
relevant rules issued thereunder to the extent they are not inconsistent with the
accounting policies prescribed by RBI;

On the basis of written representations received from the directors as on March
31, 2023 and taken on record by the Board of Directors of the Bank and the
reports of the statutory auditors of its subsidiaries and associates, none of the
directors of the Group companies and its associates is disqualified as on March
31, 2023 from being appointed as a director in terms of Section 164(2) of the
Act;

With respect to the adequacy of the internal financial controls over financial
reporting of the Bank with reference to the consolidated financial statements,
and the operating effectiveness of such controls, refer to our separate Reportin
“Annexure A" to this report;

With regard to matters to be included in the Auditor’s Report in accordance with
the requirements of Section 197(16) of the Act, in our opinion, being a banking
company, the remuneration to its directors during the year ended March 31,
2022 has been paid/provided by the Bank in accordance with the provisions of
section 35B (1) of the Banking Regulation Act, 1949, and;

In our opinion and according to the information and explanations given to us
and based on the report of the statutory auditors of subsidiaries and associates
which were not audited by us, the remuneration paid during the current year by
the subsidiary companies and an associate company to their directors is in
accordance with the provisions of Section 197 of the Act. The auditors of Ageas
Federal Life Insurance Company Limited, (Formerly known as IDBI Federal Life
Insurance Company Limited) (‘the associate’) have reported, managerial
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remuneration is governed u/s 34A of the Insurance Act, 1938 and requires IRDAI
approval. Accordingly, the provisions of Section 197 read with schedule V to the
Act are not applicable, and hence reporting under Section 197(16) is not
required.

With respect to the other matters to be included in the Auditors’ Report in
accordance with the Companies (Audit and Auditors) Rules, 2014, as amended,
in our opinion and to the best of our information and according to the
explanations given to us:

The consolidated financial statements disclose the impact of pending litigations
on the consolidated financial position of the Group and its associates - Refer
Schedule 12 and Note No 1.13 under Schedule 18 to the consolidated financial
statements;

Provision as required, has been made in the consolidated financial statements,
as required under the applicable law or accounting standards, for material
foreseeable losses, if any, on long-term contracts including derivative contracts
- Refer Note 1.14 under Schedule 18 to the consolidated financial statements;

There has been no delay in transferring amounts, required to be transferred, to
the Investor Education and Protection Fund by the Bank or its subsidiaries and
associates during the year ended 31 March 2023;

a) The respective managements of the Holding Company, its subsidiaries and
its associates which are companies incorporated in India whose financial
statements have been audited under the Act, have represented to us and to
the other auditors of such subsidiaries and associates respectively that, to the
best of their knowledge and belief, as disclosed in the note 1.18 under
Schedule 18 to the consolidated financial statements, no funds have been
advanced or loaned or invested (either from borrowed funds or share
premium or any other sources or kind of funds) by the Holding Company or
any of such subsidiaries or associates to or in any other person(s) or entity(ies),
including foreign entities (‘Intermediaries’), with the understanding, whether
recorded in writing or otherwise, that the Intermediary shall, whether, directly
orindirectly lend or investin other persons or entities identified in any manner
whatsoever by or on behalf of the respective Holding Company or any of such
subsidiaries or associates (‘Ultimate Beneficiaries’) or provide any guarantee,
security or the like on behalf of the Ultimate Beneficiaries;

b) The respective managements of the Holding Company, its subsidiaries and
its associates, which are companies incorporated in India whose financial
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statements have been audited under the Act, have represented to us and the
other auditors of such subsidiaries and associates respectively that, to the
best of their knowledge and belief, as disclosed in the note 1.18 under
Schedule 18 to the consolidated financial statements, no funds (which are
material either individually or in the aggregate) have been received by the
respective Holding Company or any of such subsidiaries or associates from
any person(s) or entity(ies), including foreign entities (Funding Parties’), with
the understanding, whether recorded in writing or otherwise, that the
Holding Company or any of such subsidiaries or associates shall, whether,
directly or indirectly, lend or invest in other persons or entities identified in
any manner whatsoever by or on behalf of the Funding Party (‘Ultimate
Beneficiaries’) or provide any guarantee, security or the like on behalf of the
Ultimate Beneficiaries; and

c) Based on the audit procedures that have been considered reasonable and
appropriate in the circumstances performed by us and those performed by
the auditors of the Bank's subsidiaries and associates which are companies
incorporated in India whose financial statements have been audited under
the Act, nothing has come to our or other auditors’ notice that has caused us
or the other auditors to believe that the representations under sub-clause (i)
and (ii)of Rule 11(e), as provided under (a) and (b) above, contain any material
mis-statement.

v. The dividend declared and paid by the Holding Company, its subsidiaries, and
associates, where applicable, is in accordance with sec.123 of the Act

vi. As proviso to Rule 3(1) of the Companies (Accounts) Rules, 2014 is applicable
for the Bank only with effect from April 1, 2023, reporting under Rule 11(g) of
Companies (Audit and Auditors) Rules, 2014 is not applicable for the financial
year ended March 31, 2023.

For Varma & Varma For Borkar & Muzumdar
Chartered Accountants Chartered Accountants

FRN: 004532S FRN: 101569W

Vijay Narayan Govind Kaushal Muzumdar

Partner Partner

M. No.203094 M. No. 100938

UDIN: 23203094BGXYMC5010 UDIN: 23100938BGQQRI1840
Kochi Kochi

05th May 2023 05th May 2023
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Annexure A to the Independent Auditors’ Report of even date on the
consolidated financial statements of The Federal Bank Limited

Report on the Internal Financial Controls Over Financial Reporting with reference
to consolidated financial statements under Clause (i) of Sub-section 3 of Section
143 of the Companies Act, 2013 (“the Act”)

We have audited the internal financial controls over financial reporting with reference
to consolidated financial statements of The Federal Bank Limited (‘the Bank’), its
subsidiary companies and its associates which are companies incorporated in India, as
atMarch 31,2023 in conjunction with our audit of the consolidated financial statements
of the Bank for the year ended on that date.

Management’s Responsibility for Internal Financial Controls over Financial
Reporting

The Respective Board of Directors of the Bank, its subsidiaries and associates which
are companies incorporated in India, are responsible for establishing and maintaining
internal financial controls based on the internal control over financial reporting criteria
established by the respective companies considering the essential components of
internal control stated in the Guidance Note on Audit of Internal Financial Controls
Over Financial Reporting issued by the Institute of Chartered Accountants of India (the
‘ICAl'). These responsibilities include the design, implementation and maintenance of
adequate internal financial controls that were operating effectively for ensuring the
orderly and efficient conduct of its business, including adherence to the respective
company's policies, the safeguarding of its assets, the prevention and detection of
frauds and errors, the accuracy and completeness of the accounting records, and the
timely preparation of reliable financial information, as required under the Act.

Auditors’ Responsibility

Our responsibility is to express an opinion on the Bank's internal financial controls over
financial reporting with reference to the consolidated financial statements based on
our audit. We conducted our audit in accordance with the Guidance Note on Audit of
Internal Financial Controls Over Financial Reporting (‘the Guidance Note’) and the
Standards on Auditing (the ‘Standards’) as specified under section 143 (10) of the Act
to the extent applicable to an audit of internal financial controls, both issued by the
ICAI. Those Standards and the Guidance Note require that we comply with ethical
requirements and plan and perform the audit to obtain reasonable assurance about
whether adequate internal financial controls over financial reporting was established
and maintained and if such controls operated effectively in all material respects.

Our audit involves performing procedures to obtain audit evidence about the
adequacy of the internal financial controls system over financial reporting and their
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operating effectiveness. Our audit of internal financial controls over financial reporting
included obtaining an understanding of internal financial controls over financial
reporting, assessing the risk that a material weakness exists, and testing and evaluating
the design and operating effectiveness of internal control based on the assessed risk.
The procedures selected depend on the auditors’ judgement, including the
assessment of the risks of material misstatement of the financial statements, whether
due to fraud or error.

We believe that the audit evidence we have obtained and the audit evidence obtained
by the other auditors of the relevant subsidiaries and associates, in terms of their report
referred to in the Other Matters paragraph below is sufficient and appropriate to
provide a basis for our audit opinion on the Bank’s internal financial controls system
over financial reporting with reference to consolidated financial statements.

Meaning of Internal Financial Controls Over Financial Reporting

A bank’s internal financial control over financial reporting with reference to
consolidated financial statements is a process designed to provide reasonable
assurance regarding the reliability of financial reporting and the preparation of
financial statements for external purposes in accordance with generally accepted
accounting principles. A bank’s internal financial control over financial reporting with
reference to consolidated financial statements includes those policies and procedures
that (1) pertain to the maintenance of records that, in reasonable detail, accurately and
fairly reflect the transactions and dispositions of the assets of the bank; (2) provide
reasonable assurance that transactions are recorded as necessary to permit
preparation of financial statements in accordance with generally accepted accounting
principles, and that receipts and expenditures of the bank are being made only in
accordance with authorizations of management and directors of the bank; and (3)
provide reasonable assurance regarding prevention or timely detection of
unauthorized acquisition, use, or disposition of the bank’s assets that could have a
material effect on the consolidated financial statements.

Inherent Limitations of Internal Financial Controls Over Financial Reporting

Because of the inherent limitations of internal financial controls over financial reporting
with reference to consolidated financial statements, including the possibility of
collusion or improper management override of controls, material misstatements due
to error or fraud may occur and not be detected. Also, projections of any evaluation of
the internal financial controls over financial reporting with reference to consolidated
financial statements to future periods are subject to the risk that the internal financial
control over financial reporting with reference to consolidated financial statements
may become inadequate because of changes in conditions, or that the degree of
compliance with the policies or procedures may deteriorate.
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Opinion

In our opinion, the Bank, its subsidiaries and its associate companies have, in all
material respects, an adequate internal financial controls system over financial
reporting with reference to consolidated financial statements and such internal
financial controls over financial reporting were operating effectively as at March 31,
2023, based on the internal control over financial reporting with reference to
consolidated financial statements criteria established by the respective companies
considering the essential components of internal control stated in the Guidance Note
issued by the ICAL

Other Matters

1. Our aforesaid report under Section 143(3)(i) of the Act on the adequacy and
operating effectiveness of the internal financial controls over financial reporting in
so far as it relates to two subsidiaries and two associates, which are companies
incorporated in India, is based on the corresponding reports of the auditors of such
companies.

Our opinion on the Internal Financial Controls under Clause (i) of Sub-section 3 of
Section 143 of the Act is not modified in respect of the above matter with respect to
our reliance on the work done and the reports of the other auditors.

For Varma & Varma For Borkar & Muzumdar
Chartered Accountants Chartered Accountants

FRN: 004532S FRN: 101569W

Vijay Narayan Govind Kaushal Muzumdar

Partner Partner

M. No.203094 M. No. 100938

UDIN: 23203094BGXYMC5010 UDIN: 23100938BGQQRI1840
Kochi Kochi

05th May 2023 05th May 2023
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THE FEDERAL BANK LIMITED

CONSOLIDATED BALANCE SHEET AS AT MARCH 31, 2023

(% in Thousands)

Schedule As at As at
March 31, 2023 March 31, 2022

CAPITAL AND LIABILITIES
Capital 1 4,232,402 4,205,089
Reserves and surplus 2 216,991,688 188,350,098
Minority interest 2A 3,519,706 3,053,307
Deposits 3 2,129,885,009 1,816,775,213
Borrowings 4 258,619,785 195,873,861
Other liabilities and provisions 5 66,791,976 54,152,877
TOTAL 2,680,040,566 2,262,410,445
ASSETS
Cash and balances with Reserve Bank of India 6 126,042,359 160,661,105
Balances with banks and money at call and short notice 7 51,996,928 50,699,948
Investments 8 487,022,380 390,651,931
Advances 9 1,819,567,490 1,499,514,616
Fixed assets 10 9,717,110 6,721,033
Other assets 11 185,694,299 154,161,812
TOTAL 2,680,040,566 2,262,410,445
Contingent liabilities 12 766,059,726 389,315,038
Bills for collection 56,694,543 50,132,757
Significant accounting policies 17
Notes to accounts 18
Schedules referred to above form an integral part of the Consolidated
Balance Sheet

For and on behalf of the Board of Directors
Manikandan Muthiah Samir P Rajdev Shalini Warrier C Balagopal
Head - Financial Reporting Company Secretary Executive Director Chairman

Venkatraman Venkateswaran
Chief Financial Officer

As per our report of even date

For Varma & Varma
Chartered Accountants
Firm's Registration No:
004532S

Vijay Narayan Govind
Partner
Membership No: 203094

Place: Kochi
Date : May 05, 2023

For Borkar & Muzumdar
Chartered Accountants
Firm's Registration No:
101569W

Kaushal Muzumdar
Partner
Membership No: 100938

(DIN: 08257526)

Shyam Srinivasan
Managing Director & CEO
(DIN: 02274773)

Directors:

A P Hota (DIN: 02593219)

Siddhartha Sengupta (DIN: 08467648)

Manoj Fadnis (DIN: 01087055)

Sudarshan Sen (DIN: 03570051)

(DIN: 00430938)

Varsha Vasant Purandare (DIN: 05288076)

Sankarshan Basu (DIN: 06466594)

Ramanand Mundkur (DIN: 03498212)
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THE FEDERAL BANK LIMITED

CONSOLIDATED PROFIT AND LOSS ACCOUNT FOR THE YEAR ENDED MARCH 31, 2023

(% in Thousands)

Schedule Year ended Year ended
March 31, 2023 March 31, 2022

I. INCOME
Interest earned 13 178,117,772 143,815,315
Other income 14 24,362,374 21,209,332
TOTAL 202,480,146 165,024,647
II. EXPENDITURE
Interest expended 15 99,752,389 79,593,793
Operating expenses 16 52,112,053 45,921,464
Provisions and contingencies (Refer Note 1.8 of Schedule 18) 18,858,074 19,855,432
TOTAL 170,722,516 145,370,689
III. NET PROFIT FOR THE YEAR 31,757,630 19,653,958
Less: Minority interest 451,036 266,386
Add: Share in Profit of Associates 340,597 310,281
IV. CONSOLIDATED NET PROFIT ATTRIBUTABLE TO GROUP 31,647,191 19,697,853
Balance in Profit and Loss Account brought forward from previous year 43,540,278 34,958,136
Less: Minority interest pertaining to Pre-acquisition profit
(Note 2 of Schedule 17) 2,073 11,114
V. AMOUNT AVAILABLE FOR APPROPRIATION 75,185,396 54,644,875
VI. APPROPRIATIONS
Transfer to Revenue Reserve 4,265,747 2,667,208
Transfer to Statutory Reserve 7,526,486 4,724,554
Transfer to Capital Reserve 113,247 888,693
Transfer to Investment Fluctuation Reserve 9,690 -
Transfer to Special Reserve 1,606,900 1,233,400
Transfer to Reserve fund 246,567 146,293
Redemption of Preference Shares = 47,053
Dividend pertaining to previous year paid during the year
(Note 1.1 E of Schedule 18) 3,786,630 1,397,396
Balance carried over to Consolidated Balance Sheet 57,630,129 43,540,278
TOTAL 75,185,396 54,644,875
Earnings per share (Face value of ¥ 2/- each) (3)
(Note 1.6 of Schedule 18)
Basic 15.01 9.52
Diluted 14.85 9.44
Significant accounting policies 17
Notes to accounts 18
Schedules referred to above form an integral part of the Consolidated
Profit and Loss account

For and on behalf of the Board of Directors
Manikandan Muthiah Samir P Rajdev Shalini Warrier C Balagopal

Head - Financial Reporting Company Secretary

Venkatraman Venkateswaran
Chief Financial Officer

As per our report of even date

For Borkar & Muzumdar
Chartered Accountants
Firm's Registration No:
101569W

For Varma & Varma
Chartered Accountants
Firm's Registration No:
004532S

Kaushal Muzumdar
Partner
Membership No: 100938

Vijay Narayan Govind
Partner
Membership No: 203094

Place: Kochi
Date : May 05, 2023

Executive Director

(DIN: 08257526)

Shyam Srinivasan
Managing Director & CEO

(DIN: 02274773)

Directors:

A P Hota (DIN: 02593219)

Siddhartha Sengupta (DIN: 08467648)

Manoj Fadnis (DI

N: 01087055)

Sudarshan Sen (DIN: 03570051)

Varsha Vasant Purandare (DIN: 05288076)

Sankarshan Basu

(DIN: 06466594)

Ramanand Mundkur (DIN: 03498212)

Chairman
(DIN: 00430938)
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THE FEDERAL BANK LIMITED
CONSOLIDATED CASH FLOW STATEMENT FOR THE YEAR ENDED MARCH 31, 2023

(Z in Thousands)

Year ended
March 31, 2023

Year ended
March 31, 2022

Cash Flow from Operating Activities

Net Profit before taxes

Adjustments for:

Depreciation on Group's Property

Provision / Depreciation on Investments

Amortisation of Premium on Held to Maturity Investments
Provision / Charge for Non Performing Advances
Provision for Standard Assets and Contingencies

(Profit)/ Loss on sale of fixed assets (net)

Employees Stock option Expense

Adjustments for working capital changes:-
(Increase)/ Decrease in Investments [excluding Held to Maturity
Investments]

(Increase)/ Decrease in Advances

(Increase)/ Decrease in Other Assets

Increase/ (Decrease) in Deposits

Increase/ (Decrease) in Other liabilities and provisions

Direct taxes paid (net)
Net Cash Flow from / (used in) Operating Activities

Cash Flow from Investing Activities
Purchase of Fixed Assets

Proceeds from Sale of Fixed Assets
(Increase)/ Decrease in Held to Maturity Investments
Net Cash flow from / (used in) Investing Activities

Cash Flow from Financing Activities
Proceeds from Issue of Share Capital

Proceeds from Share Premium (net of share issue expenses)
Increase / (Decrease) in Minority Interest

Proceeds from Issue of Subordinate Debt

Increase/(Decrease) in Borrowings (Excluding Subordinate Debt)
Dividend Paid

Net Cash flow from / (used in) Financing Activities

Effect of exchange fluctuation on translation reserve

Net Increase/(Decrease) in Cash and Cash Equivalents

42,518,956 26,506,665
1,821,767 1,388,981
407,523 806,251
1,744,601 1,692,231
6,552,808 6,615,437
1,500,290 6,438,433
(8,299) (53,304)
11,364 5,690
54,549,010 43,400,384

(4,894,678)

(326,605,682)
(30,283,802)

(37,792,807)

(150,985,929)
(28,165,675)

313,109,796 94,914,171
11,138,809 9,826,099
(37,535,557) (112,204,141)
(12,120,449) (8,932,766)
4,893,004 (77,736,523)

(4,840,245)

(2,955,200)

30,700 73,359
(93,627,897) 11,959,138
(98,437,442) 9,077,297
27,313 212,787
930,938 9,057,309
463,727 885,833
9,950,000 7,048,000
52,795,924 66,119,853
(3,786,630) (1,397,396)
60,381,272 81,926,386
(158,601) (63,456)
(33,321,767) 13,203,704
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(Z in Thousands)

Year ended Year ended
March 31, 2023 March 31, 2022
Cash and Cash Equivalents at the beginning of the year 211,361,053 198,157,349
Cash and Cash Equivalents at the end of the year 178,039,286 211,361,053

Note:

Cash and Cash Equivalents comprises of Cash in hand (including foreign currency notes), Balances with Reserve Bank of
India, Balances with banks and money at call and short notice (Refer Schedules 6 and 7 of the Consolidated Balance Sheet)

For and on behalf of the Board of Directors

Manikandan Muthiah Samir P Rajdev Shalini Warrier C Balagopal

Head - Financial Reporting Company Secretary Executive Director Chairman
(DIN: 08257526) (DIN: 00430938)

Venkatraman Venkateswaran Shyam Srinivasan
Chief Financial Officer Managing Director & CEO

(DIN: 02274773)

As per our report of even date Directors:

For Varma & Varma For Borkar & Muzumdar

C_hartered Accot_mtants C!’martered Accot.!ntants A P Hota (DIN: 02593219)

Firm's Registration No: Firm's Registration No:

004532S 101569W
Siddhartha Sengupta (DIN: 08467648)
Manoj Fadnis (DIN: 01087055)

Vijay Narayan Govind Kaushal Muzumdar

Partner Partner

Membership No: 203094 Membership No: 100938 Sudarshan Sen (DIN: 03570051)
Varsha Vasant Purandare (DIN: 05288076)
Sankarshan Basu (DIN: 06466594)
Ramanand Mundkur (DIN: 03498212)

Place: Kochi

Date : May 05, 2023
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THE FEDERAL BANK LIMITED

SCHEDULES FORMING PART OF THE CONSOLIDATED BALANCE SHEET
(% in Thousands)

As at As at

March 31, 2023 March 31, 2022
SCHEDULE 1 - CAPITAL
Authorised Capital 8,000,000 8,000,000
4,000,000,000 (Previous year 4,000,000,000) Equity Shares of ¥ 2/- each
Issued Capital 4,235,053 4,207,778
2,117,526,438 (Previous year 2,103,889,168 ) Equity Shares of ¥ 2/-each
Subscribed, Called-up and Paid-up Capital 4,232,403 4,205,093
2,116,201,143 (Previous year 2,102,546,373) Equity Shares of ¥ 2/-each
Less: Calls in arrears 1 4
Total 4,232,402 4,205,089
Refer Note 1.1 of Schedule 18

237



THE FEDERAL BANK LIMITED

SCHEDULES FORMING PART OF THE CONSOLIDATED BALANCE SHEET

(% in Thousands)

As at
March 31, 2023

As at
March 31, 2022

SCHEDULE 2 - RESERVES AND SURPLUS
I. Statutory Reserve

Opening balance 38,534,280 33,809,726
Additions during the year 7,526,486 4,724,554
46,060,766 38,534,280
II. Capital Reserves
(a) Revaluation Reserve
Opening balance 50,091 50,091
50,091 50,091
(b) Capital Redemption Reserve
Opening balance 14,661 -
Additions / (Deductions) during the year (18) 14,661
14,643 14,661
(c) Others
Opening balance 7,454,496 6,580,463
Additions during the year* 113,247 874,033
7,567,743 7,454,496
7,632,477 7,519,248
III. Share premium (Refer Note 1.1 of Schedule 18)
Opening balance 62,424,782 53,303,285
Additions during the year 932,058 9,121,497
63,356,840 62,424,782
IV. Revenue and Other Reserves
(a) Revenue Reserve
Opening Balance 25,133,417 22,466,209
Additions during the year 4,265,747 2,667,208
29,399,164 25,133,417
(b) Investment Fluctuation Reserve
Opening Balance 1,897,200 1,897,200
Additions during the year 9,690 -
1,906,890 1,897,200
(c) Special Reserve (As per section 36(1)(viii) of Income Tax Act, 1961)
Opening balance 8,483,200 7,249,800
Additions during the year 1,606,900 1,233,400
10,090,100 8,483,200
V. Foreign Currency Translation Reserve
Opening Balance 19,116 82,572
Additions / (Deductions) during the year
[Refer Schedule 17 (5.6)1 (158,601) (63,456)
(139,485) 19,116
VI. ESOP Reserve
Opening Balance 22,912 17,222
Additions during the year 11,364 5,690
Deductions during the year 1,120 -
33,156 22,912
VII. Contingency Reserve
Opening balance 301,003 301,003
301,003 301,003
VIII. Reserve Fund
Opening balance 473,905 330,723
Additions during the year 245,987 143,182
719,892 473,905
IX. General Reserve
Opening balance 757 764
Additions / (Deductions) during the year (1) (7)
756 757
X. Balance in Consolidated Profit and Loss Account 57,630,129 43,540,278
Total 216,991,688 188,350,098

* - Includes Profit appropriated to Capital Reserve (net of applicable taxes and transfer to statutory reserve) on :

a) Gain on sale of Held to Maturity Investments ¥ 111,106 Thousands (Previous year ¥ 842,569 Thousands)

b) Profit on sale of Premises ¥ 2,141 Thousands (Previous year ¥ 31,464 Thousands)
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THE FEDERAL BANK LIMITED

SCHEDULES FORMING PART OF THE CONSOLIDATED BALANCE SHEET

(% in Thousands)

As at
March 31, 2023

As at
March 31, 2022

SCHEDULE 2A - MINORITY INTEREST

Minority interest at the date on which parent-subsidiary relationship came into
existence
Subsequent increase

SCHEDULE 3 - DEPOSITS

A. I. Demand Deposits
i. From Banks
ii. From Others

II. Savings Bank Deposits

III. Term Deposits
i. From Banks
ii. From Others

Total

B. I. Deposits of branches in India
I1. Deposits of branches outside India
Total

SCHEDULE 4 - BORROWINGS

I.Borrowings in India

i. Reserve Bank of India

ii. Other Banks

iii. Other institutions and agencies
Total

II.Borrowings outside India
Total

a) Secured borrowings included in I and II above
b) Tier II bond included in I(ii) & I(iii) above

SCHEDULE 5 - OTHER LIABILITIES AND PROVISIONS
I. Bills Payable

II. Inter - office adjustments (Net)

III. Interest accrued

IV. Others (including provisions)*

Total

*Includes
General provision for standard assets

786,638 786,638
2,733,068 2,266,669
3,519,706 3,053,307
2,179,831 6,176,235
151,728,327 137,523,300
153,908,158 143,699,535
543,369,909 530,826,744
23,697,209 9,534,129
1,408,909,733 1,132,714,805
1,432,606,942 1,142,248,934
2,129,885,009 1,816,775,213
2,129,601,140 1,816,772,232
283,869 2,981
2,129,885,009 1,816,775,213
64,201,770 39,124,195
164,078,253 137,315,596
228,280,023 176,439,791
30,339,762 19,434,070
258,619,785 195,873,861
205,860,584 162,209,403
20,103,000 10,153,000
6,254,620 6,175,507
6,314,345 2,834,252
54,223,011 45,143,118
66,791,976 54,152,877
15,197,410 14,009,955
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THE FEDERAL BANK LIMITED

SCHEDULES FORMING PART OF THE CONSOLIDATED BALANCE SHEET

(% in Thousands)

As at
March 31, 2023

As at
March 31, 2022

SCHEDULE 6 - CASH AND BALANCES WITH
RESERVE BANK OF INDIA

I. Cash in hand (including foreign currency notes)

II. Balance with Reserve Bank of India
i. in Current Accounts
ii. in Other Accounts

Total

SCHEDULE 7 - BALANCES WITH BANKS AND MONEY
AT CALL AND SHORT NOTICE

I. In India
i. Balances with banks
a. in Current Accounts
b. in Other Deposit Accounts
ii. Money at call and short notice
a. With Banks
b. With other institutions
Total
II. Outside India
i. in Current Accounts
ii. in Other Deposit Accounts
iii. Money at call and short notice

Total

Grand Total (I and II)

10,838,952 17,297,195
99,203,407 82,863,910
16,000,000 60,500,000
126,042,359 160,661,105
6,206,561 4,148,052
909,666 4,382,501
4,992,580 1,500,000
12,108,807 10,030,553
5,376,721 9,063,922
34,511,400 29,938,038
- 1,667,435
39,888,121 40,669,395
51,996,928 50,699,948
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THE FEDERAL BANK LIMITED

SCHEDULES FORMING PART OF THE CONSOLIDATED BALANCE SHEET

(% in Thousands)

As at
March 31, 2023

As at
March 31, 2022

SCHEDULE 8 - INVESTMENTS
I. Investments in India in :
i. Government Securities #
ii. Other approved Securities
iii. Shares##
iv. Debentures and Bonds
v. Joint Venture*

vi. Others @

Total

II. Investments outside India
i. Government Securities (including Local authorities)
ii. Subsidiaries / Joint Ventures abroad

iii. Other investments
a. Debentures and Bonds
b. Shares
c. Others (Certificate of Deposit)
Total

Grand Total (I and II)

Gross Investments
In India

Outside India
Total

Depreciation/ Provision for Investments
In India

Outside India

Total

Net Investments
In India

Outside India
Total

426,889,671 352,689,974
5,585,178 4,562,519
21,197,649 13,543,328
2,963,031 2,738,499
29,037,108 16,517,252
485,672,637 390,051,572
24,526 439,301
504,502 151,737
10,105 9,321
810,611 -
1,349,744 600,359
487,022,381 390,651,931
491,054,724 395,023,569
1,351,468 600,359
492,406,192 395,623,928
5,382,088 4,971,997
1,724 -
5,383,812 4,971,997
485,672,636 390,051,572
1,349,744 600,359
487,022,380 390,651,931

clearing facility and margin requirements.

@ Comprises of:

* represents investment accounted as an associate in line with AS -23 ,
Financial Statements , prescribed under Section 133 of the Companies Act, 2013 [Refer Schedule 17, Note 2 (iv)].

# Securities costing ¥ 95,151,628 Thousands (Previous Year % 77,383,897 Thousands) pledged for availment of fund transfer facility,

#4# Includes Cost of Investment in Associate amounting to ¥ 346,282 Thousands (Previous Year ¥ 309,714 Thousands) including Goodwill
of ¥ 150,181 Thousands (Previous Year ¥ 150,181 Thousands)

Accounting for Investments in Associates in Consolidated

(R in Thousands)

Particulars As at As at
March 31, 2023 March 31, 2022
Pass through certificates (PTCs) 25,761,611 5,596,808
Certificate of Deposits 1,340,611 5,323,433
Commercial Paper 492,518 2,481,327
Venture Capital Funds (VCFs) 1,242,378 1,141,681
Security Receipts - 694,067
Mutual Fund 199,990 1,279,936
Total 29,037,108 16,517,252
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THE FEDERAL BANK LIMITED

SCHEDULES FORMING PART OF THE CONSOLIDATED BALANCE SHEET

(% in Thousands)

As at
March 31, 2023

As at
March 31, 2022

SCHEDULE 9 - ADVANCES
A. i. Bills purchased and discounted
ii. Cash credits, overdrafts and loans repayable on demand

iii. Term loans

Total

B. i. Secured by tangible assets*
ii. Covered by Bank/Government gquarantees #

iii. Unsecured

Total

C.I.Advances in India
i. Priority sectors
ii. Public sector
iii. Banks
iv. Others
Total
C.II.Advances outside India
i. Due from Banks
ii. Due from Others
a) Bills purchased and discounted
b) Syndicated Loans
c) Others
Total
Grand Total (CI and C II)
* Includes Advances against book debts

# Includes Advances against Letter of credit issued by banks
(Advances are net of provisions)

41,692,972 35,191,053
759,432,674 644,095,456
1,018,441,844 820,228,107
1,819,567,490 1,499,514,616

1,526,044,412

1,234,097,232

18,754,982 18,091,031
274,768,096 247,326,353
1,819,567,490 1,499,514,616
559,026,962 442,727,087
124,018 1,234,066
1,275,342 1,951

1,232,066,558

1,039,580,028

1,792,492,880 1,483,543,132
794,011 528,746
9,938,657 3,717,803
16,341,942 11,724,935
27,074,610 15,971,484
1,819,567,490 1,499,514,616

242




THE FEDERAL BANK LIMITED

SCHEDULES FORMING PART OF THE CONSOLIDATED BALANCE SHEET

(% in Thousands)

As at
March 31, 2023

As at
March 31, 2022

SCHEDULE 10 - FIXED ASSETS

A.Premises #

Gross Block
At the beginning of the year
Additions during the year
Deductions during the year
At the end of the year

Depreciation
As at the beginning of the year
Charge for the year
Deductions during the year
Depreciation to date

Net Block

B.Other fixed assets
(including furniture and fixtures)
Gross Block
At the beginning of the year
Additions during the year
Deductions during the year
At the end of the year
Depreciation
As at the beginning of the year
Charge for the year
Deductions during the year
Depreciation to date

Net Block

C. Capital Work in progress (Including Capital Advances)

Grand Total (A+B+C)

2,968,642 2,436,549
780,062 533,626
5,828 1,533
3,742,876 2,968,642
1,065,719 1,023,451
62,800 42,268
1,815 -
1,126,704 1,065,719
2,616,172 1,902,923
15,378,278 13,371,686
3,534,735 2,263,894
531,487 257,302
18,381,526 15,378,278
10,848,649 9,740,715
1,758,970 1,346,713
513,103 238,779
12,094,516 10,848,649
6,287,010 4,529,629
813,928 288,481
9,717,110 6,721,033

# Includes buildings constructed on leasehold land at different places having original cost of 1,206,265 T
659,861 Thousands) and Written down value of 976,551 Thousands (Previous Year ¥443,380 Thousands) with remaining lease period

varying from 52 - 63 years.

housands (Previous Year
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THE FEDERAL BANK LIMITED

SCHEDULES FORMING PART OF THE CONSOLIDATED BALANCE SHEET

(% in Thousands)

As at
March 31, 2023

As at
March 31, 2022

SCHEDULE 11 - OTHER ASSETS

I. Inter - office adjustments (net)

II. Interest accrued

III. Tax paid in advance/tax deducted at source (Net of provision)
IV. Stationery and Stamps

V. Non-banking assets acquired in satisfaction of claims

VI. Others#

Total

# Includes
(a) Priority sector shortfall deposits
(b) Deferred Tax Asset (Refer Note 1.7 of Schedule 18)
(c) Security deposits
SCHEDULE 12 - CONTINGENT LIABILITIES
I. Claims against the Bank not acknowledged as debts
II. Liability on account of outstanding forward exchange contracts**

III. Guarantees given on behalf of constituents - in India

IV. Acceptances, endorsements and other obligations
V. Other items for which the Bank is contingently liable®

Total

(Refer Note 1.13 of Schedule 18)
** - Including Derivatives

@ - includes % 2,796,757 Thousands (Previous Year : ¥ 2,486,487 Thousands) being
amount transferred to DEA Fund Cell, RBI and outstanding, as per RBI circular
DBOD.No.DEAF Cell.BC.114/30.01.002/2013-14.

16,805,866

12,523,377

13,512,455 11,844,772
15,676 11,895

2,926 3,936
155,357,376 129,777,832
185,694,299 154,161,812
131,167,873 109,941,405
1,196,139 1,615,138
2,605,333 2,354,945
18,470,244 16,878,498
610,661,759 266,022,356
107,735,581 78,761,957
25,350,115 22,885,851
3,842,027 4,766,376
766,059,726 389,315,038
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THE FEDERAL BANK LIMITED

SCHEDULES FORMING PART OF THE CONSOLIDATED PROFIT AND LOSS ACCOUNT

(% in Thousands)

Year ended
March 31, 2023

Year ended
March 31, 2022

SCHEDULE 13 - INTEREST EARNED

I. Interest/discount on advances/bills
II. Income on investments

III.Interest on balances with Reserve Bank of India and other inter-bank funds

IV. Others*

Total

* - Includes interest on Income tax refunds amounting to ¥ 12,176 Thousands
(Previous year ¥ 288,977 Thousands) accounted based on Assessment orders
received.

SCHEDULE 14 - OTHER INCOME

I. Commission, exchange and brokerage

II. Profit on sale of investments (Net)

III. Profit / (Loss) on revaluation of investments (Net)

IV. Profit / (Loss) on sale of land, buildings and other assets (Net)
V. Profit on foreign exchange/derivative transactions (Net)

VI. Income earned by way of dividends etc. from subsidiaries /
associates and / or joint ventures.

VII.Miscellaneous income**

Total
** - Includes Recoveries in assets written off ¥ 1,407,335 Thousands (Previous
year ¥ 1,791,353 Thousands)

145,078,824 115,643,106
27,818,767 23,164,920
2,062,522 2,202,669
3,157,659 2,804,620
178,117,772 143,815,315
18,678,006 13,228,649
902,443 3,886,879
(474,312) (813,501)
8,299 53,304
2,971,391 2,420,161
2,276,547 2,433,840
24,362,374 21,209,332
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(% in Thousands)

Year ended
March 31, 2023

Year ended
March 31, 2022

SCHEDULE 15 - INTEREST EXPENDED

I. Interest on deposits
II. Interest on Reserve Bank of India/Inter bank borrowings
II1.Others

Total

SCHEDULE 16 - OPERATING EXPENSES

I. Payments to and provisions for employees
II. Rent, taxes and lighting

III. Printing and stationery

IV. Advertisement and publicity

V. Depreciation on group's property

VI. Directors' fees, allowances and expenses
VII. Auditors' fees and expenses (including branch auditors' fees and
expenses)

VIII.Law charges

IX. Postage, Telegrams, Telephones etc

X. Repairs and maintenance

XI. Insurance

XII. Other expenditure#

Total

# - Includes Corporate Social Responsibility expenditure amounting to ¥ 452,436
Thousands (Previous Year: ¥ 407,404 Thousands)

86,127,812 73,322,891
906,535 358,479
12,718,042 5,912,423
99,752,389 79,593,793
24,402,440 25,116,596
4,302,499 3,655,870
533,198 294,405
409,295 121,696
1,821,767 1,388,981
38,052 31,809
63,188 78,282
544,431 316,507
1,256,729 912,628
1,152,573 858,127
2,318,902 2,145,710
15,268,979 11,000,853
52,112,053 45,921,464
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1. Background

The Federal Bank Limited (‘FBL’ or the 'Bank') together with its subsidiaries (collectively, the ‘Group’)
and associates is a diversified financial services group providing a wide range of banking and financial
services including commercial banking, retail and corporate banking, project and corporate finance,
working capital finance, insurance and treasury products and services. Operations of the Group are spread
all over India. The Bank was incorporated on April 23, 1931 as Travancore Federal Bank Limited to cater
to the banking needs of Travancore Province. It embarked on a phase of sustained growth under the
leadership of Late K.P. Hormis. The bank is a publicly held banking company governed by Banking
Regulation Act, 1949, the Companies Act, 2013 and other applicable Acts/ regulations. The Bank also has
its Digital Banking Unit at Kolkata, Representative Office at Abu Dhabi & Dubai and had set up an
International Financial Service Centre (IFSC) Banking unit (IBU) in Gujarat International Finance Tec-
City (GIFT City). IBU at Gift city is equivalent to an Offshore Banking unit, for all regulatory purposes.

2. Principles of consolidation

6)] The consolidated financial statements relate to the Bank, its subsidiary companies and the
Group’s share of Profit/Loss in its associates. The details of subsidiaries and associate entities are given
below:
% of Holding and voting
power either directly or
. . . Country of Ownership | indirectly through
Name of the entity | Relationship Incorporation held by subsidiary as at
Mar 31, Mar 31,
2023 2022
Fedbank Financial Subsidia The Federal
Services  Limited | "> India Bank 73.21 73.30
(FFSL) pany Limited
zsgeral Op;ranions Subsidia The Federal
< ervices ubsidiary India Bank 100.00 100.00
Limited Company Limited
(FOSL)
Ageas Federal Life The Federal
Insurance Company Associate India Bank 26.00 26.00
Limited Limited
Equirus Capital The Federal
quirus - -4P Associate India Bank 19.79 19.89
Private Limited .
Limited
(i1) The audited financial statements of the subsidiary companies and the audited financial
statements of the associates have been drawn up to the same reporting date as that of the Bank, i.e. March
31, 2023.
(iii) The financial statements of the Bank and its subsidiary companies have been combined on a

line-by-line basis as per AS 21, Consolidated Financial statements by adding together like items of assets,
liabilities, income and expenses, after eliminating intra-group balances, intra-group transactions and
resulting unrealised profits or losses, unless cost cannot be recovered.

(iv) The consolidated financial statements include the share of profit of the associate companies
which have been accounted for using equity method as per AS 23 Accounting for Investments in Associates
in Consolidated Financial Statements. Accordingly, the share of profit of the associate companies has been
added to the cost of respective investment.

v) The consolidated financial statements have been prepared using uniform accounting policies for
like transactions and other events in similar circumstances and are presented to the extent possible, in the
same manner as the Bank's separate financial statements.

(vi) Differences in accounting policies followed by the subsidiaries and associates have been
reviewed and no adjustments have been made, since the impact of these differences is not significant.
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CONSOLIDATED FINANCIAL STATEMENTS FOR THE YEAR ENDED
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Basis of accounting and preparation of Consolidated Financial Statements

The Consolidated Financial Statements of the Bank and its subsidiaries (together the 'Group') have been
prepared in accordance with the Generally Accepted Accounting Principles in India (Indian GAAP) to
comply with the Accounting Standards prescribed under Section 133 of the Companies Act, 2013 read
together with the Companies (Accounting Standards) Rules, 2021 and other relevant provisions of the
Companies Act, 2013 (“the Act”), circulars and guidelines issued by the RBI as applicable and current
practices prevailing within the Banking Industry in India. Suitable adjustments are made to align with the
format prescribed under the Third Schedule of Banking Regulation Act, 1949. The consolidated financial
statements have been prepared on accrual basis under historical cost convention, except as otherwise stated.
The accounting policies adopted in the preparation of financial statements are consistent with those followed
in the previous year, except otherwise stated.

The financial statements of Fedbank Financial Services Limited are prepared in accordance with notified
Indian Accounting Standards (‘Ind-AS’) prescribed under section 133 of the Act. However, the financial
statements of the referred subsidiary used for consolidation purpose is a special purpose financial statements
prepared in accordance with Generally Accepted Accounting Principles in India (‘GAAP’) and applicable
Accounting Standards, to align with the format of the Bank’s financial statements.

Use of estimates

The preparation of the consolidated financial statements in conformity with the generally accepted
accounting principles requires the Management to make estimates and assumptions that affect the reported
amounts of assets and liabilities including disclosure of contingent liabilities as at the date of the financial
statements and the reported revenues and expenses during the reporting period. Actual results could differ
from those estimates. The Management believes that the estimates used in the preparation of the financial
statements are prudent and reasonable. Any revisions to the accounting estimates are recognized
prospectively in the current and future periods.

Significant accounting policies
Investments
The Bank
Classification
In accordance with the RBI guidelines, investments are categorized at the time of purchase as:

e Held for Trading (HFT)

e  Available for Sale (AFS) and

e Held to Maturity (HTM)

Under each of these categories, investments are further classified under six groups (‘hereinafter called

groups’) - Government Securities, Other Approved Securities, Shares, Debentures and Bonds, Investments
in Subsidiaries/ Joint Ventures and Other Investments for the purposes of disclosure in the Balance Sheet.

Basis of Classification

Investments which the bank intends to hold till maturity are classified as “Held to Maturity”. Investments
which are primarily held for sale within 90 days from the date of purchase are classified as “Held for
Trading”. As per RBI guidelines, HFT Securities which remain unsold for a period of 90 days are classified
as AFS Securities on that date.

Investments which are not classified in either of the above two categories are classified as “Available for
Sale”.
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Transfer of securities between Categories

Transfer of securities between categories of investments is accounted as per RBI Guidelines.
Acquisition Cost

In determining the acquisition cost of the Investment:

e Transaction costs including brokerage and commission pertaining to acquisition of Investments are
charged to the Profit and Loss Account.

e Broken period interest is charged to the Profit and Loss Account.

e Cost of investments is computed based on the weighted average cost method.
Valuation
The valuation of investments is made in accordance with the RBI Guidelines as follows:

a. Held for Trading /Available for Sale — Investments classified under the AFS and HFT categories are
marked-to-market. The ‘market value’ for quoted securities shall be the prices declared by the Financial
Benchmark India Pvt. Ltd. (FBIL). For securities included under AFS and HFT categories whose prices
are not published by FBIL, market price of quoted security shall be as available from the trades/ quotes
on the stock exchanges/ reporting platforms/trading platforms authorized by RBI/SEBI and prices
declared by the Fixed Income Money Market and Derivatives Association of India (FIMMDA). Net
depreciation, if any, within each category of each investment classification is recognized in Profit and
Loss Account. The net appreciation, if any, under each category of each Investment classification is
ignored. The depreciation on securities acquired on conversion of outstanding loan is provided in
accordance with RBI guidelines. Depreciation on the securities acquired by way of conversion of
outstanding loan (restructured) is not offset against the appreciation in other securities. Except in cases
where provision for diminution other than temporary is created, the Book value of individual securities
is not changed consequent to the periodic valuation of Investments.

b. Held to Maturity— These are carried at their acquisition cost. Any premium on acquisition is amortized
over the remaining maturity period of the security on a straight-line basis. Any diminution, other than
temporary, in the value of such securities is provided for.

c. Treasury Bills, Commercial paper and Certificate of Deposits being discounted instruments, are valued
at carrying cost.

d. Units of Mutual Funds are valued at the latest repurchase price/net asset value declared by Mutual Fund.

e. Market value of investments where current quotations are not available, is determined as per the norms
prescribed by the RBI as under:

e In case of unquoted bonds, debentures and preference shares where interest/dividend is received
regularly (i.e. not overdue beyond 90 days), the market price is derived based on the Yield to
Maturity (YTM) for Government Securities as published by FBIL / FIMMDA and suitably marked
up for credit risk applicable to the credit rating of the instrument. The matrix for credit risk mark-
up for each category and credit ratings along with residual maturity issued by FIMMDA/ FBIL are
adopted for this purpose.

e Pass Through Certificates ('PTC') and Priority Sector PTCs are valued as per extant FIMMDA
guidelines

e In case of bonds and debentures (including Pass Through Certificates or PTCs) where interest is
not received regularly (i.e. overdue beyond 90 days), the valuation is in accordance with prudential
norms for provisioning as prescribed by RBI.

e  Equity shares, for which current quotations are not available or where the shares are not quoted on
the stock exchanges, are valued at “breakup” value (without considering revaluation reserves, if
any) which is ascertained from the company's latest Balance Sheet. In case the latest Balance Sheet
is not available, the shares are valued at X1 per company based on the stipulated norms as per RBI
circular.
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e  Units of Venture Capital Funds (VCF) held under AFS category where current quotations are not
available are marked to market based on the Net Asset Value (NAV) shown by VCF as per the
latest audited financials of the fund. In case the audited financials are not available for a period
beyond 18 months, the investments are valued at X1/- per VCF. Investment in unquoted VCF are
categorized under HTM category for the initial period of three years and valued at cost as per RBI
guidelines.

e Investments in Security Receipts are valued as per the latest NAV obtained from issuing Asset
Reconstruction Companies, subject to floor provision requirements as per RBI guidelines.

f. Investments in subsidiaries/associates as per RBI guidelines are categorized as HTM and assessed for
impairment to determine permanent diminution, if any.

The Bank follows settlement date method of accounting for purchase and sale of investments.
h. Non-Performing Investments are identified and valued based on RBI Guidelines.
Disposal of Investments

a. Held for Trading and Available for Sale — Profit or loss on sale / redemption is included in the Profit and
Loss Account.

b. Held to Maturity — Profit on sale /redemption of investments is included in the Profit and Loss Account
and is appropriated to Capital Reserve after adjustments for tax and transfer to Statutory Reserve in
accordance with the RBI Guidelines. Loss on sale / redemption is charged to the Profit and Loss Account.

Repurchase and Reverse Repurchase Transactions

In accordance with the RBI guidelines, repurchase (Repo) and reverse repurchase (Reverse Repo)
transactions in government securities and corporate debt securities including those conducted under the
Liquidity Adjustment Facility (‘LAF’) and Marginal Standby Facility (‘MSF’) with RBI are accounted as
collateralised borrowing and lending respectively. Balance in Repo Account is classified under Schedule 4
-Borrowings. Balance in Reverse Repo account with RBI is classified under Schedule 6 (II) (ii) - Balance
with RBI in Other accounts. Other balances in Reverse Repo Accounts with original tenor of 14 days or
less are classified under Schedule 7 -Balance with Banks and Money at call & short notice. While Reverse
Repos with original maturity more than 14 days are classified under Schedule 9 -Advances. Borrowing cost
on repo transactions is accounted as interest expense and revenue on reverse repo transactions is accounted
as interest income.

Short Sales

In accordance with the RBI guidelines, the Bank undertakes short sale transactions in Central Government
dated securities. The Short Sales positions are reflected in Securities Short Sold (‘SSS’) A/C, specifically
created for this purpose. The short position is categorised under HFT category and netted off from
investments in the Balance Sheet. These positions are marked —to-market and resultant gains/losses are
accounted for as per the relevant RBI guidelines for valuation of Investments discussed earlier.

The Subsidiaries

Investments that are readily realizable and intended to be held for not more than a year are classified as
Current Investments. All other investments are classified as Long-Term Investments.

Investments held as long-term investments are carried at cost comprising of acquisition and incidental
expenses. Provision for diminution in value of investments, if any, is made if in the opinion of management,
such diminution is other than temporary. Any premium on acquisition is amortized over the remaining
maturity of the security on a constant yield to maturity basis. Such amortization of premium is adjusted
against interest income from investments. The book value of investment is reduced to the extent of amount
amortized during the relevant accounting period.

Investments other than long-term investments are classified as current investments and valued at lower of
cost or fair value.
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Advances
The Bank
Classification

Advances are classified into performing (Standard) and non-performing ('NPAs') as per the RBI guidelines
and are stated net of bills rediscounted, inter-bank participation certificates issued with risk sharing, specific
provisions made towards NPAs, floating provisions and unrealized interest on NPAs. Further, NPAs are
classified into sub-standard, doubtful and loss assets based on the criteria as per Prudential norms on Income
Recognition, Asset Classification and Provisioning pertaining to Advances (IRAC) issued by RBI. Interest
on Non-Performing advances is transferred to an unrealized interest account and not recognized in Profit
and Loss Account until received.

Provisioning

The Bank has made provision for Non-Performing Assets as stipulated under Reserve Bank of India (RBI)
norms.

Non-performing advances are written-off in accordance with the Bank’s policy. Amounts recovered against
debts written off are recognised in the Profit and Loss Account and included under “Other Income”.

The Bank maintains general provision for standard assets including credit exposures computed as per the
current marked to market values of interest rate and foreign exchange derivative contracts, in accordance
with the guidelines and at levels stipulated by RBI from time to time. The Provision is classified under
Schedule 5 — Other Liabilities in the Balance Sheet.

In addition to the above, the Bank on a prudent basis makes provisions on advances or exposures which are
not NPAs, but it has reasons to believe on the basis of the extant environment or specific information or
basis regulatory guidance / instructions, of a possible slippage of a specific advance or a group of advances
or exposures or potential exposures.

For restructured/rescheduled assets, provision is made in accordance with the guidelines issued by the RBI.
In respect of loans and advances subjected to restructuring under the Prudential Framework (IRAC), the
account is upgraded to standard only after the specified period/ monitoring period, subject to satisfactory
performance of the account during the period.

The Bank makes additional provisions as per RBI’s guidelines on ‘Prudential Framework on Resolution of
Stressed Assets’ dated June 7, 2019 on accounts in default and with aggregate exposure above the threshold
limits as laid down in the said framework where the resolution plan is not implemented within the specified
timeline.

Additional provision for restructured accounts as per the relevant restructuring scheme announced by RBI
for Micro, Small and Medium (MSME) sector, accounts affected by natural calamities and as per COVID
19 resolution frameworks are made as per extant RBI guidelines.

Provision for Unhedged Foreign Currency Exposure (UFCE) of borrower entities is made in accordance
with the guidelines issued by RBI, which requires the Bank to ascertain the amount of UFCE, estimate the
extent of likely loss and estimate the riskiness of unhedged position of those entities. The Provision is
classified under Schedule 5 — Other Liabilities in the Balance Sheet.

The Bank makes additional provisions on loans to specific borrowers in specific stressed sectors, provision
on incremental exposure to borrowers identified as per RBI’s large exposure framework and on projects
where Date of Commencement of Commercial Operations is delayed, as per RBI guidelines.

In respect of borrowers classified as non-cooperative and wilful defaulters, the Bank makes accelerated
provisions as per extant RBI guidelines.

Loans reported as fraud are classified as loss assets, and fully provided immediately without considering
the value of security.
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Fedbank Financial Services Limited

Advances are classified as Standard Assets or Non-performing Assets and Provisions required are made as
per the guidelines of the Reserve Bank of India on matters relating to Prudential Norms as applicable to
"Non-Banking Financial Company - Systemically Important Non-Deposit taking Company and Deposit
taking Company (Reserve Bank) Directions, 2016 ".

For gold loans, the Company may roll over/ repledge the overdue loan into a fresh loan, provided —

» the customer brings in additional margin in the form of gold or cash to meet the LTV margin requirements
as per RBI guidelines; or

» if the revalued collateral value of the gold is adequate to meet the LTV margin requirements as per RBI
guidelines.

Irrespective of the days past due status, if these gold loans have adequate margin available as required by
the regulatory norms, these loans are classified as ‘standard’ and standard asset provision rates are applied.

Over and above the DPD based provision, the Company also carries overlays for provision basis assessment
of future credit risk. The estimate of such management overlay provision to be carried in the books is
reviewed & assessed on a quarterly basis.

Securitisation and transfer of assets
The Bank

The Bank enters into purchase of corporate and retail loans through direct assignments route and the same
is accounted as per extant RBI guidelines.

The bank transfers advances through inter-bank participation with and without risk. In accordance with the
RBI guidelines, in the case of participation with risk, the aggregate amount of the participation issued by
the Bank is reduced from advances and where the Bank is participating; the aggregate amount of
participation is classified under advances. In the case of participation without risk, the aggregate amount of
participation issued by the Bank is classified under borrowings and where the Bank is participating, the
aggregate amount of participation is shown as due from banks under advances.

In accordance with RBI guidelines on sale of non-performing advances, if the sale is at a price below the
net book value (i.e., book value less provisions held), the shortfall is charged to the Profit and Loss Account
and if the sale is for a value higher than the net book value, the excess provision is credited to the Profit and
Loss Account in the year the amounts are received. Further, such reversal shall be limited to the extent to
which cash received exceeds the net book value of the loan at the time of transfer as per RBI guideline.

Fedbank Financial Services Limited

The Company enters into securitisation / assignment transactions and assets are de-recognised upon sale
only if the Company surrenders the control over the contractual rights that comprises in the financial assets
i.e. when they meet true sale criteria. The Company has adopted the accounting policy for securitisation /
assignment transactions, as notified by RBI in its circular “Revision to the guidelines on transfer of assets
through Securitisation and Transfer of loan assets" as amended from time to time.

Gains arising out of securitisation of assets are recognised over the tenure of the securities issued by Special
Purpose Vehicle (SPV), losses if any are recognised upfront.

The amount of cash profit on assignment transaction is held under “Cash Profit on loan transfer transactions
pending recognition” maintained on an individual transaction basis. The amortisation of cash profit arising
out of loan assignment transaction is done at every reporting period end as prescribed by RBI in the afore
mentioned circular. The unamortised portion is reflected as “Other long term liabilities” / “Other current
liabilities”.
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Country risk
The Bank

In addition to the provisions required to be held according to the asset classification status, provisions are
held for individual country exposure (other than for home country). The countries are categorized into seven
risk categories namely insignificant, low, moderately low, moderate, moderately high, high, very high as
per Export Credit Guarantee Corporation of India Limited (ECGC) guidelines and provision is made in
respect of the country where the net funded exposure is 1% or more of the bank’s total funded assets.

Priority Sector Lending Certificates (PSLC)

The Bank

The Bank vide RBI circular FIDD.CO.Plan.BC.23/ 04.09.01/2015-16 dated April 7, 2016, trades in priority
sector portfolio by selling or buying PSLC. In the case of a sale transaction, the Bank sells the fulfillment
of priority sector obligation and in the case of a purchase transaction the Bank buys the fulfillment of priority
sector obligation through RBI trading platform. There is no transfer of risks or loan assets in these
transactions. The fee paid for purchase of the PSLC is treated as an ‘Expense’ and the fee received from the
sale of PSLCs is treated as ‘Other Income’.

Transactions involving foreign exchange
The Bank

In respect of domestic operations:
e Foreign currency income and expenditure items are translated at the exchange rates prevailing on
the date of the transaction.
e Foreign currency monetary items are translated at the closing exchange rates notified by Foreign
Exchange Dealers Association of India (FEDAI) as at the Balance sheet date.
e  The resulting net valuation profit or loss is recognized in the Profit and Loss Account.

In respect of Non-Integral Foreign Branches:

e Income and expenditure items are translated at quarterly average closing rates.

e Both Monetary and Non- Monetary foreign currency Assets and liabilities are translated at closing
exchange rates notified by Foreign Exchange Dealers Association of India (FEDALI) at the Balance
Sheet date.

e  The resulting profit/loss arising from exchange differences are accumulated in Foreign Currency
Translation Reserve until remittance or the disposal of the net investment in the non-integral
foreign operations in accordance with AS-11 ‘The Effect of changes in Foreign Exchange Rate’
as notified under the Act. Any realised gains or losses on such disposal are recognised in the Profit
and Loss Account.

Valuation of Foreign Exchange Spot and Forward Contracts

e Foreign exchange spot and forward Contracts (Other than the forwards / swaps marked under
Funding category) outstanding as at the Balance Sheet date are revalued at the closing Spot and
Forward Rates respectively as notified by FEDAI and at interpolated / extrapolated rates for
contracts of interim maturities.

e  For valuation of contracts having longer maturities i.e. greater than one year, the forward points
(for rates/tenures not published by FEDAI) are obtained from Reuters for valuation of the FX
Deals.

e  As per directions of FEDALI, the profit or loss is considered on present value basis by discounting
the forward profit or loss till the valuation date using discounting yields. The resulting profit or
loss on valuation is recognized in the Profit and Loss Account.
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Foreign exchange swaps taken for funding purposes is amortized and recognized as interest income / interest
expense in the Profit and Loss Account.

Contingent liabilities on account of foreign exchange contracts, guarantees, letters of credit, acceptances
and endorsements are reported at closing rates of exchange notified by FEDALI as at the Balance Sheet date.

Fedbank Financial Services Limited

Foreign currency income and expenditure items are translated at the exchange rates prevailing on the date
of the transaction. Foreign currency monetary items are translated at the closing exchange rates notified by
Foreign Exchange Dealers Association of India (FEDAI) as at the Balance sheet date. The resulting net
valuation profit or loss is recognized in the Statement of Profit and Loss account.

Federal Operations and Services Limited

Transactions in foreign currencies are recorded at the exchange rate prevailing on the date of the transaction.
Monetary assets and liabilities denominated in foreign currency outstanding at the Balance Sheet date are
translated at the applicable exchange rates prevailing at the year-end. The exchange gain/ loss arising during
the year are adjusted to the Statement of Profit and Loss.

Derivative transactions
The Bank

The Bank recognizes all derivative contracts at fair value, on the date on which the derivative contracts are
entered into and are re-measured at fair value as at the Balance sheet or reporting dates. Derivatives are
classified as assets when the fair value is positive (Positive marked-to-market) or as liabilities when the fair
value is negative (negative marked-to-market). Changes in the fair value of derivatives are recognized in
the Profit and Loss Account. For hedge transactions, the Bank identifies the hedged item (asset or liability)
at the inception of the transaction itself. The effectiveness is ascertained at the time of inception of the hedge
and periodically thereafter. Hedge derivative transactions are accounted for in accordance with the hedge
accounting principles.

Fedbank Financial Services Limited

The Company recognizes all derivative contracts at fair value, on the date on which the derivative contracts
are entered into and are re-measured at fair value as at the Balance sheet or reporting dates. Derivatives are
classified as assets when the fair value is positive (Positive marked-to-market) or as liabilities when the fair
value is negative (negative marked-to-market). Changes in the fair value of derivatives are recognized in
the Statement of Profit and Loss.

5.8 Revenue Recognition

The Bank

e Interest income is recognised in the profit and loss account on an accrual basis in accordance with AS
— 9, ‘Revenue Recognition’ as notified under Section 133 of the Companies Act, 2013 read together
with the Companies (Accounting Standards) Rules, 2021 and the RBI guidelines, except interest
income on non-performing assets which is recognised upon receipt basis as specified in RBI guidelines.

e Interest on income tax refund is recognised in the year of receipt of Assessment Orders.

e  The recoveries made from NPA accounts are appropriated based on “first in first out” policy; i.e. the
earliest entry shall be realized first. If different entries are made in the account on the same day, the
realization shall be in the order of charges, interest, and principal.

e Processing fees collected on loans disbursed, along with related loan acquisition costs are recognised
at inception/ renewal of the loan.
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Income on discounted instruments is recognised over the tenure of the instrument on a straight-line
basis.

Guarantee commission, commission on letter of credit and annual locker rent fees, are recognised on a
straight-line basis over the period of contract. Other fees and commission income are recognised when
due, except in cases where the Bank is uncertain of ultimate collection.

Dividend on Equity Shares, Preference Shares and on Mutual Funds is recognised as Income when the
right to receive the dividend is established.

Loan Syndication fee is accounted for on completion of the agreed service and when right to receive is
established.

In compromise settlement cases, sacrifice on settlement is accounted upfront.
Unpaid funded interest on term loans are accounted on realisation as per the guidelines of RBI.

The difference between the sale price and purchase cost of gold coins, received on consignment basis
is included in other income. The Bank also deals in bullion on a borrowing and lending basis and the
interest paid/received is accounted on an accrual basis.

Gain/loss on sell down of loans and advances through direct assignment is recognised at the time of
sale.

In respect of non-performing assets acquired from other Banks / FIs and NBFCs, collections in excess
of the consideration paid at each asset level or portfolio level is treated as income in accordance with
RBI guidelines and clarifications.

Fedbank Financial Services Limited

Revenue is recognized as and when it is earned, and no significant uncertainty exists as to its realization
or collection.

Interest Income is recognized on accrual basis, except in case of interest on non-performing assets
which are recognized on receipt basis in accordance with "Systemically Important Non-Banking
Financial (Non Deposit Accepting or Holding) Companies Prudential Norms (Reserve Bank) Direction,
2016" and the Accounting Standards specified under Section 133 of the Companies Act,2013 read with
rule 7 of the Companies (Accounts) Rules, 2014 and the guidelines issued by the Reserve Bank of India
as applicable to a NBFC-ND-SI. Overdue charges are recognized when the Company is certain of its
realization.

Interest on securities is accounted for on accrual basis except where the ultimate collection cannot be
established with reasonable certainty.

Processing Fees are recovered and recognised at the time of disbursement of loan.

Penal interest income and other charges (like bouncing charges, foreclosure charges etc.) levied are
recognized upon realisation basis.

Federal Operations and Services Limited

Revenue from Operations is recognized as and when services are rendered, as per the terms of Master
Service Agreement entered into by the company.

Other Income
a. Interest income is recognised on accrual basis using effective interest rate method.
b. Dividend income is recognised when the Company's right to receive is established.
c. Other incomes are recognised on accrual basis except when there are significant uncertainties.
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5.9 Fixed assets and depreciation / amortization

The Bank

Fixed assets are carried at cost of acquisition less accumulated depreciation, amortization and impairment,
if any. Cost includes cost of purchase and all expenditure like freight, duties, taxes and incidental expenses
related to the acquisition and installation of the asset before it is ready to use. Taxes like GST paid on Fixed
assets wherever eligible are availed as ITC as per GST rules. Subsequent expenditure incurred on assets put
to use is capitalized only when it increases the future economic benefit / functioning capability from / of
such assets.

Capital work-in-progress includes cost of fixed assets that are not ready for their intended use and includes
advances paid to acquire fixed assets.

Depreciation on fixed assets, including amortisation of software, is charged over the estimated useful life
of fixed assets on straight-line basis from the date of addition, except as mentioned below.

e Premises are depreciated under the written down value method, using the same useful life as in
Schedule II of the Companies Act, 2013. Improvements to leased Premises are depreciated over
lower of lease term or 5 years based on technical evaluation.

e Depreciation on premises revalued has been charged on their written-down value including the
addition made on revaluation.

e  Assets individually costing X 2,000/- or less are fully depreciated in the year of purchase.

The management believes that the useful life of assets assessed by the Bank, pursuant to Part C of Schedule
II to the Companies Act, 2013, taking into account changes in environment, changes in technology, the utility
and efficacy of the asset in use, fairly reflects its estimate of useful lives of the fixed assets. The estimated
useful lives of key fixed assets are given below:

Asset Estimated seful lieas |, Ot e he
assessed by the Bank Companies Act, 2013
Premises 60 Years 60 Years
Electric equipment and installations 10 Years 10 Years
Furniture and fixtures 10 Years 10 Years
Motor Cars 8 Years 8 Years
]SE:rIIfi;rI;,elflltrewall & Network 6 Years 6 Years
ATM / CDM / Recyclers etc. 5 Years 15 Years
Currency Sorting Machines 5 Years 5 Years
Office equipments 5 Years 5 Years
Computer hardware 3 Years 3 Years
ggdem, scanner, routers, switches 3 Years 6 Years

Improvements to lease hold premises are amortised over the remaining primary period of lease.

Software is depreciated over a period of 3 to 5 years and eligible Cost of license is capitalised as intangible
asset and amortized over the license period.
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Depreciation on assets sold during the year is recognized on a pro-rata basis till the date of sale. Gain or losses
arising from the retirement or disposal of Fixed Assets are determined as the difference between the net disposal
proceeds and the carrying amount of assets and recognized as income or expense in the Profit and Loss Account.
Further, Profit on sale of premises is appropriated to Capital Reserve account (Net of applicable taxes and
transfer to statutory reserves) in accordance with RBI instructions.

Whenever there is a revision of the estimated useful life of an asset, the unamortized depreciable amount is
charged over the revised remaining useful life of the said asset.

Fedbank Financial Services Limited

e Tangible Assets are carried at their cost of acquisition less accumulated depreciation and impairment
losses, if any. Cost Includes freight, duties, taxes and other incidental expenses and expenses on
installation of the assets.

e Depreciation/amortization on assets is charged based on the useful life of the assets as prescribed
under Schedule II of the Companies Act, 2013.

Asset Type Useful Life (In Years) Method Rate of Depreciation
(%)

Computer Equipment's 3 31.67

Server 6 SLM 15.83

Office Equipment's 5 45.08

Vehicles - Cars 8 WDV 31.24

Furniture & Fixtures 10 25.88

e Lease hold improvements are being amortized over the period of lease.

e Intangible assets include computer software which are carried at cost of acquisition less accumulated
amortization and amortized on Straight Line Method (SLM) basis over the estimated useful lives of
3 years on a pro rata basis.

Federal Operations and Services Limited

e Property, Plant and Equipments are stated at cost less accumulated depreciation and impairment in
value if any. Cost includes purchase price, (inclusive of import duties and non - refundable purchase
taxes, after deducting trade discounts and rebates), other costs directly attributable to bringing the
asset to the location and condition necessary for it to be capable of operating in the manner intended
by management.

e When parts of an item of property, plant and equipment have different useful lives, they are accounted
for as separate items (major components). The cost of replacement spares/ major inspection relating
to property, plant and equipment is capitalized only when it is probable that future economic benefits
associated with these will flow to the company and the cost of the item can be measured reliably.

e On disposal of an item of property, plant and equipment, the differences between the disposal
proceeds and its carrying amount is recognised in the Statement of Profit and Loss. The residual
values, useful life and method of depreciation of property, plant and equipment are reviewed at each
financial year and adjusted prospectively, if appropriate. Capital work in progress comprises of the
cost of fixed asset that are not yet ready for their intended use at the reporting date.

e Intangible assets are recorded at the cost of acquisition of such assets and are carried at cost less
accumulated depreciation and impairment, if any.

e Depreciation is provided on Written Down Value Method in accordance with Schedule II of the
Companies Act, 2013. The useful life adopted is as prescribed under Schedule II of the Companies
Act 2013, except for the following assets for which a different useful life has been adopted on the
basis of technical evaluation/management estimate, based on a review by the management at the year
end:-
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a) The cost of lease holds improvements are amortised on a straight-line basis over the lease period.

b) Cost of license is capitalised as intangible asset and amortized over the license period. Also, the
cost of software is capitalised as intangible asset and amortised on a straight-line basis over the
useful life of 5 years.

c) Assets individually costing % 2,000/- or less are fully depreciated in the year of purchase.

Impairment of Assets
Group

The Group assesses at each Balance Sheet date whether there is any indication that an asset is impaired.
Impairment loss, if any, is provided in the Profit and Loss account to the extent the carrying amount of
assets exceeds their estimated recoverable amount.

Non-Banking Assets acquired in Satisfaction of Claims
The Bank

Non-Banking assets acquired in settlement of debts / dues are accounted at the lower of their cost of
acquisition or net realizable value.

Lease transactions
Operating Lease
The Group

Leases where the lessor effectively retains substantially all the risks and benefits of ownership over the
lease term are classified as operating lease. Lease payments for assets taken on operating lease are
recognized as an expense in the Profit and Loss Account as per the lease terms. Initial direct costs in respect
of operating leases such as legal costs, brokerage costs, etc. are recognized as expense immediately in the
Profit and Loss Account.

Employee benefits
The Bank
Defined Contribution Plan
a) Provident Fund

Employees covered under contributory provident fund scheme are entitled for retirement benefit in the
form of provident fund, which is a defined contribution plan. Aggregate contributions along with
interest thereon are paid on retirement, death, incapacitation, or termination of employment. Both the
employee and the Bank contribute at specific rates of the salary to the provident fund account
maintained with the Federal Bank (Employees’) Provident Fund Trust. The contribution paid/payable
by the Bank to The Federal Bank (Employees’) Provident Fund Trust, administered by the trustees, is
charged to the Profit and Loss account.

b) National Pension System (‘NPS”)

In respect of employees who are covered under NPS, the Bank contributes certain percentage of the
sum of basic salary and dearness allowance of employees to the aforesaid scheme, a defined
contribution plan, which is managed and administered by pension fund management companies and
regulated by Pension Fund Regulatory and Development Authority (PFRDA). NPS contributions are
recognised in the Profit and Loss Account in the period in which they accrue. The Bank has no liability
other than its contribution and recognises such contributions as an expense in the year incurred.
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Defined Benefit Plan

a)

b)

Pension Fund

Employees covered under pension scheme are entitled to get pension benefits, which is a defined
benefit plan. The Bank contributes at specific rates of the salary to the Federal Bank (Employees”)
Pension Fund Trust set up by the Bank and administered by the Trustees. Additional amount being the
liability shortfall as ascertained by an independent actuary, contributed towards The Federal Bank
Employees’ Pension Fund, is determined on actuarial basis on projected unit credit method as on the
Balance Sheet dates. The contribution paid/payable by the Bank to Federal Bank Employees’ Pension
Fund is charged to the Profit and Loss account.

Gratuity

All employees of the Bank are entitled for gratuity benefits, which is a defined benefit plan. The Bank
makes contributions to The Federal Bank Employees’ Gratuity Trust Fund, which is administered and
managed by the Trustees. Liabilities with regard to the gratuity plan are determined by Actuarial
valuation as on the Balance Sheet date, based upon which, the Bank contributes all the ascertained
liabilities to the Federal Bank Employees’ Gratuity Trust Fund. The contribution paid/payable by the
Bank to the Federal Bank Employees’ Gratuity Trust Fund is charged to the Profit and Loss account.

Other Employee Benefits

Compensation for absence on Privilege / Sick / Casual Leave / Leave Travel Concession (LTC)
& other Short-term employee benefits

The employees of the Bank are entitled to compensated absence on account of privilege / sick / casual
leave as per the leave rules. The Bank measures the long term expected cost of compensated absence
as a result of the unused entitlement that has accumulated at the balance sheet date based on actuarial
valuation and such costs are recognized in the Profit and Loss account.

The employees are also eligible for LTC as per the rules. The estimated cost of unused entitlement as
on the Balance Sheet date based on actuarial valuation is provided for.

The undiscounted amount of Short-term employee benefits expected to be paid in exchange for the
services rendered by employees is recognized during the period when the employees render the service.
These benefits include performance incentives.

Fedbank Financial Services Limited

a)

b)

Defined Contribution Plan

The Company has defined contribution plans for employees comprising of Provident Fund and Employee
State Insurance. The contributions paid/payable to these plans during the year are charged to Statement
of Profit and Loss for the year.

Defined Benefit Plan

Payment of gratuity to employees is covered by the "Exide Life Group Gratuity Unit Linked Scheme" of
the Exide life Insurance Company Limited, which is a defined benefit scheme and the company, makes
contribution under the said scheme. The net present value of the obligation for gratuity benefits as
determined on the independent actuarial valuation, conducted annually using the projected unit credit
method, as adjusted for unrecognised past service cost if any and as reduced by the fair value of planned
asset is recognized in the accounts. Actuarial gains and losses are recognized in full in the Statement of
Profit and Loss for the period in which they occur.
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¢) Other Long Term Employee Benefits

The company has a scheme for compensated absences for employees, the liability of which is determined
on the basis of an independent actuarial valuation carried out at the end of the year, using the projected
unit credit method. Actuarial gains and losses are recognised in full in the Statement of Profit and Loss
for the period in which they occur.

d) Short Term Employee Benefits

All employee benefits payable wholly within twelve months of rendering the service are classified as
short-term employee benefits and the undiscounted amounts are recognized as expenses in the Statement
of Profit and Loss of the year in which the related services are rendered.

Federal Operations and Services Limited

a) Defined Contribution Plan
The Company has defined contribution plans for employees comprising of Provident Fund and Employee
State Insurance and labour welfare fund. The contributions paid/payable to these plans during the year
are charged to Statement of Profit and Loss for the year.

b) Defined Benefit Plan
The Company pays gratuity, a defined benefit plan, to employees who retire or resign. The company
provides gratuity to the eligible employees as a terminal benefit. These liabilities are determined on
actuarial valuation, conducted annually using projected unit credit method at balance sheet date. Actuarial
gains and losses are recognised in full in the Statement of Profit and Loss for the period in which they
occur.

c) Short Term Employee Benefits
All employee benefits payable wholly within twelve months of rendering the service are classified as
short-term employee benefits and the undiscounted amounts are recognized as expenses in the Statement
of Profit and Loss of the year in which the related services are rendered.

5.14 Employee Stock Option Scheme
The Bank

The Bank has formulated Employee Stock Option Scheme (ESOS) 2010 & Employee Stock Option Scheme
(ESOS) 2017 in accordance with Securities and Exchange Board of India (Employee Stock Option Scheme)
Guidelines, 1999, and the same is in consonance as per the provisions and requirements under the SEBI
(Share Based Employee Benefits and Sweat Equity) Regulations, 2021. The Schemes provided for grant of
options to Employees and whole time Directors of the Bank to acquire Equity Shares of the Bank that vest
in a graded manner and that are to be exercised within a specified period.

In accordance with the SEBI Guidelines and the Guidance Note on “Accounting for Share-based payments”
issued by the ICAI, the Bank follows ‘Intrinsic value method’ for accounting of ESOS based on which, the
excess, if any, of the closing market price of the share on the date preceding the date of grant of the option
under ESOS over the exercise price of the option is amortized on a straight line basis over the vesting period.

The market price is the latest available closing price, prior to the date of grant, on the stock exchange on
which the shares of the Bank are listed. If the shares are listed on more than one stock exchange, then the
stock exchange where there is highest trading volume on the said date is considered.

However, the stock options granted to Material risk takers, after March 31, 2021 are accounted as per ‘Fair

value method’ using Black-Scholes model, which is recognized as compensation expense over the vesting
period in line with extant RBI guidelines.
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Fedbank Financial Services Limited

Stock options granted to employees under the stock option schemes are accounted using the intrinsic value
method prescribed in the Guidance Note on Employees Share Based Payments issued by The Institute of
Chartered Accountants of India. The intrinsic value of the option being excess of market value of the
underlying share immediately prior to date of grant over its exercise price is considered as deferred
employee compensation. The expense on deferred employee compensation is recognized in Profit and Loss
Account on straight line basis over the vesting period of the option. The options that lapse are reversed by
a credit to expense, equal to the amortized portion of value of lapsed portion.

Debit and Credit card reward points
The Bank

The Bank runs a loyalty program which seeks to recognize and reward customers based on their relationship
with the Bank. Under the program, eligible customers are granted loyalty points redeemable in future,
subject to certain conditions. The Bank estimates the probable redemption of such loyalty/reward points
using an actuarial method on a quarterly basis by employing independent actuary, which includes
assumptions such as mortality, redemption, spends, discount rate, value of reward points etc. Provision for
said reward points is then made based on the actuarial valuation report as furnished by the said independent
Actuary and such costs are recognized in the Profit and Loss account and liabilities on the outstanding
reward points as at the Balance Sheet date is included in ‘Others’ under Schedule 5 - Other liabilities and
provisions.

Taxation
Group
Income tax expense is the aggregate amount of current tax and deferred tax charge.

Current tax is the amount of tax payable on the taxable income for the year as determined in accordance
with the applicable tax rates and the provisions of the Income Tax Act, 1961 and other applicable tax laws.
Deferred tax is recognized on timing differences, being the differences between the taxable income and the
accounting income that originate in one period and are capable of reversal in one or more subsequent
periods. Deferred tax is measured using the tax rates and the tax laws enacted or substantively enacted as
at the reporting date. Deferred tax liabilities are recognized for all timing differences. Deferred tax assets
are recognized for timing differences of items other than unabsorbed depreciation and carry forward losses
only to the extent that reasonable certainty exists that sufficient future taxable income will be available
against which these can be realized. However, if there are unabsorbed depreciation and carry forward of
losses and items relating to capital losses, deferred tax assets are recognized only if there is virtual certainty
supported by convincing evidence that there will be sufficient future taxable income available to realize
the assets. Deferred tax assets and liabilities are offset if such items relate to taxes on income levied by the
same governing tax laws and the Group has a legally enforceable right for such set off. Deferred tax assets
are reviewed at each balance sheet date for their realisability.

Current and deferred taxes relating to items directly recognized in reserves are adjusted in reserves and not
in Profit and Loss Account.

Input Credit under GST

Group

Goods & Service tax input credit is accounted for in the books within the time limit prescribed under CGST
Rules, 2017, as amended.
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Share issue expenses
Group

Share issue expenses are adjusted from Share Premium Account in terms of Section 52 of the Companies
Act, 2013.

Corporate Social Responsibility
Group

Expenditure towards Corporate Social Responsibility, in accordance with Companies Act, 2013 is
recognized in the Profit and Loss Account.

Earnings per Share
Group

The Group reports basic and diluted earnings per share in accordance with Accounting Standard 20 -
“Earnings per Share”, issued by the ICALI, as prescribed under Section 133 of the Companies Act, 2013 read
together with the Companies (Accounting Standards) Rules, 2021. Basic earnings per share is computed by
dividing the net profit after tax attributable to equity shareholders outstanding by the weighted average
number of equity shares outstanding for the year.

Diluted earnings per share reflect the potential dilution that could occur if securities or other contracts to
issue equity shares were exercised or converted during the year. Diluted earnings per share is computed
using the weighted average number of equity shares and dilutive potential equity shares outstanding at the
year-end except where the results are anti-dilutive. The weighted average number of equity shares
outstanding during the year is adjusted for events of bonus issue, bonus element in a rights issue to existing
shareholders, and share split.

Provisions, contingent liabilities, and contingent assets
Group

In accordance with Accounting Standard - 29 “Provisions, Contingent Liabilities and Contingent Assets”
issued by ICALI, as notified under Section 133 of the Companies Act, 2013 read together with the Companies
(Accounting Standards) Rules, 2021, a provision is recognized when the group has a present obligation as
a result of past events and it is probable that an outflow of resources embodying economic benefits will be
required to settle the obligation, in respect of which a reliable estimate can be made. Provisions (excluding
retirement benefits) are not discounted to its present value and are determined based on management best
estimate required to settle the obligation at the Balance Sheet date, supplemented by experience of similar
transactions. These are reviewed at each Balance Sheet date and adjusted to reflect the current best
estimates. If it is no longer probable that an outflow of resources would be required to settle the obligation,
the provision is reversed.

No provision is recognized and a disclosure of contingent liability is made when there is:

L. a possible obligation arising from a past event, the existence of which will be confirmed by
occurrence or non-occurrence of one or more uncertain future events not within the control of
the group; or

II. a present obligation arising from a past event which is not recognized because:
a) it is not probable that an outflow of resources will be required to settle the obligation; or
b) areliable estimate of the amount of the obligation cannot be made.

The group does not expect the outcome of these contingencies to have a materially adverse effect on its
financial results.
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No provision or disclosure is made when there is a possible obligation or a present obligation in respect of
which the likelihood of outflow of resources is remote.

Contingent assets, if any, are not recognized nor disclosed in the financial statements since this may result
in the recognition of income that may never be realized. However, contingent assets are assessed continually
and if it is virtually certain that an inflow of economic benefits will arise, the asset and related income are
recognized in the period in which the change occurs.

Further in the case of Fedbank Financial Services Limited-

Secured/Unsecured Loans are classified/ provided for, as per the management’s best estimates, subject to
the minimum provision required as per Non-Banking Financial Company - Systemically Important Non-
Deposit taking Company and Deposit taking Company (Reserve Bank) Directions, 2016.

Company follows a write back policy of provisions which are carried forward for more than 15 months,
excluding those pertaining to holding Company, employee benefits or any kind of provision which is in
dispute with regulatory authority.

Segment information

Group

The disclosure relating to segment information is in accordance with AS-17, Segment Reporting and as per
guidelines issued by RBI.

Accounting for Dividend

Group

In terms of Accounting Standard 4 - "Contingencies and Events occurring after the Balance sheet date"
issued by the ICAI, as notified under Section 133 of the Companies Act, 2013 read together with the
Companies (Accounting Standards) Rules, 2021, Proposed Dividend or Dividend declared after balance
sheet date are not shown as liability in current year balance sheet. This is disclosed in the notes to accounts.
The same is recognized in the year of actual payout post approval of shareholders. However, the Group
reckons proposed dividend in determining capital funds in computing the capital adequacy ratio.

Cash and Cash Equivalents

Group

Cash and cash equivalents include cash in hand, balances with Reserve Bank of India and Balances with
Other Banks / institutions and money at call and short notice (including the effect of changes in exchange
rates on cash and cash equivalents in foreign currency).
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Amounts in Notes to Accounts forming part of the Consolidated Financial Statements for the year ended March
31, 2023 are denominated in X Crore to conform to extant RBI guidelines except where stated otherwise.

1.1. Share Capital

A. Equity Issue

During the year, the Bank has allotted 13,637,270 (previous year 1,547,231) equity shares consequent to
exercise of ESOS vested. Accordingly, the share capital increased by % 2.73 Crore (previous year X 0.31 Crore)
and Reserves (share premium) increased by X 92.40 Crore (previous year X 9.08 Crore).

During the year, the share capital of the Bank increased by % 0.35 Lakhs (previous year Nil) and Reserves (share
premium) increased by X 8.40 Lakhs (previous year Nil) consequent to allotment of 17,500 shares pertaining to
Rights issue of 2007, which were kept in abeyance following Orders from Courts.

Further, the share capital of the Bank increased by ¥ 0.04 Lakhs (previous year Nil) and Reserves (share
premium) increased by T 0.53 Lakhs (previous year Nil) consequent to receipt of calls in arrears pertaining to
2,500 shares.

During the previous year, Bank had issued 104,846,394 equity shares of ¥ 2 each for cash pursuant to a
preferential allotment at ¥ 87.39 per share aggregating to ¥ 916.25 Crore (including share premium). This
resulted in an increase of X 20.97 Crore in Share Capital and X 894.77 Crore (net of share issue expenses X 0.51
Crore) in Reserves (share premium) of the bank.

B. Subscribed and paid up capital includes:

(1) 16,590 equity shares of X 2/- each (previous year 16,590 equity shares of X 2/- each) issued for
consideration other than cash.

(i) 25,361,023 underlying equity shares of % 2/- each (previous year 28,361,023 equity shares of X 2/-
each) held by custodian on behalf of holders of Global Depository Receipts (GDRs).

C. The following allotments are kept pending following Orders from various Courts:
(i) Allotment of 6,530 equity shares of % 2/- each (previous year 6,530 equity shares of T 2/- each)
pertaining to the Rights issue of 1993 issued at a premium of X 5/- per share.

(il) 262,100 equity shares of X 2/- each (previous year 262,100 equity shares of X 2/- each) pertaining to
the Rights issue of 1996 issued at a premium of X 28/- per share.

(iii)) 1,056,665 equity shares of X 2/- each (previous year 1,074,165 equity shares of ¥ 2/- each) at a
premium of % 48/- per share pertaining to Rights issue of 2007 .

Listing of shares and credit in demat account in respect of the following Bonus issues are kept in abeyance
consequent to injunction orders from various Courts:

(1) 396,670 equity shares of T 2/- each (previous year 406,670 equity shares of X 2/- each) out of the
Bonus issue of 2004 and

(il)) 597,005 equity shares of X 2/- each (previous year 612,005 equity shares of X 2/- each) out of the
Bonus issue of 2015.

Listing of shares and subsequent credit in demat account of shareholders concerned in respect of 10,000 equity

shares out of the Bonus issue of 2004 and 15,000 equity shares out of the Bonus issue of 2015 which were kept
in abeyance were executed on receipt of order from court during FY 22-23.
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D. Employee Stock Option Scheme (ESOS)
The Bank
(i) Employee Stock Option Scheme 2010 (ESOS 2010)

Shareholders of the Bank had approved Employee Stock Option Scheme 2010 (ESOS 2010) through postal
ballot, the result of which was announced on December 24, 2010, enabling the Board and/or the “Compensation
Committee” to grant such number of equity shares, including options, of the Bank not exceeding 5% of the
aggregate number of paid up equity shares of the Bank, in line with the guidelines of SEBI. The options granted
will vest based on the status of the employee on the date of vesting, subject to the fulfilment of the performance
criteria for the vesting. The exercise period would commence from the date of vesting and will expire on the
completion of five years from the date of vesting of options.

Stock option activity under the Scheme for the year ended March 31, 2023 is set out below:

. Weighted Weighted average
. No. of Range of exercise . .
Particulars Options rices () average exercise |remaining contractual
P P price %) life (Years)
Outstanding  at the 8277,686 | 28.63 - 112.35 51.40 0.81
beginning of the year
Granted during the year - -
Eé‘;rrc‘sed during  the 5,038,853 28.63-79.45 48.76
Forfeited/lapsed  during 1,678,963 28.63 - 62.00 44.09
the year
Outstanding at the end of 1,559,870 | 53.70-112.35 67.76 0.97
the year
Exercisable at the end of 1,559,870 | 53.70-112.35 67.76 0.97
the year

Stock option activity under the Scheme for the year ended March 31, 2022 is set out below:

. Weighted Weighted average
. No. of Range of exercise . e
Particulars Ovtions rices (3) average exercise |remaining contractual
P P price (3) life (Years)
Outstanding  ~at the 9,196,193 |  28.63-112.35 50.80 176
beginning of the year
Granted during the year - - - -
Exercised  during  the 918,047 |  28.63-62.00 45.45 -
year
Forfeited/lapsed during 460 28,63 — 28.63 78.63 )
the year
Outstanding at the end of 8,277,686 | 28.63-11235 51.40 0.81
the year
Exercisable at the end of 8,277,686 | 28.63-11235 51.40 0.81
the year

As per SEBI guidelines and the Guidance Note on “Accounting for Share-based Payments” issued by the ICAI,
the accounting for ESOS can be done either under the “Intrinsic value method” or “Fair value method”. The
Compensation Committee in their meeting dated May 10, 2012 decided to adopt “Intrinsic value method” for
accounting of ESOS, in terms of the power vested on them as per the resolution of EGM dated December 24,
2010. No cost has been incurred by the Bank on ESOS issued to the employees of the Bank under the intrinsic
value method during the year ended March 31, 2023 (previous year Nil).
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ii) Employee Stock Option Scheme 2017 (ESOS 2017)

Shareholders of the Bank had approved The Federal Bank Limited Employee Stock Option Scheme 2017
(ESOS 2017) AGM held on July 14, 2017, as a Special Resolution, enabling the Board and/or the
“Compensation Committee” to grant such number of equity shares, including options, of the Bank not exceeding
5% of the aggregate number of paid up equity shares of the Bank, in line with the guidelines of SEBI. The
options granted will vest based on the status of the employee on the date of vesting, subject to the fulfilment of
the performance criteria for the vesting. The exercise period would commence from the date of vesting and will
expire on the completion of five years from the date of vesting of options.

Stock option activity under the Scheme for the year ended March 31, 2023 is set out below:

. Weighted Weighted average
. No. of Range of exercise . et
Particulars Ovtions rices (2) average exercise |remaining contractual
P P price (3) life (Years)

Outstanding ~ at  the 77,129,660 |  38.30 - 116.85 81.24 4.49
beginning of the year

Granted during the year* 4,503,375 87.30-135.65 89.07 7.49
Ejfrrmed during  the 8,598,417 38.30-116.85 82.05 -
Forfeited/lapsed  during 7,50,956 38.30-116.85 64.12 -
the year

Outstanding at the end of 72.283.662 | 38.30-135.65 81.81 383
the year

Exercisable at the end of 47,477,097 38.30-116.85 91.75 2.48
the year

Stock option activity under the Scheme for the year ended March 31, 2022 is set out below:

No. of Range of exercise Weighted Weighted average
Particulars o t.ions rices (2) average exercise |remaining contractual
P P price (3) life (Years)
Outstanding ~ at —the | 94 076 966 | 3830 116.85 80.98 5.35
beginning of the year
5;::::‘1 during  the 3,733,250 | 77.55-91.35 83.85 7.44
Exercised during —the 629,184 |  81.95-98.70 82.92 -
year
Forfeited/lapsed - during 901,372 | 38.30-116.85 69.03 -
the year
Outstanding at the end of | 97 159 660 | 38.30-116.85 81.24 4.49
the year
Exercisable at the end of | 43 045 557 | 3830- 116.85 94.96 2.87
the year
*Details of options granted during the year ended March 31, 2023 are given below:
No. of options Grant price
Date of grant Granted (X per option)
June 18, 2022 4,258,375 87.30
July 07, 2022 35,000 95.55
October 07, 2022 150,000 120.85
November 14, 2022 5,000 135.05
January 10, 2023 5,000 135.65
February 17, 2023 50,000 130.25
**Details of options granted during the year ended March 31, 2022 are given below:
No. of options Grant price
Date of grant Granted (X per option)

April 30, 2021 1,000,000 77.55
June 09, 2021 2,675,250 86.20
August 27, 2021 33,000 78.20
January 10, 2022 25,000 91.35
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As per SEBI guidelines and the Guidance Note on “Accounting for Share based payments” issued by the ICAI,
the accounting for ESOS can be done either under the “Intrinsic value method” or “Fair value method”. The
Compensation Committee in their meeting dated May 10, 2012 decided to adopt “Intrinsic value method” for
accounting of ESOS, in terms of the power vested on them as per the resolution of EGM dated December 24,
2010.Accordingly options under the scheme are accounted using the intrinsic value method except as stated
otherwise. No cost has been incurred by the Bank on ESOS issued to the employees of the Bank under the
intrinsic value method during the year ended March 31, 2023 (previous year Nil).

In compliance with RBI guidelines, stock options granted to Whole Time Directors/Chief Executive Officer and
Material Risk Takers after the year ended March 31, 2021 have been accounted using fair value method.
Accordingly, the Bank has recognised X 1.11 Crore as employee cost in the Profit and Loss Account during the
year ended March 31, 2023 (previous year X 0.51 Crore).

The options were exercised regularly throughout the year and weighted average share price as per National
Stock Exchange price volume data during the year ended March 31, 2023 was X 116.59 (previous year X 88.68).

iii) Effect of Fair value method of accounting ESOS
The Bank

If “Fair Value Method” had been adopted based on “Black-Scholes pricing model” for pricing and accounting of
options which are presently accounted using “Intrinsic Value Method”, net profit after tax would be lower by
15.99 Crore (previous year X 21.10 Crore). The modified basic and diluted earnings per share for the year had
the Bank followed Fair Value Method for accounting of options which are presently accounted using intrinsic
value method would be X 14.20 and X 14.07 (previous year X 9.03 and X 8.97) respectively.

Weighted average fair value of options granted during the years ended March 31, 2023 and March 31, 2022 are
as follows:

Particulars March 31, 2023 March 31, 2022
Weighted average fair value of
options granted during the year (in ) 31.93 30.53

The fair value of the options is estimated on the date of the grant using the Black-Scholes pricing model, with
the following assumptions:

Particulars March 31, 2023 March 31, 2022
Dividend yield 1% - 2% 1% -2%
Expected life (in years) 3-5 3-4.63

Risk free interest rate

5.00% -8.50%

5.00% - 7.75%

Expected volatility 20% - 50% 30% - 50%
How expected volatility was
determined, including an Volatility is based on historical Volatility is based on historical

explanation of the extent to which
expected volatility was based on
historical volatility.

data over the expected life of the
option.

data over the expected life of the
option.

The method used and the
assumptions made to incorporate the
effects of expected early exercise.

It is assumed that the options will
be exercised within the exercise
period.

It is assumed that the options will
be exercised within the exercise
period.

Whether and how any other features
of the option grant were
incorporated into the measurement
of fair value, such as a market
condition.

Stock price and risk free interest
rate are variables based on actual
market data at the time of
valuation.

Stock price and risk free interest
rate are variables based on actual
market data at the time of
valuation.

Note: The above information is certified by the actuary and relied upon by the auditors.
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Fedbank Financial Services Limited
(i) Employee Stock Option Plan 2018 (ESOP)

Shareholders of the Company had approved Fedbank Financial Services Limited Employee Stock Option Plan
2018 (ESOP), the result of which was announced on November 13, 2018, enabling the Board and/or the
“Compensation Committee” to grant such number of equity shares, including options, of the Company not
exceeding 6% of the aggregate number of paid up equity shares of the Company, in line with the guidelines of
SEBI. Pursuant thereto, the Compensation Committee of the Company granted the following options:

Movement in the options outstanding under the Employee Stock Option Plan

(Number of Options)
Particulars March 31, 2023 March 31, 2022
Outstanding at the beginning of the year 7,870,351 8,151,351
Granted during the year 6,281,250 -
Exercised during the year 394,000 281,000
Forfeited/lapsed during the year 281,250 -
Outstanding at the end of the year 13,476,351 7,870,351
Exercisable at the end of the year 2,110,000 1,439,000

(ii) Effect of Fair value method of accounting ESOP

If “Fair Value Method” had been adopted based on “Black-Scholes pricing model” for pricing and accounting
of options, net profit would be lower by ¥ 5.80 Crore (previous year X 2.18 Crore). The modified basic and
diluted earnings per share for the year, had the Company followed Fair Value Method for accounting of ESOP
would be X 5.05 and T 5.05 (previous year X 3.13 and X 3.13) respectively.

Group
Effect of Fair value method of accounting ESOS

If “Fair Value Method” had been adopted based on “Black-Scholes pricing model” for pricing and accounting of
options which are presently accounted using “Intrinsic Value Method”, net profit after tax would be lower by
20.24 Crore (previous year X 22.70 Crore). The modified basic and diluted earnings per share for the year, had
the Group followed Fair Value Method for accounting of options which are presently accounted using intrinsic
value method would be % 14.91 and X 14.77 (previous year X 9.41 and X 9.35) respectively.

E. Dividend

The Board of Directors have recommended a dividend of 50% i.e. ¥ 1.00/- per Equity Share on face value of
%2/- each for the year 2022-23 (Previous Year X 1.80/- per Equity Share) subject to the approval of the members
at the ensuing Annual General Meeting.

In terms of Accounting Standard (AS) 4 "Contingencies and Events occurring after the Balance sheet date" the
Bank has not appropriated proposed dividend aggregating to X 211.62 Crore from the Profit and loss account for
the year ended March 31, 2023. However, the effect of the proposed dividend has been reckoned in determining
capital funds in the computation of Capital adequacy ratio.
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1.2 Employee Benefits (AS 15)

1.2.1 Defined Contribution Plan
The Bank
Provident Fund

Employees who have not opted for pension plan are eligible to get benefits from provident fund, which is a
defined contribution plan. Aggregate contributions along with interest thereon are paid on retirement, death,
incapacitation or termination of employment. Both the employee and the Bank contribute a specified percentage
of the salary to the Federal Bank (Employees’) Provident Fund Trust. The Bank has no obligation other than the
monthly contribution.

National Pension System

As per the industry level settlement dated April 27, 2010, a Defined Contributory Pension Scheme (DCPS) in
line with the National Pension System (introduced for employees of Central Government) was implemented and
employees who are covered under National Pension System are not eligible for the existing pension scheme.
Employee shall contribute 10% of their Basic Pay and Dearness Allowance towards DCPS and the Bank shall
contribute 14% of the Basic Pay and Dearness Allowance towards DCPS. There is no separate Provident Fund
for employees covered under National Pension System.

The Subsidiaries

The subsidiaries have defined contribution plans for employees comprising of Provident Fund and Employee
State Insurance. The contributions paid/payable to these plans during the year are charged to the Statement of
Profit and Loss for the year.

Group

The Group makes Provident Fund, Employee State Insurance Scheme Contributions and Defined Contributory
Pension Scheme for Qualifying Employees. Under the schemes, the Group is required to contribute a specified
percentage of the payroll costs to fund the benefits. The Group recognised X 12.81 Crore (previous year X 9.70
Crore) for provident fund contributions, X 1.01 Crore (previous year X 0.85 Crore) for Employee State Insurance
Scheme Contributions and T 83.04 Crore (previous year X 77.82 Crore) for DCPS in the Consolidated Profit and
Loss Account. The Contributions payable to these plans by the group are at the rates specified in the rules of the
schemes.

1.2.2 Defined benefit plan
A. Gratuity
The Bank

The Bank provides for Gratuity, a defined benefit retirement plan (the “Gratuity Plan”) covering the eligible
employees. The Gratuity Plan provides a lump sum payment to vested employees on retirement, death,
incapacitation or termination of employment, of an amount based on the respective employees’ salary and the
tenure of employment. Vesting occurs upon completion of 4 years and 240 days of service as per Payment of
Gratuity Act, 1972 and its amendment with effect from March 29, 2018 or as per the provisions of the Federal
Bank Employees’ Gratuity Trust Fund Rules / Bi-partite Award provisions. Liabilities with regard to the
Gratuity Plan are determined by actuarial valuation as on the Balance Sheet date, based upon which, the Bank
contributes all the ascertained liabilities to the Federal Bank Employees’ Gratuity Trust Fund (the “Trust”).
Trustees administer contributions made to the Trust and contributions are invested in specific investments as
permitted by law.

Fedbank Financial Services Limited

Payment of gratuity to employees is covered by the "Exide Life Group Gratuity Unit Linked Scheme" of the
Exide life Insurance Company Limited, which is a defined benefit scheme and the Company makes contribution
under the said scheme. The net present value of the obligation for gratuity benefits as determined on the
independent actuarial valuation, conducted annually using the projected unit credit method, as adjusted for
unrecognised past service cost if any and as reduced by the fair value of planned asset is recognized in the
accounts. Actuarial gains and losses are recognized in full in the Statement of Profit and Loss for the period in
which they occur.
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Federal Operations and Services Limited

The Company pays gratuity, a defined benefit plan, to employees who retire or resign. The Company provides
gratuity to the eligible employees as a terminal benefit. These liabilities are determined on the basis of actuarial
valuation under projected unit credit method at the Balance Sheet date. Actuarial gains and losses are recognised
in full in the Statement of Profit and Loss for the period in which they occur.

B. Superannuation / Pension
The Bank

The Bank provides for monthly pension, a defined benefit retirement plan (the “pension plan”) covering eligible
employees. The pension plan provides a monthly pension after retirement of the employees till death and to the
family after the death of the pensioner. The monthly pension is based on the respective employees’ salary and
the tenure of employment. Vesting occurs upon completion of ten years of service. Liabilities with regard to the
pension plan are determined by actuarial valuation as on the Balance Sheet date, based upon which, the Bank
contributes all the ascertained liabilities to the Federal Bank (Employees’) Pension Fund Trust (the “Trust”).
Trustees administer contributions made to the Trust and contributions are invested in specific investments as
permitted by law.

The following table as furnished by actuary sets out the funded status of gratuity / pension plan and the amount
recognized in the Group’s Financial Statements for the years indicated:

(i) Change in benefit obligations
(Amount in X Crore

Gratuity Plan Pension Plan
Particulars FBL FFSL FOSL FBL
March March March March March March March March
31,2023 | 31,2022 | 31,2023 | 31,2022 | 31,2023 | 31,2022 | 31,2023 | 31,2022
Projected
benefit
f}f’;lgmon W1 45129 | 467.81 3.19 2.49 0.45 0.16 | 1,747.94 | 1,486.28
beginning of
the year
Current 30.56 29.27 2.18 1.62 0.35 028 | 381.76 | 388.95
Service Cost
Interest cost 31.45 31.79 0.19 0.14 0.03 0.01 116.86 70.65
Actuarial .
(cain)! loss (7.48) (5.84) (0.33) (0.94) (0.15) (16537) |  295.67
E;Iéeﬁts (65.09) | (71.74) (0.61) (0.12) ; -| (379.63) | (493.61)
Projected
benefit
obligation 440.73 |  451.29 4.62 3.19 0.68 0.45 | 1,701.56 | 1,747.94
at the end
of the year

* denotes figures less than X 1 lakh

(i) Change in plan assets
(Amount in X Crore)

Gratuity Plan Pension Plan
FBL FFSL FBL
March March March March March March
31, 2023 31, 2022 31,2023 31, 2022 31, 2023 31, 2022

Particulars

Plan assets at the

beginning of the year at 493.78 469.49 3.07 2.33 1,803.99 1,494.71
fair value
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Adjustment to Opening i ) 0.09 ) ) )
Fair Value of Plan Asset )

aES"SI;f:ted return on plan 35.40 37.56 0.18 0.17 131.15 119.58
Actuarial gain/(loss) 0.01 1.67 (0.18) (0.01) 0.09 12.35
Employer’s Contributions - 56.79 - 0.70 141.54 670.96
Benefits paid (65.09) (71.73) (0.29) (0.12) (379.63) | (493.61)
Plan assets at the end of | 0, o 493.78 2.87 3.07 1,697.14 | 1,803.99
the year at fair value

(iii) Reconciliation of present value of the obligation and the fair value of the plan assets

(Amount in X Crore)

Gratuity Plan Pension Plan
Particulars FBL FFSL FOSL FBL
March March March March March March March March
31,2023 | 31,2022 | 31,2023 | 31,2022 | 31,2023 | 31,2022 | 31,2023 | 31,2022
Fair value of
plan assets at
the end of the 464.10 493.78 2.87 3.07 - - | 1,697.14 | 1,803.99
year
Present value
of the defined
ben.eﬁt. 440.73 451.29 4.62 3.19 0.68 0.45 | 1,701.56 | 1,747.94
obligations at
the end of the
year
Liability/
(Asset)
recognized in
the (23.37) (42.49) 1.75 0.12 0.68 0.45 4.42 [ (56.05)
Consolidated
Balance
Sheet
(iv) Gratuity/ pension cost
(Amount in X Crore)
Gratuity Plan Pension Plan
Particulars FBL FFSL FOSL FBL
March March March March March March March March
31,2023 | 31,2022 | 31,2023 | 31,2022 | 31,2023 | 31,2022 | 31,2023 | 31,2021
Current 30.56 | 29.27 2.18 1.62 0.35 0.28 381.76 | 388.95
Service cost
Interest cost 31.45 31.79 0.19 0.14 0.03 0.01 116.86 70.65
Expected
return on plan | (35.40) | (37.56) (0.18) 0.17) - - (131.15) | (119.58)
assets
Actuarial
(ain)/loss (7.50) (7.51) (0.15) (0.93) (0.15) * (165.45) 283.32
Net Cost 19.11 15.99 2.04 0.66 0.23 0.29 202.02 623.34
Other direct
contributions - - - - - - (0.51) (37.52)
to the Fund
Net Cost
Debit to
Consolidated 19.11 15.99 2.04 0.66 0.23 0.29 201.51 585.82%
Profit and
Loss Account
Actual return
on plan | 35.42 39.23 - - - - 131.23 131.93
assets™
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* denotes figures less than X 1 lakh

# _ Includes entire additional liability of ¥ 177.32 Crore provided by the Bank during the year ended March 31,
2022 pursuant to the revision in family pension payable to employees of the Bank covered under 11" Bipartite

Settlement/Joint Note dated November 11, 2020.

#Figures taken from Audited Financial statements of respective trusts.

(v) Investment details of plan Assets*

(Amount in X Crore)
Gratuity Plan Pension Plan
Particulars FBL FBL
March 31, March 31, March 31, March 31,
2023 2022 2023 2022

Central and state Government bonds - - - -
Other debt securities - - - 5.00
Balance in Saving bank account with the Bank 0.86 2.07 13.04 3.90
Net current assets - - - 0.32
Balance with LIC/ABSL # 463.24 491.71 1,684.10 1,794.77
Total 464.10 493.78 1,697.14 1,803.99

* - Figures taken from Audited Financial statements of respective trusts.

#

In the absence of detailed information regarding plan assets which is funded with Life Insurance Corporation

of India (LIC) and Aditya Birla Sun Life Insurance Company Limited (ABSL), the composition of each
major category of plan assets, the percentage or amount for each category to the fair value of plan assets has

not been disclosed.

(vi) Experience adjustments

a) Gratuity Plan
The Bank
(Amount in X Crore)
Particulars March March March March March March
" 31,2023 | 31,2022 | 31,2021 31,2020 | 31,2019 | 31,2018
Defined Benefit Obligations 440.73 451.29 467.81 374.63 329.19 311.55
Plan Assets 464.10 493.78 469.49 369.30 334.23 265.75
Surplus/(Deficit) 23.37 42.49 1.68 (5.33) 5.04 (45.80)
Experience adjustments on Plan
Liabilities [(Gain)/Loss] 2.78 8.09 (89.21) (10.09) (6.56) (7.08)
Experience Adjustments on Plan
Assets [Gain/ (Loss)] 4.11 (7.67) 7.20 3.29 0.77 1.97
Fedbank Financial Services Limited
(Amount in X Crore)
Particulars March March March March March March
31,2023 | 31,2022 | 31,2021 | 31,2020 | 31,2019 31,2018
Defined Benefit obligations 4.62 3.19 2.49 1.81 1.07 0.64
Plan Assets 2.87 3.07 2.33 1.49 1.10 Nil
Surplus/(Deficit) (1.75) (0.12) (0.16) (0.31) 0.03 (0.64)
Experience adjustments on Plan
Liabilities [Gain/ (Loss)] 0.29 0.75 0.29 (0.07) 0.04 0.05
Actuarial gain / (loss) on Plan |, ) 0.01 015|  (0.01) 0.01 N.A.
Assets
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b) Pension Plan

The Bank
(Amount in X Crore)
Particulars March March March March March March
31,2023 31,2022 | 31,2021 31, 2020 31,2019 31,2018
Defined Benefit Obligations 1,701.56 | 1,747.94 | 1,486.28 1,197.98 983.39 899.64
Plan Assets 1,697.14 | 1,803.99 | 1,494.71 1,129.93 978.09 893.06
Surplus/(Deficit) (4.42) 56.05 8.43 (68.05) (5.30) (6.58)
Experience adjustments on Plan
Liabilitics [(Gain)/Loss] (128.95) | (342.70) | (327.78) (95.10) (39.39) (33.27)
Experience adjustments on Plan
Assets [Gain/(Loss)] 13.25 (0.49) 13.79 7.54 (3.14) 9.60
(vii) Assumptions
Gratuity Plan Pension Plan
. FBL FFSL FOSL FBL
Particulars
March March March March March March March March
31,2023 | 31,2022 | 31,2023 | 31,2022 | 31,2023 | 31,2022 | 31,2023 | 31,2022
Discount rate 7.51% 7.36% 7.13% 6.03% 7.31% 7.19% 7.50% 7.25%
Annuity rate
per  Rupee - - - - - - 134.64 146.69
(in %)
Salary
escalation 5.00% 5.00% 6.50% 6.50% 5.00% 5.00% 5.00% 5.00%
rate
Estimated
rate of return
7.17% 8.00% - - - - 7.27% 8.00%
on plan
assets
Aurition 2.00% | 2.00% : . : S| 100% | 1.00%
ate
Mortality IALM IALM IALM IALM IALM IALM IALM IALM
Table 2012—14 2012-14 2012-14 2012—14 2012-14 2012—14 2012-14 2012—14
Ultimate | Ultimate | Ultimate | Ultimate | Ultimate | Ultimate | Ultimate | Ultimate

The estimates of future salary increase considered in actuarial valuation take account of inflation, seniority,
promotion and other relevant factors.

The expected rate of return on plan assets is based on the average long-term rate of return expected on
investments of the Fund during the estimated term of the obligations.

As the contribution expected to be paid to the defined benefit plans during the annual period beginning after
the balance sheet date is based on various internal / external factors, a best estimate of the contribution is not
determinable.

The above information except otherwise stated is as certified by the actuary and relied upon by the auditors.
C. Leave Encashment/ Sick Leave / Leave Travel Concession / Unavailed Casual Leave

The Bank

The employees of the Bank are entitled to compensated absence. The employees can carry forward a portion of
the unutilised accrued compensated absence and utilise it in future periods or receive cash compensation at
retirement or termination of employment for the unutilized accrued compensated absence for a maximum of 240
days. The Bank records an obligation for compensated absences in the period in which the employee renders the
services that increase this entitlement. The Bank measures the expected cost of compensated absence as the
additional amount that the Bank expects to pay as a result of the unutilised entitlement that has accumulated at
the balance sheet date based on actuarial valuations.
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Fedbank Financial Services Limited

The Company has a scheme for compensated absences for employees, the liability of which is determined on the
basis of an independent actuarial valuation carried out at the end of the year, using the projected unit credit

method. Actuarial gains and losses are recognised in full in the Statement of Profit and Loss for the year in

which they occur.

Group

A sum of X 87.97 Crore (previous year ¥ 112.65 Crore) has been provided towards the above liabilities in
accordance with AS 15 based on actuarial valuation.

The actuarial liability of compensated absences of accumulated privilege, sick, casual leaves and leave travel
concession of the employees of the Group is given below:

(Amount in X Crore)

Particulars March 31, 2023 March 31, 2022
FBL FFSL FBL FFSL

Privilege leave 389.17 3.36 313.01 3.07
Sick leave 27.60 - 27.42 -
Leave travel concession 4421 - 33.48 -
Casual leave 1.92 - 2.23 -
Total actuarial liability 462.90 3.36 376.14 3.07
Assumptions

Discount rate 7.51% 7.13% 7.36% 6.03%
Salary escalation rate 5.00% 6.50% 5.00% 6.50%
Attrition rate 2.00% - 2.00% -

The discount rate is based on the prevailing market yields of Government of India securities as on the Balance
Sheet date for the estimated term of the obligations.

The estimate of future salary increases considered, takes into account the inflation, seniority, promotion,

increments and other relevant factors.

The above information is as certified by the actuary and relied upon by the auditors.
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1.3 Segment Reporting (AS 17)

A. Business Segments

Business of the Group is divided into four segments viz. Treasury, Corporate or Wholesale Banking, Retail
Banking and Other Banking Operations. The principal activities of these segments and income and expenses
structure are as follows:

Treasury

Treasury operations include trading and investments in Government Securities and corporate debt instruments,
equity and mutual funds, derivative trading and foreign exchange operations on proprietary account and for
customers.

The income of this segment primarily consists of earnings in the form of interest from the investment portfolio
of the group, gains, losses, margins and fee/charges on trading and foreign exchange operations. The principal
expense of the segment consists of interest expense on funds borrowed/utilized and other allocated overheads.
Provisions allocated to the segment consist of diminution in the value of non performing portfolio of the
segment.

Corporate/Wholesale Banking

The segment consists of lending of funds, acceptance of deposits and other banking services to corporates,
trusts, partnership firms, statutory bodies which are not considered under retail banking segment.

Revenue of this segment consists of interest earned, charges /fees from loans and other banking services
rendered to such customers. The principal expenses of the segment consist of interest expenses on funds
utilized and other expenses allocated as per the methodology approved by the board of the bank. Provisions
allocated to the segment include the loan loss provision and standard asset provision created for the portfolio
under the segment.

Retail banking

Retail banking constitutes lending of funds, acceptance of deposits and other banking services to any legal
person including small business customers, on the basis of the status of the borrower, nature of the product,
granularity of the exposure and quantum thereof.

Revenue of this segment consists of interest earned, charges /fees from loans and other banking services
rendered to such customers. The principal expenses of the segment consist of interest expenses on funds
utilized and other expenses allocated as per the methodology approved by the board of the Bank. Provisions
allocated to the segment includes the loan loss provision and standard asset provision created for the portfolio
under the segment.

As per the RBI Circular DOR.AUT.REC.12/22.01.001/2022-23 dated April 07, 2022 on establishment of
Digital Banking Unit (DBU), for the purpose of disclosure under 'Accounting Standard 17 - Segment Reporting',
‘Digital Banking’ has been identified as a sub-segment of the existing ‘Retail Banking’ segment by Reserve
Bank of India (RBI). The DBU of the Bank commenced operations during the quarter ended December 31, 2022
and accordingly the bank has disclosed the business involving digital banking products acquired by DBU,
together with existing digital banking products under the Digital Banking segment.

Other Banking Operations

This segment includes banking operations, not covered under any of the above segments such as para banking
operations. The income from such services and associated costs are disclosed in this segment.

Unallocated

All items that are reckoned at enterprise level and cannot be allocated to reportable segments are included in
unallocated portion. These mainly includes provision for tax (net of advance tax), deferred tax asset/liability,
fixed assets, cash and balances in other bank current accounts, etc. Unallocated segment revenue consists of
profit on sale of fixed assets, notice pay on resignation of employees etc.
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The following table sets forth, for the years indicated, the business segment results:

March 31, 2023
(Amount in  Crore)
Corporate/ Retail Other
Business Segments Treasury Wholesale Bankine Banking Total
. anking .
Banking Operations
Revenue 2,535.55 5,207.04 12,287.10 212.25 | 20,241.94
Result (net of provisions) 524.60 943.35 2,615.38 158.17 4,241.50
Unallocated income / (expense)
Operating profit (PBT)

Income taxes

Share in profit of associates

Minority interest

Extraordinary profit/(loss)

Net profit

OTHER INFORMATION

Segment assets 52,069.24 96,727.29 112,569.64 13.13 | 261,379.30

Unallocated assets 6,624.76

Total assets 268,004.06

242853.59

29,420.93 24,140.80 |  189,288.92

Segment liabilities

Unallocated liabilities 2,676.09

Total liabilities 245,529.68

# Sub segments included in retail banking are as follows:
(Amount in  Crore)

Sub Segment Revenue Result (Net of provisions) | Segment Assets | Segment liabilities
Digital Banking 903.54 113.59 4,165.92 12,037.20
Other Retail Banking 11,383.56 2,501.79 108,403.72 177,251.72
March 31, 2022

(Amount in X Crore)
Corporate/ Retail Other
Business Segments Treasury Wholesale Bankine” Banking Total
Banking aniang Operations

Revenue 2,313.27 4,223.07 9,781.55 148.37 | 16,466.26
Result (net of provisions) 627.22 541.14 1,334.33 107.38 2,610.07
Unallocated income / (expense)

Operating profit (PBT) 2,646.28
Income taxes (680.88)

Share in profit of associates

Minority interest

Extraordinary profit/(loss)

Net profit 1,969.79

OTHER INFORMATION

Segment assets 47,637.64 78,084.65 93,782.55 219,508.85

Unallocated assets 6,732.19

Total assets 226,241.04

18,595.84 |  18,773.66 | 166,841.08 204,214.22

Segment liabilities

Unallocated liabilities 2,465.97

Total liabilities 206,680.19

# Sub segments included in retail banking are as follows:
(Amount in X Crore)

Sub Segment Revenue | Result (Net of provisions) | Segment Assets | Segment liabilities
Digital Banking 567.72 68.80 2,043.46 6,275.64
Other Retail Banking 9,213.83 1,265.53 91,739.09 160,565.44
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B. Geographical Segment Information

The Business operations of the group are largely concentrated in India and for purpose of Segment reporting, the
group is considered to operate only in domestic segment, though the Bank has its operation in International
Financial Services Centre (IFSC) Banking Unit in Gujarat International Finance Tec-city (GIFT City). The
business conducted from the same is considered as a part of Indian operations.

Segment information is provided as per the MIS available for internal reporting purposes, which include certain
estimates/ assumptions. The methodology adopted in compiling and reporting the above information has been
relied upon by the auditors.

1.4 Related Party Disclosures (AS 18)

a) Details of Related Parties

Name of the entity Nature of Relationship

Ageas Federal Life Insurance Company Limited Associate

Equirus Capital Private Limited Associate

Entity in which KMPs can

Federal bank Hormis Memorial Foundation S .
exercise significant influence

Key Management Personnel

Name of the Key Management | Relatives of the Key Management | Description of Relationships
personnel Personnel
* Mr. T S Srinivasan * Father
. * Ms. Kamala Srinivasan * Mother
Mr. Shyam Srinivasan, .
Managing Director & CEO * Ms. Maya Shyam . ’ Wlfe
* Ms. Meena Lochani * Sister
* Ms. Rohini * Sister
Mr. Ashutosh Khajuria, * Ms. Sunita Khajuria . * Wife
Executive Director * Ms. Vasundhara Kha].uqa * Daughter
* Ms. Yashodhara Khajuria * Daughter
Ms. Shalini Warrier, * Ms. Parvathi Warrier * Mother
Executive Director * Ms. Asha Warrier * Sister
b) Transactions with related parties
For the year ended March 31, 2023
(Amount in X Crore)
Key Relatives
Items/Related Party Associates Management Total
of KMP
Personnel
Deposits* 71.79 6.58 2.69 81.06
(76.35) (6.79) (2.79) (85.93)
Advances* - 0.17 0.07 0.24
(1.04) (0.21) (0.10) (1.35)
Investments in shares” 232.01 i i 232.01
(232.01) - - (232.01)
Interest paid * 0.35 0.13 0.48
Interest received 0.13 0.01 0.01 0.15
Income from services rendered 86.53 - - 86.53
. 13.73 - - 13.73
Receivable’ (76.63) . . (76.63)
Directors sitting fee received 0.31 - - 0.31
Remuneration paid - 5.56 - 5.56
Dividend received 7.95 - - 7.95
Dividend paid - 0.24 - 0.24
Share capital received on exercise of ESOS - 231 - 2.31
Number of options granted under ESOS - 157,400 - 157,400
Number of options outstanding under ESOS - 3,234,080 - 3,234,080
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* Denotes figures less than X 1 Lakh.
# - Represents outstanding as on March 31, 2023

Figures in bracket indicate maximum balance outstanding during the year based on comparison of the total

outstanding balances at each month end.

In accordance with RBI guidelines, details pertaining to the related party transactions have not been provided
where there is only one related party in a category.

For the year ended March 31, 2022

(Amount in X Crore)

Key Relatives of
Items/Related Party Associates Management Total
KMP
Personnel
Deposits" 46.55 4.50 2.08 53.13
(81.55) (4.66) (2.11) (88.32)
- 0.21 0.10 0.31
Advances’ (0.24) 0.11) (0.35)
Investments in shares” 232.01 - 23201
(232.01) (232.01)
Interest paid * 0.20 0.09 0.29
Interest received 0.11 0.01 * 0.12
Income from services rendered 62.76 - - 62.76
. 10.20 - - 10.20
Receivable” (20.63) i i (20.63)
Directors sitting fee received 0.14 - - 0.14
Remuneration paid - 5.92 - 5.92
Dividend received 27.67 - - 27.67
Dividend paid - 0.08 - 0.08
Share capital received on exercise of ESOS - - - -
Number of options granted under ESOS - 226,000 - 226,000
Number of options outstanding under ESOS - 3,536,680 - 3,536,680

* Denotes figures less than X 1 Lakh.
# - Represents outstanding as on March 31, 2022

Figures in brackets indicate maximum balance outstanding during the year based on comparison of the total
outstanding balances at each month end.

In accordance with RBI guidelines, details pertaining to the related party transactions have not been provided
where there is only one related party in a category.

The significant transactions between the Group and the related parties during the year ended March 31, 2023 and
March 31, 2022 are given below. A specified related party transaction is disclosed as a significant related party
transaction wherever it exceeds 10% of the aggregate value of all related party transactions in that category:

(Amount in X Crore)

. March 31 | March 31
Nature of Transaction Name of the Related party 2023 2022
Deposits Ageas Federal Life Insurance Company Limited 70.61 46.46
Investments in shares Ageas Federal Life Insurance Company Limited 208.00 208.00
Interest paid Mr. Shyam Srinivasan 0.29 0.15
Income from services rendered | Ageas Federal Life Insurance Company Limited 86.53 62.76
Receivable Ageas Federal Life Insurance Company Limited 13.73 10.20
. o . Ageas Federal Life Insurance Company Limited 0.23 0.14
Directors sitting fee received - - - —
Equirus Capital Private Limited 0.08 -#
) . Mr. Shyam Srinivasan 2.96 2.94
Remuneration paid —
Mr. Ashutosh Khajuria 1.27 1.52

278




SCHEDULE 18:NOTES TO ACCOUNTS FORMING PART OF THE CONSOLIDATED FINANCIAL
STATEMENTS FOR THE YEAR ENDED MARCH 31, 2023 (Continued...)

Nature of Transaction Name of the Related party le(‘]czlgfil M:;t(')c2hz31
Ms. Shalini Warrier 1.32 1.46
Dividend received Ageas Federal Life Insurance Company Limited 7.28 27.04
o . Mr. Shyam Srinivasan 0.14 0.05
Dividend paid —
Mr. Ashutosh Khajuria 0.09 0.03
Share capital received on Mr. Ashutosh Khajuria 0.76 -
exercise of ESOS Ms. Shalini Warrier 1.55 +
Number of options granted Mr. Ashutosh Khajuria 91,000 113,000
under ESOS Ms. Shalini Warrier 66,400 | 113,000
Number of options outstanding | Mr. Ashutosh Khajuria 851,500 960,500
under ESOS Ms. Shalini Warrier 2,061,900 | 2,255,500

#Not significant related party transaction in FY 2021-22.

1.5 Lease (AS 19)
The Bank

Lease payments for assets taken on operating lease are recognised as an expense in the Profit and Loss Account
as per the lease terms. During the year an amount of ¥ 192.72 Crore (previous year X 174.16 Crore) was charged
to Profit and loss account.

The Bank has not sub-leased its properties taken on lease.

There are no provisions relating to contingent rent.

The terms of renewal/purchase options and escalation clauses are those normally prevalent in similar

agreements. There are generally no undue restrictions or onerous clauses in the agreements.

Fedbank Financial Services Limited

The Company has entered into operating lease arrangement for its Corporate office. The lease is non cancellable
and is for a period of 5 years and may be renewed for further period based on mutual agreement of the parties.
The lease agreement provide for an increase in lease payment by 5% for every one year.

(Amount in % Crore)

Particulars March 31, 2023 March 31, 2022
Future minimum lease payments:
- Up to one year 4.37 4.19
- More than one year and up to five years 0.46 4.82

- More than five years - -

Lease payments recognised in the Statement of Profit and Loss 419 3.99
with respect to above mentioned operating lease arrangement ) )

In addition, all other operating lease agreements entered into by the Company are cancellable in nature.
Accordingly, the lease rental payments for branches / offices taken on an operating lease X 29.03 Crore
(previous year 326.57 Crore) have been recognised as "Rent Paid" in the Statement of Profit and Loss.

Federal Operations and Services Limited

The company has taken premises under rental arrangements, which are in the nature of cancellable operating
leases.
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1.6 Earnings per share (AS 20)

Basic and diluted earnings per equity share are computed in accordance with AS 20 — Earnings per share. Basic
earnings per equity share is computed by dividing consolidated net profit of the group for the period attributable
to equity shareholders by the weighted average number of equity shares outstanding during the year. Diluted
earnings per equity share is computed by dividing the consolidated net profit of the group for the period
attributable to equity shareholders by the weighted average number of shares outstanding during the period

adjusted for the effects of all dilutive potential equity shares.

The following table sets forth, for the years indicated, the computation of earnings per share.

Particulars March 31, 2023 | March 31, 2022
Earpings used in the computation of basic and diluted earnings per share 3.164.72 1,969.79
(X in Crore)
Basic earnings per share (in ) 15.01 9.52
Effect of potential equity shares (in ) (0.16) (0.08)
Diluted earnings per share (in %) 14.85 9.44
Nominal value per share (in %) 2.00 2.00
Reconciliation between weighted shares used in computation of
basicand diluted earnings per share
Basic weighted average number of equity shares outstanding (in Crore) 210.91 206.92
Add: Effect of potential number of equity shares for stock options 299 1 64
outstanding (in Crore) ) )
Bi)litee)d weighted average number of equity shares outstanding (in 21313 208.56
