L} HDFC BANK |
L HDFC BANK Integrated Annual Report 2021-22

Responsibly




=1 \What’s Inside

Integrated Report

Overview Our Strategy

Leading Responsibly 1 Strategy in Action 32

About the Report 2 External Environment 42

Highlights Risk Management 46

. Business Continuity

Introduction to HDFC Bank Management, Information

Our Presence 6 & Cyber Security Practices 52

Our Journey 8
Responsible Business

Our Performance Environment 56

Message from the MD & CEO 10 Customer Centricity 74

Financial Performance 16 Digitisation 78

Business Segments 18 Social - People 80

Emerging Growth Engine 20 Social - Communities 94

How We Create Value Nation Building 106

Our Value Creation Model 22 Governanc§ 1z
Board of Directors 116

Stakeholder Engagement 24 :

Materiality Assessment 28 Senior Ménagémer?t T(.eam e
10 year Financial Highlights 120
Awards 122
Assurance Statement 123
GRI Index 126

Financial Statements and Statutory Reports

Directors’ Report 132 Consolidated Cash

Independent Auditor’s Report Flow Statement 310

for Standalone Financials 211 Schedules to the

Balance Sheet 220 Consolidated Statements 311

Profit and Loss Account 2901 Basel Il - Pillar 3 Disclosures 360

Cash Flow Statement 202  Statement Pursuant to

Schedules to the RSO V22 el

Financial Statements 223  Certificate on

Independent Auditor’s Report Corporate Governance 862

for Consolidated Financials 298  Corporate Governance 365

Consolidated Balance Sheet 308 Business Responsibility and

e i Sustainability Report 394

Loss Account 309 Shareholder information 424

Online version of the report
- 2= can be accessed here

HDFC Bank is India's largest private
sector bank (by Balance Sheet
size). Our sound fundamentals,
extensive distribution network, and
agile operations have enabled us to
seamlessly transition into the ‘new
normal’ of a post-pandemic world.
We are consistently innovating

our products and processes to
cater to the evolving needs of our
customers.

Key highlights

@ Financial

BALANCE SHEET SIZE

%20,68,5635 Cr
@ 18.4%

NET PROFIT

336,961.3 Cr
@ 18.8%

GROSS NON-PERFORMING
ASSETS (NPAs)

117%

Non-financial

CSR BENEFICIARIES*

9.6 Cr+

STATES BENEFITTED*
24+

TOTAL BANKING OUTLETS*

21,683

*As on March 31, 2022
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Leading

Responsi

Leadership is as much about responsibility
as it is about scale and size. It goes much
beyond offering world-class banking
products and services and is also about
creating value for all our stakeholders. This
means we are embedding ESG aspects
into our business strategy. As a domestic
systemically important bank, we feel this

responsibility even more.

We have pledged to become carbon neutral by
FY32. Lending decisions are being increasingly
put through the Environmental, Social and
Governance (ESG) lens and greater emphasis is
being laid on green financing solutions.

At the same time, we are undertaking focused
interventions that are making meaningful
contributions to global sustainable development
goals around reducing poverty, achieving zero
hunger, providing clean water and sanitation,
quality education, and building sustainable
communities.

Leveraging our unmatched physical network and
robust digital capabilities, we are expanding our

stakeholder universe where the real and virtual
worlds converge seamlessly, and more people
are brought into the economic mainstream. The
unprecedented challenges of the past two years
notwithstanding, we have made steady progress
on our sustainability targets.

We believe in leading by example. Responsibility,
thus, begins with us. We are deploying technology
as a force multiplier and anchoring all our actions
to the highest possible standards of Corporate
Governance. Together with our stakeholders, we
are building the bank of the future that can stand
the test of time.
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About the Report

This Integrated Annual Report for 2021-

22 provides insight into the process

followed by the Bank as it endeavours to
deliver on its purpose. It provides a holistic
assessment of the Bank'’s financial and
non-financial performance. It also outlines
relevant information on the Bank’s strategy,
governance, risks and prospects to offer
better insights into its activities and progress.

Reporting principles and framework
The financial information presented in this
report is in line with the requirements of

The Companies Act, 2013 (including the
rules made thereunder)
The Companies (Accounting Standards)
Rules, 2006
The Securities and Exchange Board of
India (Listing Obligations and Disclosure
Requirements) Regulations, 2015
The Banking Regulation Act, 1949 and
other relevant RBI regulations
The report has been prepared in accordance
with the <IR> framework prescribed by
the International Integrated Reporting
Council (IRC) and also contains disclosures
as per the Global Reporting Initiative
(GRI) Standards: Comprehensive option,
Task Force on Climate-related Financial

Disclosures (TCFD), Business Responsibility
and Sustainability Report (BRSR) and United

Our purpose

Nations Sustainable Development Goals (UN
SDGs).

There are no restatements of information
provided in the integrated report during the
reporting year. However the changes in the
GHG accounting methodology from FY21 are
documented on pages 59-61.

Materiality and scope

This report includes information which is
material to all stakeholders of the Bank

and provides an overview of its business
and related activities. The report discloses
matters that substantially impact or affect
the Bank’s ability to create value and could
influence decisions of providers of financial
capital. In FY19 we conducted a materiality
assessment in line with GRI requirements
through consultations with internal and
external stakeholders. Subsequently, in FY21,
we have refreshed our materiality study to
consider emerging topics of interest within
the ESG domain. The GRI Content Index,
which specifies the GRI Standards and
disclosures made under them in the Report,
has been provided in this report.

Reporting boundary

The non-financial information in this report
covers the activities and progress of the Bank
on a standalone basis. It covers information
pertaining to the period from April 1, 2021 to
March 31, 2022.

Integrated thinking and delivery

on our purpose

Assurance statement

The report has also been externally assured
by an independent third party, based on ISAE
3000 (Revised).

Responsibility statement

The content of this report has been reviewed
by the senior management of the Bank, and
reviewed and approved by the Board of
Directors to ensure accuracy, completeness
and relevance of the information presented
in line with the principles and requirements
of the International Integrated Reporting
Framework.

Governance over integrated

reporting process

The 2022 Integrated Report is prepared
through the joint effort of a cross-functional
team, led by the Bank’s Chief Financial
Officer (CFQO), representing various
departments as well as subject matter
experts. The information is collated from
Senior Management and Board discussions
and decisions as well as inputs taken from
internal stakeholders. Several drafts of the
report are produced with oversight from the
department heads and the CFO. Members
of Bank’s Senior Management team and the
Board are involved in the various approval
processes, which are also supported by
the oversight provided by independent
assurance providers.

Our integrated reporting process

Vision Risks Short- , medium- and Board Integrated Assurance Senior
long-term outlook committees Reporting (IR) model Management
framework sign-off
N % N % \% \% ™
We exist to help
every Indian make Identifying Devising o Report Validating Integrated
better money material our strategic Delivering com F?Iation integrity of report
choices, today matters priorities on strategy P the report approval
and tomorrow
N% N N% N N N N)
Values Opportunities Financial Leadership Reporting Board and Senior Board
and non- team and Senior standards Management review approval
financial targets Management

INTEGRATED REPORTING <IR

sismmeeGALS TCFD|




Overview

How to navigate the report

Introduction to
HDFC Bank

Our
Performance

How We Our
Create Value

Strategy

We have used the icons below to aid navigation and cross-referencing across the report.

Our Capitals

Financial
Capital

Our disciplined and
researched approach
towards raising, lending
and managing our financial
capital forms the backbone
of our strong capital base
and consistent shareholder
returns. Our financial capital
includes customer deposits,
shareholder equity, retained
earnings and external
borrowings, among others.

[)Pa 16—

Social &
Relationship Capital

We take a holistic approach
to sustainable value creation
by nurturing our long-
standing relationships with
our stakeholders. We are
cognisant of the role we
play as a Bank in nation-
building and contribute
responsibly to the economy.
The way we manage our
stakeholder expectations
constitutes our social and
relationship capital.

[)Paosa—>

Human
Capital

Our people and culture are

fundamental to our success.

Their collective knowledge,
diverse skKill sets and deep
experience constitute

our human capital. Our
people enable us to stay
agile, adapt to changing
times, innovate and deliver
competitive solutions.

[Pego—>

Manufactured
Capital

Our pan-India distribution
network of banking

outlets, corporate offices,
ATMs and other customer
touch points, facilitates

our engagement with
customers, people,

the society and other
stakeholders and forms the
core of our manufactured
capital. It also covers our
robust IT infrastructure and
data centres.

[Pe6—>
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Intellectual
Capital

Our Digital and Enterprise
Factory along with our
hybrid cloud strategy
enables us to serve our
customers and other
stakeholders efficiently. The
knowledge and expertise
incorporated within our
systems, processes and
procedures and the equity
built in the HDFC Bank
brand, constitute our
intellectual capital.

[Pa78—>

Natural
Capital

The use of natural resources
in our operations and the
delivery of our products

and services constitute

our natural capital. Natural
resources include energy
and water consumed, waste
generated and the impact
of our business activities

on the climate and the
environment.

[ ')Pa 56 —>

Responsible
Business

Statutory Reports and
Financial Statements

Our stakeholders

’ Customers
Government/

l Regulatory
Bodies

o Community

=) Employees

n Investors

f Suppliers

HDFC Bank Limited Integrated Annual Report 2021-22



1 Highlights

Creating value
for our stakeholders

We pursue long-term value creation for all our
stakeholders. We are continuously adapting to a
changing environment and are geared to provide
relevant solutions that address the evolving needs
and expectations of our stakeholders.

Customers are key to our business. 6 342/\
i i y

Our decisions revolve around meeting BRANGHES™

the financial needs and aspirations

of our diverse customer base. Our 7 .I CH‘

customers include individuals,
MSMEs, large and mid-corporates,
financial institutions, Governments,

PSUs, farmers, wholesalers, ?1 3,68,821 Cr

merchants and traders. TOTAL ADVANCES™

CUSTOMERS**

@ 20.8%
Our people are our key assets and
. 1,41,579
enablers of growth. We strive to create TOTAL EMPLOYEES**

an inclusive, meritocratic culture that
ensures progress, development and

well-being of our people. ?1 ’26223 I_akh

TRAINING AND DEVELOPMENT
EXPENDITURE

144 | akh+

PERSON HOURS -
TRAINING IN FY22

*Y-0-Y
**As on March 31, 2022
Ancluding 4 overseas Branches




Introduction to

Overview HDFC Bank

Investors

F “Goverhment”/
Regulatory Bodies

Our How We Our
Performance Create Value Strategy

We are committed to sustainability of
the communities we operate in. Our
CSR initiatives under HDFC Bank
Parivartan aim to contribute towards
the socio-economic development of
the country by benefitting lives and
livelihoods.

We pursue sustained growth and
stable shareholder returns to create
investor value. We provide holistic,
transparent and regular disclosures
to enable informed decision-making.
We also regularly engage with

our investors to provide detailed
information on our performance.

We continue to lead responsibly by
partnering and collaborating with the
Central and State Governments, to
implement their schemes for the less
privileged sections of the society. We
are a responsible taxpayer and comply
with applicable regulations.

Responsible

Business Financial Statements

3736.01 Cr

SPENT ON CSR IN FY22

9.6 Cr+

CSR BENEFICIARIES**

24

STATES COVERED
THROUGH PARIVARTAN

336,961.3 Cr

NET PROFIT

16.9%

RETURN ON CAPITAL (%)

AA*

MSCI ESG RATINGS
ASSESSMENT

18.9%

CAPITAL ADEQUACY
RATIO

36,33,582.37 Cr

TOTAL DIRECT (CBDT) AND INDIRECT
TAXES (GST & CBIC) COLLECTED FOR THE
GOVERNMENT

15,341

TOTAL NO. OF BUSINESS
CORRESPONDENTS (BCs), PRIMARILY
MANNED BY COMMON SERVICE CENTRES
(CsC)*

*As of August 2021

HDFC Bank Limited Integrated Annual Report 2021-22
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ur Presence

Unparalleled reach

HDFC Bank has a distribution network
spanning the length and breadth of
India. Our presence across the country,
not only enables us to serve customers
better, but also facilitates active
participation in the Nation’s inclusive
development agenda. The Bank’s
overseas branches and representative
offices help us serve NRI customers.

TOTAL BANKING OUTLETS* TOTAL BRANCHES*

) )
TOTAL BUSINESS TOTAL ATMs + CASH DEPOSIT
CORRESPONDENTS (BCs)* AND WITHDRAWAL MACHINES*

15,341 18,130

*As on March 31, 2022
Alncluding 4 overseas branches

.

. ¥ .
A » :n | ‘-.‘ % e
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@ Manufactured Capital

The Bank's network includes Banking Outlets comprising
Branches and Business Correspondents (BCs), ATMs/

Cash Deposit and Withdrawal Machines (CDMs). We are
leveraging the power of our 6,342 branches to not only serve
the customers better, but also exponentially increase our
sourcing of loans and deposits from deeper geographies.

As the financial services industry rapidly adopts and
implements digitisation, our innovative mindset is helping
us develop new capabilities. We have introduced products,
increased capabilities and competencies through Digital
Factory, Enterprise Factory and Enterprise IT, and continue
to enhance the anywhere banking experience for our
customers.




Introduction to Our How We Our Responsible Statutory Reports and
Overview HDFC Bank Performance Create Value Strategy Business Financial Statements

Pan-India presence

Banking Outlets Branches CSC BCs Other BCs ATMs + cash

deposit
and withdrawal
machines

Rural 12,099 1,147 10,748 204 1,307

Semi-urban 5,033 2,036 2,909 88 4,529

Urban 2,248 1,312 933 3 4,824

Metro 2,299 1 ,843 456 - 7,470

Xy

D T2
International presence Enabler for CSR initiatives under HDFC Bank
The Bank has global footprints by way of representative Parivartan
offices and branches in countries like Bahrain, Hong Kong, Our nation-wide presence deepens our knowledge and
UAE and Kenya. We offer NRI clients Offshore Deposits, understanding of regions including semi-urban and
Bonds, Equity, Mutual Funds, Treasury and Structured rural regions. We leverage this to drive our sustainable
products offered by third parties from Bahrain Branch. We development agenda and empower communities across the
also cater to Corporate clients by offering products such as country, including the less-privileged sections of the society.

trade credits, foreign currency term loans including external
commercial borrowings (ECBs) and derivatives for hedging

purposes. As on March 31, 2022, the Balance Sheet size LIVES IMPACTED WATER CONSERVATION
of International Business was US$7.66 Billion. Advances STRUCTURES
constituted 3.12% of the Bank’s gross advances. 9 . 6 Cr-|-

10,500+

VILLAGES COVERED UNDER OUR
HOLISTIC RURAL DEVELOPMENT
PROGRAMME (HRDP)*

3,339+
)
Abu o o India
Dhabi
L]
Hong Kong NO. OF HOUSEHOLDS REACHED

L]
Nairobi 9-88 I_akh+
(Kenya)

CONTRIBUTION OF OVERSEAS BRANCHES
TO THE BANK’S TOTAL INCOME IN FY22

0.55%

*As on March 31, 2022

[ L8 | A
ol
NALT] ) R
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Our Journey

Major milestones

1994

Housing Development Finance
Corporation (HDFC) received an
in-principle approval from the RBI
to set up a private sector bank

Incorporated in August 1994 as
HDFC Bank Limited

1995

Banking license received in
January 1995

First corporate office and
branch opened

IPO oversubscribed 55 times
Listed on BSE and NSE

1997

Maiden dividend announced

1997-98

New logo launched

1999

Launched first international Debit
Card in India in association with
Visa International

Began its digital journey by
launching online real-time
NetBanking.

First ever mega merger in Indian
banking industry — Times Bank
merged with HDFC Bank

~> 2000

A Bank with many firsts

First Bank to launch Mobile Banking
in India

Launched first SMS—-based Mobile
Banking

- 2001

Overseas listing
Listed on New York Stock Exchange
(NYSE)

Became the first private bank
authorised to collect income tax

> 2002

1ISO 9001 certification for
depository and custodial services

> 2003-04

First bank in India to offer Credit
Card in 100+ cities

Touched 10 Lakh users

~> 2006

Two new cards launched
exclusively for women on
International Women’s Day

~> 2008

Launched first overseas
commercial branch in Bahrain

Merged with Centurion Bank
of Punjab in one of the largest
mergers in the Indian banking
industry

> 2010

Launched 40% faster ATMs - first
of its kind in Asia

~> 2011

Growing market leadership

Expanded customer base to
become market leaders in Auto
Loans, Personal Loans and Credit
Cards

> 2012

Launched MobileBanking App

in Hindi

Launched premium Credit Cards
for doctors

Launched a nation-wide sports
initiative — Josh Unlimited, for
employees

> 2013

The Bank’s Sustainable
Livelihood Initiative (SLI) crosses
a milestone, impacting 20 Lakh
households

> 2014

Sustainability established as a
core value of the Bank

Created a new Guinness World
Record for organising the largest
single-day blood donation drive

Became market leader in issuing
Credit Cards in 2013-14 with 55
Lakh+ Cards

Introduction to
Overview HDFC Bank

> 2015

Launched its sonic branding i.e.
Musical Logo (MOGO) to be used
across multiple touch points

PAYJAPP

Launched PayZapp, India’s first
1-click mobile-pay solution

Launched 10-second personal loan
disbursement in the retail lending
space

Concurrent QIP issue and
Follow-on offering

39,723 Cr

> 2016

Launched Missed Call mobile
recharge for prepaid mobiles

ATMs turned to LDMs (Loan
Dispensing Machines)

Launched SmartUp
programme for start-ups

{C} HOFC BANK |
SmartUp

> 2017

Introduced Al

Launched IRA (Interactive Robotic
Assistant) and became the first bank
in India to introduce a humanoid for
customer service

Introduced EVA chatbot - India’s
first Al-based chatbot to provide
customer service

Zones for start-ups

Launched EasyEMI on
Debit Cards

Launched an all-in-one
DigiPOS machine

> 2018

Next-gen MobileBanking
App launched

Driving rural empowerment

Signed MoU with government to
financially empower 2 Lakh rural
Indian villages through CSCs

~> 2019

Voted no.1 in India by customers in
Forbes World's Best Banks Survey

BSE inks pact with the Bank to give
a boost to the start-up platform

1 Million+ units of blood collected

via HDFC Bank Parivartan’s Blood
Donation Drive over a period of

12 years, primarily from employees

Opened 5,000th branch

Marked the start of its 25th year

e ﬁ > oy

Our How We Our Responsible Statutory Reports and
Performance Create Value Strategy Business Financial Statements
Launched SmartUp > 2020

Ranked India’s most valuable
brand (for the seventh consecutive
year) by BrandZ Report

Launch of HDFC Bank Millennia
range of cards

First ever leadership change
(new MD & CEO takes over)

First-of-its-kind product launch:
KGC-Shaurya card for armed forces

Launch of contactless, consent-
based customer on-boarding via
video KYC facility

Deploying mobile ATMs during the
lockdown

Launched ‘The HealthyLife’
programme with Apollo Hospitals
for customers and employees

> 2021

Embarked on Project
‘Future Ready’

Pledged to become carbon neutral
by 2031-32

> 2022

HDFC Bank and HDFC Ltd.
announce transformational
merger

HDFC Bank Limited Integrated Annual Report 2021-22 9




Message from the MD & CEO

Reimagining the future with
technology and a service first culture

Sashidhar Jagdishan

Managing Director & Chief Executive Officer,
HDFC Bank Limited

Dear Stakeholders,

Let me start by wishing all of you a happy and healthy future.

The pandemic has clearly reinforced the message that
Health is Wealth.

If FY21 saw the darkest period of the pandemic, then

the last financial year was the year of hope. Though the
pandemic did not disappear, the nationwide roll out of the
vaccine programme meant that lives were more secure, and
coupled with precautions, people could get back to some
degree of normalcy.

With the period of uncertainty mostly behind us, | believe
a more positive macroeconomic outlook dominates the
executive agenda, across industries. While there are

10

headwinds in the form of rising inflation and the Ukraine
crisis, among several others, India is expected to grow 7.3%
and is likely to be the fastest-growing major economy in the
world in FY23 with the strength to absorb external shocks.

Our Performance

Our Balance Sheet has been resilient during the pandemic
and has grown further. Our asset quality continues to remain
healthy and amongst the best in the industry. Our Balance
Sheet increased by 18.4% to %20,68,535 Cr and Net Profit
increased by 18.8% to ¥36,961.3 Cr. GNPA decreased

to 1.17% from 1.32%. ROA (average) was at a healthy
2.08% and ROE at a healthy 16.9%. Our commitment to
shareholders remained high with a proposed dividend pay-
out of ¥15.50 (Fifteen Rupees Fifty Paise only) per equity
share of 1 (Rupee 1 only), which translates to a dividend
pay-out ratio of 23.28% for the financial year ended

March 31, 2022.

| would like to say a heartfelt “Thank You’ to all my
colleagues for this performance. Each one of the one lakh
forty-one thousand plus members of the HDFC Bank family
gave their best in truly challenging times, so we could serve
you as we have for decades. Words cannot adequately
convey my gratitude to them.

In my letter to you all last year, | had highlighted my key
focus areas. Improving technology resilience, a clear focus
on three Cs — Culture, Conscience and Customer and
building for the future.

Let me now focus on these.
Technology Resilience

Last year | had said that technology continues to remain
both a strength as well as an area of improvement. Strength,
as without this, we could not have grown to be a bank of this
scale and increased our market share consistently. However,
our customers faced some technology-related issues in
accessing the Bank’s products and services during the
previous year, which had led to some regulatory action,

last fiscal.
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I am happy to inform you that thanks to the progress we
have made on our technology investments, processes and
governance, the regulatory actions have been fully lifted. We
converted the challenge into an opportunity and have made
substantial strides in the way we evaluate, manage and
operationalise our technology. To enable the infusion of a
modern technology platform one needs to lay a very strong
foundation and we have done that over the last one year,
through a series of technology-led initiatives that include

i) changes at the foundational level ii) creating new digital
solutions iii) modernising the core.

i) At the foundational level, we have

A. Shifted our primary data centres to state-of-the-
art brand-new facilities in Mumbai and Bengaluru,
to support higher uptimes and create a robust IT
backbone for our operations.

B. Aclearly defined capacity monitoring programme to
proactively manage capacity upgrades across all key
applications.

C. Atechnology obsolescence programme management
office to plan and replace obsolescent components.

D. Started putting in place next-gen disaster recovery (DR)
set up for key applications.

E. Implemented landing zone architecture to leverage the
cloud resilience, with elastic scalability, and at the same
time have control over ecosystem on cloud.

F. Implemented a new Application Programming Interface
(API) gateway and a new API development framework.

G. Kick-started modernisation of our data warehouse
with a cloud-enabled data lake platform, that would
enable us to leverage AI/ML models and new age deep
learning capabilities on the rich data set that we have.

ii) Creating new age solutions through Digital
Factory

Rebuilding of our acquisition journeys in partnership
with a global technology leader in user experience. We
have already built 10 new journeys and will be rapidly
rolling out new journeys every 3 weeks. This includes
journeys across account opening, loans and cards,
covering both individual/MSME customers and both
existing and new-to-bank customers.

B. We have launched ‘Xpress Car Loans’ — an end-to-end
digital car loan journey for existing customers as well as
non-customers, that allows them to avail disbursement
in 30 mins, with credit decisions based on speedy
data analysis. This is a first in the Indian industry and
the Bank has integrated its lending application with
automobile dealers across the country.

C. Inthe next few quarters, we will launch more of our
products and services under Digital 2.0 including
a new payments platform for our customers,
payments platform for our merchants and a
wealth platform — all in partnerships with new age
tech companies.

iii) Modernising the core

The digital partnership strategy will help us to modernise
existing experiences quickly without changing the legacy
core. It is imperative that the Bank has a long-term vision on
revamping its core banking and mobile channel experiences.
Toward this we have created our ‘Enterprise Factory’
wherein the Bank’s tech and digital teams work in a new
age start-up like environment and co-create deep tech IP
capabilities. This is a departure from the past where our
technology IP was largely partner-owned and enabled. We
believe that as banks become more digital, they also need

HDFC Bank Limited Integrated Annual Report 2021-22 11
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Message from the MD & CEO

to have in-house foundational technology capabilities to
compete with neo-techs. Toward this, the Bank has started
two very strategic initiatives:

A. 'Hollow the Core' Strategy — The Bank, in partnership
with a new age start-up (with deep experience in
core banking technology), is co-creating new core
banking modules. This project will enable the moving
out of payments module from existing core banking
platform and help in creating a fully resilient active-
active payments architecture that will ensure minimal
payments downtime, even if core banking is not
available. This 15-month project will be followed by
hollowing the customer master modules from its
existing core systems and will ensure a single system of
record for customers across various products.

B. Rewrite Mobile and NetBanking Applications — The
Bank has set up a new centre in Bengaluru and the
team here is re-writing the Mobile and NetBanking
platforms. The entire project will be completed in a
2-year time frame and will allow the Bank to own a
modern cloud enabled Mobile/NetBanking platform.
Enabling a new age experience for customers, we will
roll out new features every 3 to 4 weeks, in line with
digital fintech companies.

To summarise, our entire technology and digital strategy
adopts a 360-degree approach that ensures resilience and
modernisation of existing legacy systems and enables new
age consumer experiences by partnering with modern neo-
techs. We have made rapid strides in creating the foundation
and enabling new digital assets over the last one year.
Needless to say, the pace will only pick up from here. Firmly
committed to this transformation, the Bank will continue to
invest in modern technology and talent.

Customer Centricity

Customer focus has been a core value for years and
maintaining the highest possible standards in customer
service has been the key to our success.

We are institutionalising a Service First culture at the Bank.
Service First for us means respecting every customer and
addressing their enquiries or complaints on time/every
time, and working on the issues raised for a permanent fix.
Service First for us is a commitment right from me and my
colleagues to put a smile on our customers’ faces.

We have a two-pronged approach to achieve this. First, a
culture of evangelisation right from the top and sensitising

12

all our colleagues to be at the forefront of solving customer
issues. Second, a strong measurement metric to be in place
to continuously know that we are progressing in the right
direction.

We have invested in tools and technology to ensure that
some of the issues that customers face do not arise at all.
For example, our MobileBanking app has been upgraded
with wrapper technology that prevents fraudsters from
reading OTPs, thereby preventing frauds and related
complaints.

A strong bottom-up Net Promoter System (NPS) programme
(‘Infinite Smiles’) covers customer interactions across all
products/services and delivery channels. We actively poll
our customers after their interactions with the Bank (>63
Million customers polled during the financial year), listen

to their feedback, and engage with them if we have not
been up to the mark. | am happy to state that we lead the
overall NPS ranking among 20+ competitors in the banking
category, based on a competitive benchmarking study

of NPS, which was done by an industry-leading
consultancy firm.

Our performance on complaints resolution has also
improved markedly during the year with significantly reduced
customer complaints in the Credit Cards, Debit Cards,
Operations and Collections front (complaints reduced by
21%). We are not complacent about the progress and are
being conscious and mindful of much more that needs

to improve. We are working on several strategic initiatives
(like the wrapper technology | mentioned earlier) to tackle
complaints pertaining to ‘Disputed Transactions’ (where the
customer succumbs to phishing attacks by fraudsters).

As part of our technology transformation agenda, we are
also investing in an omni-channel customer experience
platform. This will enable our customers to reach out to us
through their preferred channel for service i.e., social, email,
texts, voice, etc. It would also provide us a single source of
customer truth across channels and would enable our front-
line staff to solve customer queries and act on customer
instructions in a straight through manner. This capability
will improve our customer responsiveness and NPS. We
are already live with our social media and email interactions
on this platform and will add other channels of customer
interactions during the course of this year.

Customer delight is a non-negotiable goal towards which we
will continue to work.
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Culture

For me, creating a good culture is as much a priority as
driving growth. | am committed, along with my senior
management colleagues, to walk the talk on culture.

An organisation is made of people, and it is the people that
deliver the organisation to all the stakeholders. We have a
talent pool of 1,41,000+ colleagues who are the Bank to our
customers. We are ensuring that the supervisory pool of
12,000 odd colleagues including the senior management, is
responsible for nurturing the vastly talented front line, hand
hold them in their personal and professional growth and
create a great working environment.

You could well accuse us of being on an overdrive on our
culture agenda. We continue to work towards creating an
organisation where diversity and inclusion becomes a part
of the DNA, where differences are valued and respected,
where conversations are friendly and warm and where

the emotional needs of our colleagues and customers are
fulfilled.

To enhance our employee capabilities, we are fostering
a culture of Nurture, Care and Collaborate (NCC) in the
organisation. Customers experience the organisation
through the employees and employees experience the
organisation through their managers.

At HDFC Bank, we continuously measure our employee
performance engagement scores. While our engagement
scores are healthy at 83%, we still believe we have a long
road to travel. Through our NCC intervention, 12,000+
people managers are certified on the elements of our
culture pillars and the role they play as culture custodians.
Our people managers are also continuously provided
with various trainings and tools to improve themselves
professionally. We will keep listening to our colleagues’
feedback and keep evolving our people management
practices — it’s a continuing investment that we will

keep making.

Building for the Future

Last year | had spoken about Project Future Ready, to
catalyse, create and capture the next wave of growth. We
had clearly spelt out the following as growth engines —
Retail Assets, Commercial (MSME) and Rural Banking,
Corporate Banking, Government and Institutional Banking,
Wealth Management, and Payments. to be driven by our
delivery channels of Branch Banking, Tele-Sales/Service/
Relationship and Digital Marketing. These growth engines
can be broadly classified as Business Verticals and Delivery
Channels. They will be powered by our robust technology
and digital platforms and will account for the bulk of our
future investments.

We have seen progress across our growth engines.

Our focus on the MSME sector is paying off, with our
Commercial and Rural Banking Group emerging as a strong
growth driver (up 30.4%). We leveraged the opportunity
available in the Corporate Banking sector (up 17.4%) without
any compromise on our ROA. We are expanding our wealth
management services to more cities and towns (now 700+
towns). Our Retail Loans continue to grow in the same
pristine way (up 15.2%). Our Payments business is starting
to recover well, post the lifting of the embargo and with the
slew of new launches completed.

Branch Banking is the fulcrum of our customer relationships.
We believe both physical proximity to and emotional connect
with our customers are equally important. Our addition of
734 branches even during the tough pandemic year has
served us well and we are closely tracking the success
metrics of per branch profitability and productivity. Our
relationship management has been further strengthened by
the tele sales-service-relationship vertical with enhanced
investments in both people and technology capabilities (29%
increase in customers managed with 40% plus increase in
business). Digital Marketing continues to make strides as

a new delivery channel, creating and harnessing the traffic
(up 15%) on our digital properties and contributing to direct
business generation.

Our core enabling functions of Internal Audit, Credit

and Underwriting, Risk Management and Compliance/
Governance are being strengthened even further to support
our growth.

HDFC Bank Limited Integrated Annual Report 2021-22 13
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Message from the MD & CEO

Merger - The Power of One

Now, let me come to the proposed merger with HDFC Ltd.
We look forward to the phenomenal set of talent, deep
product knowledge and expertise, the processes, and
systems that HDFC Ltd will add to the Bank’s existing ones.

On April 4, 2022, the two institutions had announced a
transformational merger that is subject to various regulatory
approvals and will take effect in about 15 to 18 months. The
questions that have been asked are —

why? and why now?

Why the Merger?

Quite simply, this is an opportunity we cannot afford to
miss. Home loans are an emotional product and bring with
them a host of accelerated benefits for the Bank. Today

the environment for buying a home has changed. RERA
has ensured greater transparency in the process. Price
corrections in the property market have seen inventories
come down. Also, rising incomes mean that home loan EMls
have come down as a percentage of a person’s income.
Thanks to the penetration of telecom, internet and television
services, the desire to own better homes has increased
across the country. All this means that housing is going to
be a huge growth opportunity and one of the key drivers of
India’s GDP over the next decade.

Further, only 2% of our customers source their home loans
through us, while 5% do it from other institutions. The

latter is equivalent to the size of our retail book. Home loan
customers typically keep deposits that are 5 to 7 times that
of other retail customers. And about 70% of HDFC Ltd.’'s
customers do not bank with us. All these give us an idea
about the size of the opportunity. The long tenor nature of
home loans provides resiliency to the balance sheet. The
Bank is one of the largest consumer durable financiers in
the country. We can easily bundle this with a home loan, as
with every home loan, there is a propensity of a customer to
take new consumer durables. It is this kind of bundling that
will increase margins. With the advantage of a lower cost of
funds and the phenomenal distribution muscle that we have
built, it is imperative that we seize this opportunity.

14

Why now?

There have been other favourable factors too. In the last few
years, the regulatory arbitrage between banks and NBFCs
has come down substantially. Today reserve requirements
have come down to about 22% from 26%. Both institutions
are well capitalised and have surplus liquidity and a strong
portfolio of investments in Government securities. The
increase in priority sector lending that we need to do, due
to the merger, is possible now with our own increased focus
on MSMEs, the affordable housing loans that we can do and
the well-developed PSL certificate market. All this means
that on the day of the merger there may not be any need

to raise further funds to meet reserve requirements. The
addition of the home mortgages portfolio on our Balance
Sheet makes it more diversified and robust.

The enhanced capital position of the Bank post the merger
also means that we can take bigger exposures in leading
corporates and power the country’s infrastructure build out.

The key focus area for the Bank to absorb this growth
opportunity is to secure enhanced liabilities to fund future
growth. The branch network has been a key deposit
mobilisation engine during its 27 years of growth, leading

in customer acquisition, customer retention and advertising
the solidity of the Bank and hence garnering liabilities by
becoming the primary banking partner for our customers.
India continues to be under-penetrated and underserved
from a banking perspective. The density of branches for

the population of this country is way below that of OECD
countries. This is where our branch banking strategy comes
in. Today we have 6,000+ branches across India, and we
plan to nearly double our network in the next three to five
years by opening 1,500 to 2,000 branches every year.

The branch will be digital from a customer on-boarding

and transaction/servicing perspective. It will provide the
emotional connect and relationship management necessary
for offering financial solutions to our customers. These
branches will be small in size and will be phygital relationship
centres. This will enable us to go after the catchment more
aggressively and build the required liability franchise that
we are known for, and we are confident that we would
execute well.
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Environment, Social and Governance Strategy

The last two years has reminded all of us that our destinies
are interconnected. Our ESG strategy is based on this
interconnectedness, especially in the Environment and
Social spheres. Climate change can disrupt both lives and
livelihoods. Also, none of us should forget that the world
belongs to the coming generations as much as to us.

We have already committed to becoming carbon neutral

by FY32. ESG is being made an integral part of our credit
assessment process. While assessment of environment and
social factors has been a part of credit diligence, particularly
in project financing above a certain threshold, we have
recently introduced a comprehensive ESG assessment
framework in corporate lending and with a wider target
coverage. The objective at this stage is to create more
awareness among our corporate borrowers, assess their
position and understand their initiatives on ESG. Over the
next 2 to 3 years, we would be looking to make it one of the
key criteria in credit decisioning.

Our commitment to social good remains unwavering.
Through our CSR initiatives under Parivartan we have
already potentially impacted 9.6 Crore+ lives. That is an
addition of about 1 Crore lives since last year. We are driving
inclusivity and diversity within our organisation, with a
special focus on further enhancing gender diversity.

We believe that good corporate governance is a product of
culture and conscience and for us, profitability and growth
cannot come at the cost of these. Our focus on compliance
and assurance functions is unwavering and every aspect of
compliance is adhered to with all sincerity, completeness
and within requisite timelines. We ensure that every
commitment given to our regulators is done on time, in its
full form and substance.

Customers are the very reason for our existence and are at
the heart of everything we do. To reiterate what | said last
year, all individuals must ask themselves — am | doing the
right thing for the customer? Am | doing the right thing for
the organisation? Does my conscience permit this? As a
Bank we have always taken pride in our integrity. | had also
said last year that at an organisational level there is a greater
focus on the role of Credit, Risk, Compliance, Audit and
other enabling functions, and that focus continues.

Compassion

| would end by thanking my colleagues, who have given
their utmost to the Bank in two of the most trying years

in human history, and all our stakeholders who have kept
their faith in us. Yes, business and professional goals are
essential. However, it is even more essential to not lose the
human touch at the workplace and in our personal lives.
Compassion, care and understanding enrich both the giver
and the receiver. Thank you all once again.

Conclusion

HDFC Bank already had a huge opportunity with the
under-penetration of banking services in the country. The
proposed merger adds an entirely different dimension to
the future. We believe that the runway is huge, and we

can potentially add an HDFC Bank every five years. We
are excited about the future and are confident that we will
continue to have all our stakeholders’ support and trust, as
we embark on this exciting new journey.

Sashidhar Jagdishan

Managing Director & Chief Executive Officer,
HDFC Bank Limited
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Financial Performance

Setting new

growth benchmarks

The hallmark of the Bank's financial
performance has been consistent growth
across all key metrics, which has helped
consolidate its leadership position. Its
Balance Sheet continues to be healthy
and strong which is evident by a growth of
18.4% in the current year.

TOTAL BALANCE SHEET SIZE

320,68,535 Cr @ 18.4%

As on March 31, 2022

PROFIT AFTER TAX

336,9601.3 Cr @1ss%

Fy22

The endeavour to reach all customers across India has
contributed to an increase in branches to 6,342 as at the
year end. This together with our ability to understand and
fulfil customers' financial needs along with management

of customer relationships has led to an overall increase of
16.8% in Deposits and 20.8% in Advances. The continuous
monitoring of costs and building of operational efficiencies
has resulted in only a marginal increase of 0.60% in the Cost
to Income Ratio to 36.9%.

The asset mix of the Bank has shifted to high rated but low
yielding segments.

Consequently, the Net Interest Margin has reduced
marginally to 4.0%. It is pertinent to note that the change
in asset mix has a positive impact on the net credit margin
which has increased to 3.3% in the current year.

The impact of our effective risk management system along
with robust credit policy and underwriting skills can be seen
in the quality of our assets and low GNPA ratio of 1.17%.
Even with a low GNPA, as a responsible banker, specific
provision coverage has been increased to 72.7% and the
coverage of total provisions comprised of specific, floating,
contingent and general provisions, has been increased to
182% as at the year end.

We continue to deliver double-digit growth both in earnings
and return on equity. The Profit After Tax has grown by
18.8% and return on equity has increased to 16.9%.
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BALANCE SHEET SIZE
(RCR)

20,68,535

FY22

17,46,871
Fy21

15,30,511
FY20

PROFIT AFTER TAX
CR)

Fy22
Fy21

FY20

ADVANCES
R CR)

13,68,821

Fy22
11,32,837
Fy21

FY20

RETURN ON ASSETS

(AVERAGE)
2.03
Fy22
1.97
Fy21
2.01
FY20
RUPEE EARNED (%)
FY22

‘.2.5

18.5

*Proposed
**Basis RBI naotification dated April 22, 2021
***Basis RBI notifications dated April 17, 2020 and December 4, 2020.

Others

Interest from Advances

27.2

@ Interest Expense
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EARNINGS PER SHARE DEPOSITS
®) RCR)
66.8 15,569,217
FY22 FY22
56.6 13,35,060
FY21 Fy21
48.0 11,47,502
FY20 FY20
RETURN ON EQUITY GROSS NPA RATIO
(%)
16.9 117
FY22 FY22
16.6 1.32
FY21 Fy21
16.8 1.26
FY20 FY20
DIVIDEND PER SHARE COST TO INCOME RATIO
®)
15.5" 36.9
FY22 Fy22
6.5 36.3
FY21 Fy21
Nil*** 38.6
FY20 FY20
RUPEE SPENT (%)
Fy22
8.8
@® Commission, Exchange, 40.5 10.9 ® Tax
Brokerage Provisions
Other Interest Income ‘ 2.6 ® Dividend & Tax theron
FX & Derivative Income Trans to Reserve
Income from Investments 10.1 @ Operating Expense
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Business Segments

Delivering world-class

banking experience

Wholesale Banking

Retail Banking @

The Wholesale business focuses on serving
Large Corporates, MNCs, Public Sector
Enterprises, Emerging Corporates and Business
Banking/SMEs.

The Bank offers a wide range of financial
products and services from loans, deposits,
payments, collections, tax solutions, trade
finance, cash management solutions and
even Corporate Cards. Through its products
and services, the Bank aims to act as a one-
stop shop for various business needs of the
customers in this segment.

Offerings

Loans and Deposits

Working Capital facilities, Term Lending, Project
Finance, Supply Chain Financing, Export Finance,
Trade Credit and Wholesale Deposits

Other Banking products and services
Forex & Derivatives, Custodial Services, Cash
Management Services, Letters of Credit,
Guarantees and Correspondent Banking

Investment Banking services

Capital Finance through Debt/Equity Capital
Markets, Mergers & Acquisitions, IPOs, Private
Equity, VC Fund Raise, Loan Syndication and
Customised Solutions

The Retail business focuses on serving the
individuals, salaried and professional customers,
micro and small-sized businesses, extremely
small businesses like kirana stores, Self Help
Groups (SHGs) and Non-resident Indians (NRils).
Our aim is to create and customise products and
services to serve this segment as per its unique
needs. We offer the following key products and
services under this segment.

Offerings

Various types of loans

Mortgages, Personal, Auto, Home, Gold, Two-
wheeler, Small-ticket Working Capital, Offshore
Loans to NRIs, Agri and Tractor, Healthcare
Finance, Commercial Vehicle & Equipment
Finance, Infrastructure Finance and Loan against
Securities

Accounts/Deposits
Savings, Current, Corporate Salary Accounts, NRI
deposit, Fixed and Recurring Deposits

Other products and services

Credit, Debit and Prepaid Cards, Wealth
Management Solutions, Kisan Gold Card; acts as
a distributor of Mutual funds; Life, General and
Health Insurance

18
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Treasury

We are the Preferred Banker of Choice
across segments and this is enabled by:

The Treasury is the custodian of the Bank’s
cash/liquid assets and manages its investments

in securities and other market instruments.

It manages the liquidity and interest rate risks
on the balance sheet and is also responsible for
meeting statutory reserve requirements.

[t manages the treasury needs of customers
and earns a fee income generated from
transactions customers undertake with your
Bank, while managing their foreign exchange
and interest rate risks.

Offerings

Services offered to customers

Foreign exchange and derivatives transactions,
Solutions on hedging strategies, Trade solutions
— domestic and cross border, Bullion demands
and others

Key functions performed

Asset liability management, maintaining portfolio
of Government securities in line with regulatory
norms of RBI and others

Delivery of best in class services
through customised solutions, products
and through optimum use of technology

Strong product proposition for NRIs
through branches in India and overseas

Market leader in almost every asset
category with best-in-class portfolio
quality

Pioneer and strong player in the digital
loan marketplace

Providing customers with a product
suite across all asset classes for
‘optimal asset allocation' depending on
clients’ risk profiles and goals

Dominant presence in Payments
Business

Being a market leader in Cash
Management Services

Open architecture, best-in-class
portfolio quality and regular portfolio
rebalancing

Robust Risk Management practices
across all businesses and activities

Solutions for non-residents, hedging
needs in Indian markets

Integrated trade and treasury solution
for customers

Primary dealer for Government
securities

HDFC Bank Limited Integrated Annual Report 2021-22
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Emerging Growth Engine

Commercial and Rural Banking

The Bank's Commercial and Rural Banking (CRB) group
was set up in the last financial year to cater to the needs
of the Micro, Small and Medium Enterprises (MSMEs)
emerging corporates, commercial agriculture, small and
marginal farmers, healthcare finance, equipment finance
and commercial transport companies. While these are
different businesses, the common thread binding them
is that they all have a huge footprint in Semi Urban and
Rural (SURU) India. As has the Bank with about half

its branches in SURU locations. This vertical is also
important as its disbursals help the Bank in meeting a
large part of the Priority Sector Lending requirements.

CRB has been identified as a growth engine and was
the fastest growing vertical for the bank in the year
under review. A wide reach across geographies of the
country — district by district and understanding of local
level business dynamics has helped it in achieving growth
rates that exceed the industry average. The Bank at
present has 6,300+ branches of which over 5,300+ have
loans outstanding to MSME customers. The sourcing
model through branch channels allied to traditional
prudence is one of the key reasons for containing

NPAs. A well trained relationship team does frequent
interaction with MSME customers for their overall
banking requirements including the personal banking of
promoters and family members.

In the rural segment, the Bank is planning to expand
its services to 2 Lakh villages in the next two years. It
funds not only traditional agriculture but also allied
activities. It is totally committed to furthering the
Government’s agenda by supporting its various
schemes be it AIF/FPO/PMFME and lending to

small and marginal farmers.

HDFC Bank is the leading player in the commercial
vehicle financing business with its share increasing
considerably in the year ended March 31, 2022. It will be
focusing on increasing market share further by expanding
into deeper geographies and hiring more feet on street.

The Bank has also established a robust healthcare
ecosystem to capture high potential offered by hospitals,
nursing homes, pathologies, laboratories, chemists,
doctors and patient finance.

The CRB vertical shall continue contributing to the bank’s
growth as well as the nation’s growth through its bouquet
of products.
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Product Suite

Working Capital and Agriculture Finance

Term Loan Assets - Crop Loan/Farmer Finance
- Working Capital Loans - KCC
- Term Loans - Dairy/Cattle Finance
Supply Chain Management R
Project Finance Liabilities
Export Finance - CASA Accounts
Fixed Deposits
Transportation Finance - Salary Account
Group )
- Commercial Vehicle/Equipment Trade Finance
Finance - Bank Guarantee/LCs
. Tractor Finance - International Trade
Infrastructure Finance FX Advisory
Investment Banking Trade Flows & Derivatives

IPOs, Private Equity, VC Fund
Raise, Loan Syndication
Mergers & Acquisitions
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Our Value Creation Model

Our Resources

Digital innovation in Climate Change Government and
Regulatory environment

Data privacy and

Economic Environment

financial services and ESG

cyber security

22

@

®

Financial Capital

- Total Deposits: 315,59,217 Cr
Stockholder's Equity: ¥2,40,093 Cr
Borrowings: ¥1,84,817 Cr

Human Capital
Employee base: 1,41,579
Learning and Development initiatives
Employee engagement initiatives
- Talent Management
Culture Ecosystem

Intellectual Capital

- Digital Factory, Enterprise Factory and
Enterprise IT
Credit policy and underwriting skills
Risk management framework
Collaboration with fin-techs and start-ups
Implementation framework on carbon
neutrality

Social & Relationship Capital
Customers: 7.1 Cr+
CSR expenditure: ¥736 Cr

- Aligning stakeholders with ESG
Partnership with Government

Natural Capital
Grid Electricity consumed: 364,135 MWh
Fossil Energy Consumed: 285,612 GJ
Paper consumed: 2,660.13 MT
Natural resource conservation initiatives
E waste handled through authorised
recyclers: 212 MT

Manufactured Capital

- Banking outlets - Branches + Business
Correspondents (managed by CSCs and
other BCs), ATMs.
Corporate office, data warehouse and others
IGBC certification of building and branch
interiors

Credit Risk Market Risk

Compliance Risk

Stakeholder Value Creation

Our Purpose

We exist to help every Indian

make better

money choices, today and tomorrow

W,
Bl Ho,
Customer Q 6\94
Focus <
Q
Branch
operations »
. Underwriting and
Operational ) risk management
Lending
Excellence
Investment
management
Future-ready e
Collections Bank for the iabili
Asset-liabilit
Product Digital Age managemen{
Leadership
Current and Deposits
Saving Accounts
A Customer
eople services

— I\

Sustainability

Sy
"less segments

Key enablers

People Effective Risk Technology
& Culture Management Robustness
Customer Governance Commitment
Service and Beyond to ESG
Experience Compliance

Strategic pillars

Re-Imagining the branch channel
- Virtual Relationship Management (VRM)

- Government & Institutions (G&l)

Leadership in payments business

- Technology & Digital

- Commercial and Rural
Retail Assets

- Corporate Cluster

- Wealth
Digital Marketing

Operational Risk Climate Risk

Liquidity Risk

[KOXYN J@)\

Reputation Risk

A4nsy3aul

Overview ‘

Introduction to
HDFC Bank

Our
Performance

How We Our
Create Value Strategy

Responsible
Business

Statutory Reports and
Financial Statements

Products

315,59,217 Cr
0 16.8%

Total Advances
313,68,821 Cr
0 20.8%

Share of Digital in
total transactions
~93%

Net Interest Income
372,010 Cr
0 11%

Totallncome
%1,57,263 Cr
O 7.7%

Total Direct (CBDT)
and Indirect taxes
(GST & CBIC)
collected for the Govt.
36,33,582.37 Cr

Long term objectives

Increase customer base
Operational efficiency
Expand footprint
Omnichannel experience
Healthy asset quality

- Access low cost funds

EA

Information
technology Risk

Cyber security
and data Risks

>3

F|nanC|aI capital
Net Revenue: %1,01,519 Cr
Net Profit after tax:
336,961 Cr
Return on Asset: 2.03%
Return on Equity: 16.9%

- Cost-to-income ratio: 36.9%

Human capital
Net Additions: 21,486

- Women in workforce: 21.7%
(Excludes sales officers and
other non-supervisory staff)

Intellectual capital

Brand Value: $ 35.60 BillionA

- Strengthening of core and
creation of digital stack

- Attracted market-leading

skills in areas such as data

analytics, IT, equities and

advisory solutions

- Capital Adequacy Ratio:
18.9%

- GNPA: 1.17%
Net NPA: 0.32%

Employee engagement
score: 83%

Profit per employee:

~328 Lakh

Employee Cost: ¥12,032 Cr

1,400 Number of internal
APls published increased by
50% plus over last 2 years

- Average Customer uptime at
99.94%

Somal & relationship capital

BU Net Promoter Score:** 60
- Customer Additions:

92 Lakh+

MSCI ESG Ratings

Assessment: AA*

Natural capital
Loan proposals screened
and approved through the
SEMS framework: 861

- Trees planted so far:
17.69 Lakh+

- Water Conservation
structures developed
10,500+

Manufactured capital

- Total Banking Outlets and
branches: 21,683 and
6,342 respectively

- Cities/towns covered: 3,188

# For a complete list of SDGs impacted
through our social & relationship capital,

please refer Page 95

CSR Beneficiaries:

9.6 Cr+

Shareholder base: ~21 lakh
Certified as a Great Place to
Work® Organisation.

Cumulative Underwritten
Wind & Solar (cumulative
capacity 5,860 MW)
underwritten amount:
314,839 Cr

- Solar lights installed 41,810+

- ATM + cash withdrawal/
deposit machine: 18,130

- Total Business
Correspondents: 15,341

UN SDGs#

g dcunoucio
B Eousom

a

DECENT WORKAND
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i | =

§ teonoecse
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o

B
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o

" As per Kantar BrandZ Most Valuable
Global Brands 2022 Ranking

* As of August 2021
** Bottom Up Net Promoter Score
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=1 Stakeholder Engagement

Understanding
stakeholder
expectations

At HDFC Bank, we engage with our
stakeholders to understand and
respond to their expectations and
concerns. This provides valuable
insights that help us shape our
priorities and strategy. We have a
well-defined process to identify and
prioritise our major stakeholders,
based on their involvement with
and value to the organisation.

Customers O

Through our 6,342 branches and 18,130 ATMs/
CDMs, we serve over 7.1 Crore customers.

Further, we are enhancing our disability-inclusive
infrastructure and services. All our ATMs are
equipped with a voice-guided system and a Braille
keypad for the visually challenged. We are also
increasingly setting them up in locations with ramps
to enable access to wheelchair-bound customers.
At present, 850 of our locations, including branches
and ATMs, are equipped with ramps. We assess all
our premises and install ramps wherever feasible.

Modes of engagement

- Online and postal communication

- Customer satisfaction surveys

- Feedback from customers

- Regular interactions with customers

Frequency
Continuous

Key concerns and expectations

- Ease of transacting across channels
- Innovative technology applications

- Data security

- Advanced analytics

Response and mitigation

- New products enabled by our digitisation
strategy

- Making personalised recommendations with a
Virtual Relationship Manager (VRM)

- |EC activities on data security and privacy

TOTAL CUSTOMERS BRANCHES

710 cr+ 6,342

ATMs/CASH DEPOSIT &
WITHDRAWAL MACHINES (CDMs)

18,130



Introduction to Our
Overview HDFC Bank Performance

Employees @

How We Our Responsible Statutory Reports and
Create Value Strategy Business

Financial Statements

Our 1.4 Lakh+ employees come from a wide range
of socioeconomic and educational backgrounds,
allowing us to provide highly personalised
experiences to our consumers. We are committed
to building a culture of inclusiveness, diversity,
growth, progression, and well-being.

Modes of engagement

Employee on-ground and virtual connect by
Human Resources

Leadership and manager connect
Feedback surveys

Employee connect initiatives like talent hunt,
wellness initiatives etc. some of which also
include their families

Frequency
On-going/ periodic
Key concerns and expectations

Employee engagement
Employee wellness and safety
Learning and development

Response and mitigation

Maintain high-level of ongoing employee
connect and periodically obtain feedback
through dipsticks and surveys
Focus on various aspects of employee wellness
through the HDFC Bank Cares’ initiative

- Strengthen focus on L&D (Learning &
Development) by offering best-in-class learning
resources and leveraging technology for
enabling learner-led anytime, anywhere learning

TOTAL EMPLOYEES

1.4 Lakh+

EMPLOYEES BELOW 30
YEARS OF AGE

38.8%

We collaborate closely with our suppliers to
encourage them to add value beyond the economic
bottom line, in order to integrate environmental
and social concerns more effectively. Through our
ESG policy framework, we strive to ensure that our
vendors and suppliers abide by labour laws and
human rights.
Modes of engagement

Regular meetings

Phone calls and surveys
Frequency

Continuous/annual performance review

Key concerns and expectations

Partnership
- Governance and ethical practices

Response and mitigation

Ensure timely payment for services
- Whistle Blower Policy to ensure good practices

&

WASTE IMPROVEMENT IN HUMAN RIGHTS
REDUCTION EFFICIENCY & GHG AND LABOUR
REDUCTION PRACTICES
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Stakeholder Engagement

Regulatory Bodies 0

We ensure adherence to compliance standards
set by the regulatory bodies. We also place great
emphasis on Direct Benefit Transfer (DBT) to
ensure beneficiary coverage under government
programmes such as MGNREGA, PMAY and
PMKSY, among others.

Modes of Engagement

- Regular meetings

- Policy updates and ministry directives
- Mandatory filings with key regulators
Frequency

Continuous

Key concerns and expectations

- Compliance
- Social security schemes
- Relevant national mandates

Response and mitigation

- Compliance and ethics oriented culture
including formulation of relevant policy
frameworks and enforcement thereof

- Awareness generation on the mandates by the
Government of India

TOTAL DIRECT (CBDT) AND INDIRECT TAXES (GST & CBIC)
COLLECTED FOR THE GOVERNMENT

36,33,582.37 cr

26

Investors/Shareholders 0

We continued to generate value for our 21 Lakh+

shareholders. In FY22, our basic earnings per share

stood at 366.8.

Modes of engagement

- Quarterly reports and press releases

- Investor meets, earnings calls and Annual
General Meetings (AGMs)

Frequency

Quarterly, annual

Key concerns and expectations

- Compliance
- Governance and ethical practices
- Economic performance

Response and mitigation

- Policies and demonstration of responsible
business conduct

TOTAL SHAREHOLDERS

~271 Lakh+

BASIC EARNINGS PER SHARE

3066.8

NET PROFIT

336,961.3 cr

*As on March 31, 2022
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We continue to fine-tune our community
development strategy and have set goals and
sub-goals within the identified thematic areas.
HDFC Bank Parivartan, our umbrella CSR brand,
seeks 1o bring about sustainable change in the
lives of the less privileged sections of the society,
by empowering them and bringing them into the
national mainstream. It has so far potentially made
a difference to over 9.6 Crore+ lives.

Modes of engagement
Regular meetings \
Focus group discussions By ’
Project monitoring and reviews

Frequency

Continuous/annual performance review

Key concerns and expectations

- Training and inclusive growth
Financial literacy

Response and mitigation

Holistic rural development programme
Sustainable livelihood initiative

Financial literacy camps

BENEFICIARIES OF INDIVIDUALS IMPACTED ] (p
CSR PROJECTS THROUGH FINANCIAL 8
LITERACY AND INCLUSION

960w 171 cu

VILLAGES COVERED UNDER HOLISTIC RURAL 9 " b
DEVELOPMENT PROGRAMME b

3,330+ .. \

N ) :
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Materiality Assessment

Prioritising issues that matter

We conducted a materiality

assessment exercise, in

accordance with GRI standards, in
FY19 to identify the most important
topics that could significantly
impact our value creation. Inputs
gathered from key stakeholders
were factored into our strategy
planning. Taking a step further in
FY21, we modified our materiality
study to align our ESG strategy
with business goals, by including
emerging topics such as climate
change risks and opportunities.

Outcome

Five-step stakeholder
engagement process

Identify potential topics

Define stakeholder groups

Stakeholder engagement
and prioritisation

Revisit of material issues
by the internal stakeholders
in FY21

Revised materiality map

New topics
included

- Physical risks due to
climate change

- Transition risks due to
climate change

- Climate change impacting
company’s cost of debt

- Employee welfare

- Customer privacy

- Data security

- Selling practices and
product labeling

- Transparency and
disclosure

The aggregated inputs from all the relevant stakeholders were consolidated and combined to arrive at our materiality map. Emerging
ESG risks were added, including climate change risks.

HDFC Bank’s Materiality Map (Internal Stakeholders)

Importance to
external stakeholders

High

o
009
o®
Hygiene Factors Top priorities ®
o0
00
. 0 . Hidden Value Creators
Monitoring issues
Low Potential Impact on High

HDFC Bank’s business

16

12

10
17
15
13
il
14

AW N O

Compliance

Data Security

Corporate Governance and Ethics
Customer Privacy

Customer Satisfaction

Selling Practices and Product Labelling
Transparency and Disclosure
Economic Performance

Systemic Risk Management

Financial Inclusion

Responisible Finance

Employee Welfare

Community Wellbeing

Physical risk of Climate Change
Transition risk of Dimate Change
Climate Change Impact on Company's
Cost of Debt

Emissions and Climate Change

The effective management of material issues is critical to our business sustainability as it directs our strategic planning and

management priorities towards achieving long-term sustainable value for our stakeholders.
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Prioritising sustainability topics, mapping with GRI elements and capitals

Priority S.

Rank No. Sustainability topics

Description

1. 16. Compliance

GRI aspects: Environmental compliance; . .
: . ) Capitals impacted:
Socio-economic compliance

We operate in a highly regulated industry where compliance is non-negotiable. Our operations comply
with all applicable legal, environmental, and social regulations. We abide by the Companies Act,
2013, the Banking Regulation Act, 1949, and the applicable RBI and SEBI regulations, among others.
The Bank's equity shares are traded on the National Stock Exchange of India Ltd., BSE Ltd., and its
American Depository Shares (ADS) are traded on the New York Stock Exchange (NYSE).

2. 12. Corporate
governance
& ethics

GRI aspects: Ethics and integrity; . . . @ @ ‘ @ @
Governance Capitals impacted:

Our Corporate Governance philosophy, articulated in our ESG framework, is anchored to the cardinal
principles of independence, accountability, transparency, fair disclosures, responsibility and credibility.
Our policies and guidelines demonstrate that good governance is ingrained in our culture. The Anti-
Bribery and Anti-Corruption Policy as well as the Code of Conduct, help us perform our operations in an
ethical manner.

3. 8.  Data security

GRI aspects: Customer privacy; Security Capitals impacted: @ @ @ @
practices P P :

We work in a highly automated environment and use cutting-edge technology to support a variety of
operations. We are guided by the Information Security Policy and the Cyber Security Policy. Further, an
independent assurance team within Internal Audit provides assurance on the management of information
technology-related risks. To mitigate information technology-related risks, we have implemented a
governance framework, information security practises, and a business continuity plan.

Customer privacy

GRI aspects: Customer privacy Capitals impacted: @ @ @ @

Being in the service sector, Information Security and Data Protection are of utmost importance to us.
To ensure customer privacy, we also follow the Banking Codes and Standards Board of India's (BCSBI)
'Code of Bank's Commitment to Customers' and Employee and Customer Awareness Procedures.

Customer
satisfaction

GRI aspects: Stakeholder engagement; . . .
Marketing and labelling Capitals impacted: @ @ @

Our customer-centric approach caters to our customers’ financial goals while providing insightful,
relevant, contextualised, and hyper-personalised experiences. We conduct satisfaction surveys on a
regular basis to gather feedback on our products and services.

6. 10.  Selling practice and
product labelling

GRI aspects: Marketing and labelling Capitals impacted: @ @ @

We strictly adhere to market conduct regulations to provide transparent, accurate, and comprehensive
marketing statements, advertising and product/service labelling to our customers and clients. We have
established frameworks, strategies, policies, and procedures, as well as systems, to ensure and maintain
transparency in communication, allowing them to make informed decisions.

Financial @ Human
Capital Capital

Intellectual Social & Manufactured Natural
Capital Relationship Capital Capital
Capital
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Materiality Assessment

Priority S. . - . s
Rank No. Sustainability topics Description
7. 17. Transparenc GRI aspects: General disclosure - o :
P Yy Reporting practice Capitals impacted: @ @ @
and disclosure

With the increased demand for ESG disclosures among stakeholders, it is critical to ensure that such
reporting is accurate and reliable. We have a sustainability strategy and reporting programme in place
that clearly articulates our sustainability strategy, risks, and opportunities, as well as performance on
material ESG topics.

We also place high value on report assurance, so our Sustainability Report and Green House Gas (GHG)
emissions are verified by third-party auditors in accordance with the International Standard on Assurance
Engagements (ISAE) 3000 (revised) Standards.

15. Economic
performance

GRI aspects: Economic performance Capitals impacted: @ @ @

Economic performance is critical to maintain stability and positive momentum. We strive to provide our
stakeholders with increased long-term value. Even during challenging times, we have performed well,
aided by our prudent management and capital allocation strategies.

13.  Systematic
risk management

GRI aspects: General Disclosure - Capitals impacted: @ @ @ @ @
Governance

Through the effective use of processes, information and technology, we have deployed a multi-layered
risk management strategy that identifies, assesses, monitors and manages risks (credit, market,
liquidity, interest rate, and operational). A Board-approved Stress Testing Policy & System, which is

an integral aspect of our ICAAP, is part of our overall risk management framework (Internal Capital
Adequacy Assessment Process). Stress testing is done by employing a variety of ways to determine
our vulnerability to excessive yet realistically stressful scenarios. Additionally, we use a SEMS (Social &
Environmental Management System) framework to analyse social and environmental credit risks. Risk
exposures are actively identified and reported to the appropriate levels of management, so that risk
mitigation actions can be implemented. The risk management function is independent of business and
reports directly to the Managing Director.

10.

11. Financial
inclusion

GRI aspects: Economic performance; Local . .
o Capitals impacted:
communities

Financial inclusion is key to India’s inclusive development agenda. The banking sector has a pivotal
role to play in serving the underbanked, especially in rural and semi-urban areas. We see this as an
opportunity to broaden our reach and make our products and services more accessible. While we
continue to focus on the Corporate Cluster and Government Business to increase penetration, we see
Commercial (MSME) and Rural Banking driving the next wave of growth.

11.

4. Responsible

financing

GRI aspects: Environmental compliance; . .
} ) X Capitals impacted:
Socioeconomic compliance

Evaluation of environmental and social risk is an integral part of our overall credit appraisal and approval
process. Large industrial/infrastructure projects where the extension of long-term financing (greater than
%100 Million and longer than 5 years) are covered under the Bank’s Social & Environment Monitoring
System (SEMS) which necessitates an assessment of Environmental, Health, Social, and Safety risks in
addition to other risks, as part of the overall credit appraisal process.

As a rule, we do not fund projects that have a negative impact on the environment, health, or safety. We
want to make funding available for environmentally viable projects that help mitigate climate change risks.
To reduce our carbon footprint, we continue to invest in renewable energy and energy efficiency projects.
Customers are also encouraged to make ‘green banking’ decisions.

12,

6. Employee
welfare

GRI aspects: Employment Capitals impacted:

W We engage with employees and their families through a variety of initatives through our Employee
Connect program. Over the years and especially during the pandemic, we saw a significant increase in
the employee participation. Many of these initiatives were virtually run during the last two years to ensure
employee safety. We also run an Employee Welfare Trust which is primarily set up to support employees
in case of emergencies where the expenses extend beyond the mediclaim cover that we provide to all
employees and their families. During the pandemic, support from the trust was generously extended to
all employees who needed it.
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Priority S. . - . s
Rank No. Sustainability topics Description
13. 5. i i
Community wellbeing GRI aspects: Local communities Capitals impacted:@
We believe in giving back to the community. Through our CSR brand ‘Parivartan’, we work towards
empowering the most disadvantaged sections of the society around our area of operations, to be self-
reliant. The Board-level CSR & ESG Committee oversees the initiatives and tracks progress on a regular
basis. To secure the nation's growth and development, as well as the well-being of its residents, we have
aligned our actions with government missions and programmes.
14. 2. i i . i _
Physmal risk for gRI aspects: General Disclosure Capitals impacted: @ @ @ @
climate change overnance
We have a diversified lending portfolio that covers a wide range of industries including power, heavy
15. 3. Transition risk for industries andlreal estate. In comlpllance with the Task Forpe on Cl|matfe-relqt9d Financial Dlsclosures
limate ch recommendations, we are exploring the process of analysing the Bank's resilience to physical and
CllinnrENS Cinenigfs transition risks of climate change and continue our endeavour to acquire granular data and test tools for
climate risk assessment and conducting scenario analysis.
16 4. Climate change GRI aspects: General disclosure - o
) Capitals impacted:
|mpac‘t on Governance
Company’s cost We regularly review and monitor climate change impact on the Bank’s cost of debt. At present, we view
of debt the impact as relatively less significant.
17. 1. iagi
EI:TWISSIOFI and GRI aspects: Emissions Capitals impacted: @ @ @
climate change
We recognise our role in the transition to a low-carbon economy. At HDFC Bank, we have been
recording our GHG emissions and will continue to track and report our carbon footprint. Recently, we
pledged to become carbon neutral by FY32. We continue to scale up the use of renewable energy and
energy management measures at our operations.
Climate change may have a substantial impact on our activities, and thus, we have initiated steps
towards the implementation of TCFD recommendations.
Financial Human Intellectual Social & Manufactured Natural
Capital Capital Capital Relationship Capital Capital
Capital

Mapping sustainability topics to our value chain

Upstream Downstream
Material topic (suppliers, HDFC Bank (customers,

investors) communities)
Compliance v v
Corporate Governance & Ethics v v v
Data Security v v v
Customer Privacy v v
Customer Satisfaction v v
Selling Practice and Product Labelling v v
Transparency and Disclosure v v v
Economic Performance v v v
Systematic Risk Management v
Financial Inclusion v
Responsible Finance v v
Employee Welfare v
Community Well-being v
Physical Risk for Climate Change v v v
Transition Risk for Climate Change v v v
Climate Change Impact on Company’s Cost of Debt v v v
Emission and Climate Change v v v
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Our future-ready strategy

India is one of the fastest growing major
economies and as one of the largest
private sector banks in India, we are
well-positioned to capitalise on this
opportunity. At HDFC Bank, we continue to
focus on executing our ten-pillar strategy
across various products and segments

to create, catalyse and capture the next
wave of growth. The focus on our straregic
pillars drives our consistent performance.

We continue to enhance our compliance culture and exhibit
highest compliance standards. Our risk management and
compliance framework is embedded in the systems and
processes across operations and functions and is overseen
by a diverse, experienced, and competent Board. As we
take strides forward, the customer remains at the core of
our strategy. Armed with robust technology and capitalising
on digitalisation, we are providing seamless digital customer
on-boarding and service management journeys. Our
investment in our people and adherence to our culture ‘The
HDFC Bank Way’ enables us in our onward journey.

{1 HDFC BANK

Customer lifecycle management

Delivery of products

Customer acquisition .
and services

Through 10 Pillars of growth

Relationship management

m 4 &

Government Digital Retail Expanding
and Institutions Marketing Assets Wealth
Business Management

= ¢

HDFC Bank Heartland: Leadership in
edge for Commercial and the Payments

Corporate Rural Banking Business
Cluster Group

Key enablers

Effective Risk
Management

Zero Paper, Zero
Touch Operations

Customer Service
and Experience

Strengthening
Compliance

g X

Technology and  Reimagining the
Digital branch channel

g

Virtual
Relationship
Management (VRM)

People: Learning

e and Development
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Re-imagining Retail Branch
Banking

Our growing phygital reimagined
branch channel is pivotal to our
strategic intent of being India’s best
customer-centric brand across
industries, within the next three years.
Retail Branch banking is the key
enabler for retail deposits, retail trade
and forex business, unsecured and
secured asset business and third-party
distribution business. We continue to
reimagine our branch channel backed
by micro market focused multiformat
distribution science, phygital
transformation, analytics and Artificial
Intelligence (Al). This is backed by an
institutionalised approach to customer
life cycle management and a ‘Service
First culture’.

The levers that bring to life our
reimagining branch channel
strategy are:

Holistic customer life cycle
management

It starts from our ability to map and
source the right set of customers using
a differentiated go-to-market approach
and results in having need-based
conversations and offering the right
product proposition. It also entails
continually nourishing the relationship
through our relationship management
architecture and recommending next
best actions and implementing them.
Our 'service first culture' is embedded
throughout the customer life cycle
management journey.

Analytics led customer
conversations and distribution
planning tool

Our approach is based on ‘Need-
based Selling’ and is empowered by
robust analytical tools and Al. '"Next

%

Service First

Micro market

Strategy
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Instutitionalised

focused multiformat culture approach to customer
distribution science life cycle

'w
Customer life Al analytics- Enabling phygital
centric insight-led driven customer transformation
proposition conversations

(Next Best Action)

Best Actions', are suggested based
on a study of customer transactions/
digital behavior across the Bank's
digital assets. Further, relationship
managers are equipped with
suggestive 'Immediate Next Best
Actions', based on real time digital
transactions/customers interactions.

Our micro market focused multiformat
scientific study of data drives decisions
on meeting customer needs through
retail phygital branch/Digital Banking
Units/‘Smart Banking Lobby’ or
Business Correspondents. An
optimum mix of digitisation along with
relevant human interactions, enables
us to deliver superior services.

Digitisation of sales, service and
Branch operations

We continue to embed and enhance
customer digital journeys, be it sales,
service or operations. It also entails
enhancing phygital through digital
delivery in physical branches.

Mobile-first approach leveraging
Aadhaar and ‘Walk Out Working’
(WOW) straight through journeys, are
some of the initiatives that are helping

us achieve significant benefits, in terms
of improved customer experience
along with cost reduction. WOW
customer service journeys have scaled
up customer adoption by ~45%
(cumulative) and is expected to grow
further.

Customer Experience
Excellence

The cornerstone of Customer
Experience Excellence is to delight
customers at every touch point. In

this endeavour, our initiatives include
process simplification through
digitisation, reimagining the customer
journeys and making them user-
friendly. We are enhancing self-service
avenues and thus empowering
customers in completing paperless
journeys on their own. Our Net
Promoter Score, a metric of measuring
customer satisfaction and loyalty, has
shown 22% improvement over FY21.
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People capability

Our people are the face of the Bank.
Our aim is to strengthen our teams

to better understand the ‘Voice of
Customer’ to enable us to create
newer propositions, simpler processes
and seamless customer experiences.
We have equipped our teams with Al
and analytics-driven pinpointed regular
customer level analysis to enable
enhanced engagement. Further, we
continue to train our teams through
interactive learning interventions that
equip them to enhance customer
delight in all their interactions. The
learning interventions are customised
based on analytics.

Virtual Relationship
Management

As a future-ready Bank, we have
further strengthened our Virtual
Relationship Management (VRM)
channel to enhance customer
engagement and provide seamless
customer service experience. A
banking experience with digital

ease and personalised need based
conversations, is at the core of our
VRM strategy. The Virtual Relationship
Management practice is an integrated
customer-centric approach consisting
of three pillars:

- Virtual Relationship
- Virtual Sales
- Virtual Care

The Virtual Relationship Managers
serve the customer life cycle across —
a) Save b) Invest ¢) Borrow d) Transact
e) Engage. We believe that we have a
head start with our Virtual Relationship
Management practice, leveraging an
Omnichannel Engagement framework,
seamless digital journeys, data
science-led customer interactions

and a robust talent pool of well-

34

trained Virtual Relationship Managers.
Your Bank has made significant
investments in technology upgradation
of the customer facing solutions
around Interactive Voice Response
Systems, Data Management and
digital engagement platforms like
Video KYC, to offer a world-class
virtual engagement framework

for its customers. Our systems

are structured, secure, compliant,
automated and avoid any data
leakages. Our VRM framework
provides seamless 24/7 access to
customers and experiences, in line
with global service standards.

We provide automated interactive voice
response solution in 12 languages with
20+ services. We offer world-class
service interaction, with an analytics-
led need-based product distribution
approach, aimed at making us the
preferred banker of choice for the
customer.

Our Virtual Care approach is an
extension of our customer-centric
programme — ‘Infinite Smiles' and
we aim for customer satisfaction in
every interaction. We have progressed
further on our conscious journey

of a culture transformation, which

is enshrined along with the critical
leadership tenets of ‘Nurture, Care and
Collaborate’. This has also contributed
to better complaints management and
reduced customer wait time.

Government and
Institutions Business

Growing focus on digitisation of
transactions and Government
push towards transparency offers
an enormous opportunity in this
segment. We aim to capitalise on
this opportunity by focusing on the
following key areas:

Start-ups

—

7N\
&

N
Financial
inclusion

Government
and
Institutions

Central, State and
local Governments
and associated
entities

Business

N—

Alternate
Channels &
Partnerships

Education,
healthcare, religious
institutions, NGOs,
trusts, and housing

societies
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The Government of India has unlocked
a large revenue pool by allowing private
sector banks to participate across all
areas of Government business. We are
a leading bank in managing Government
fund flows, with ~26% of total flows routed
through the Bank. The single nodal agency
construct introduced in September 2021
by GOI will further augment these flows.
We are leveraging our extensive reach,
intuitive technological solutions, our
deep network, and sustainable livelihood
initiatives to maximise this opportunity.
We facilitate digitisation of agricultural
procurements, e-governance for
tendering and auction, amongst others,
and offer a differentiated and seamless
experience for Government bodies. In
FY22, the Bank was recognised as one of
the top 5 Banks in the country processing
pay-outs, including direct benefit transfer
under the single nodal agency construct
by the Ministry of Finance to enable this.
The Bank has facilitated and/or developed

the necessary technological solutions to
provide customers with a high quality user
experience.

Our comprehensive digital suite also
acts as a catalyst driving growth in the
institutional business. We have adopted
an ecosystem-based approach to harness
the growing opportunities in educational
institutions, religious institutions, and
housing societies. We enable collections
of society payments, donations, fees, as
well as manage payments to vendors,
employees, etc. We have also forged
partnerships with tech players to adopt
an APIl-based approach to cater to the
needs of this segment.

Parallelly, we are making continuous
investments to expand our distribution
network in the deep geographies of the
country. Rapid adoption of technology
coupled with deep penetration of mobile
and internet provides fertile ground to tap
into opportunities, by digitally connecting

Strategy

Responsible
Business

Statutory Reports and
Financial Statements

the last mile. Till date we have on-boarded
4 Lakh+ Village Level Entrepreneurs (VLE)
as Business Facilitators and Business
Correspondents to help source business
for us. With the help of the VLEs, we have
been able to create a large distribution
network to capture the opportunities
in the semi-urban and rural areas. Our
octopus model of distribution puts existing
branches at the core, supported by
agents empanelled through marquee tie-
ups and partnerships. These agents are
capacitated by the Bank through digital
infrastructure, branding and visibility
to function as a mini branch. Digitally-
assisted and unassisted journeys are in
play, with a combination of fintech and
APls that deliver a seamless experience
securely. These alternate channels not
only create value for the Bank but also
have a larger societal impact supporting
nation-building and the Government’s
financial inclusion agenda.

Leadership in Payments
Business

Payments business is an integrated
business with key wheels of Issuance,
Acquiring and Consumer Finance
fulfiling the needs of every customer
segment. We continue to be a leading
player in the payments ecosystem with
a leading presence and market share
in issuing, acceptance and consumer
finance businesses. We also bring
throughput value to other businesses
of the Bank through our frequency of
transactions which is a source of core
data for deeper understanding of our
customers and drives data analytics
for the Bank.

Issuance business provides extensive
range of payment solutions to the
customers in every segment. We
have grown significantly across Credit
Cards, Debit Cards, Prepaid cards,

Consumer

- Credit Cards
- Debit Cards
- UPI

- EPI

- Wallets

- Prepaid

- NEFT/RTGS

Commercial
- Credit cards
- Debits cards
- Prepaid/Virtual

During Purchase
- Card EMI

- BNPL

- EMI Cards
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Offline

- POS/mPOS

- QR Code

- Scan n Pay

- Merchant App

Online

- Payment
Gateway

- UPI

- EPI

- SmartHub
Platform

- Digital Loans

Post Purchase

- Smart EMI — Credit
- Smart EMI - Debit
- Inventory Finance
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PayZapp Wallet, EMI and EPI/Direct
Pay. Customer spends have crossed
8 Lakh Crore in FY 22 with 63 Million+
cards (Credit Cards, Debit Cards

and prepaid cards) addressing every
market segment. Every third rupee
spent on cards in India, happens

on HDFC Bank cards. Adapting to

the changing customer behaviours,
we have expanded our customer
offerings. We are a leading player in
credit cards with a strong growth and
market share on both booksize/ENR
and spends. We have the best suite
of cards curated for the needs of both
young professionals and ultra premium
customers. Digitally enhancing
customer experience and services for
our customers is a key strategy and
we launched ‘MyCards’ application

to help card customers to self service
digitally. Our future plan is to fortify the
MyCards offering to a comprehensive
Cards servicing solution for the Credit
Card and Debit Card customers.
PayZapp is a key strategy to drive
customer engagement across all
payment forms. It will be providing

a strong, unified experience across
contactless payments, QR-based
payments, UPI payments, and BNPL,
and will be digitising all payment form
factors with rich features on a unified
platform. The revamped PayZapp

2 is around the corner and will be
providing a unified experience across
contactless payments. Smartbuy
continues to play a key role in
providing a strong loyalty framework
and has gained popularity among
customers for providing accelerated
reward points and reward redemptions
on a single platform. To complete our
suite of products and payment suite to
the retail consumers, we are scaling
BNPL with multiple variants that we are
building to make customer purchases
convenient. Between Credit Card EMI,
Debit Card EMI and paper financing,
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we are riding the wave of innovation
and have become No.1 among all
banks in BNPL.

Acceptance business is all about
building the core network connecting
the entire payment ecosystem and
receipts business. Our full suite of
online and offline payment solutions
consists of Payment gateway, UPI,
EPI, Smart Hub platform, POS/M
POS, QR Code and Scan & Pay,
among others. Within acceptance
business, Merchant Acquiring
business provides the railroad for
banking solutions and payment
offerings to the largest customer
segment — MSMEs. As a Bank,

this business gets us entry into the
large and thriving MSME ecosystem
that forms the backbone of our
economy. We have been leading this
business and despite the disruptive
competition in this space, we have
about 47% market share in cards,

1 Million+ POS terminals deployed
and 14.5 Lakh Crore+ volume
acquired across cards, NetBanking
and UPI. We are strengthening our
Partnership pillar by forging alliances
with large fintech players to corner
large opportunity segments with
targeted value propositions like EMI,
pay later and digital storefronts.
Smart Hub continues to be a pioneer
comprehensive payment and banking
solution for all merchants, and we will
be launching the enhanced Smart
Hub App Platform soon. We have
been continuously transforming the
experience on SmartHub Vyapar
App platform to instantly become a
merchant with the widest range of
payment acceptance, easy access
to loans and banking solutions with a
single view of all transactions. Further,
the platform will allow merchants to
instantly open current account and
start accepting payments on the go.

Consumer Financing consists of
lending at the point of sale i.e. the
EMI business, and this business
feeds off the acceptance and
issuance business. We fund both
during purchase and post purchase
transactions through cutting-edge
offerings such as Cards EMI, Buy
now Pay later (BNPL), digital loans,
Smart EMI — Credit, Smart EMI —
Debit and inventory finance, among
others. We are reaching out to New to
Credit (NTC) customers and new age
customers, extensively in this space.

Technology and digital

As a future-ready bank, we are
technology and digital led in most of
our operations. Today, 93% of the
Bank’s transactions are processed
digitally. As a part of our technology
transformation agenda, we have taken
great strides under the three legs of
Digital Factory, Enterprise Factory
and Enterprise IT. While Enterprise
Factory and Enterprise IT focus on
strengthening the core technologies
and networks, Digital factory is aimed
at enhancing customer experience
through differentiated products and
services. This approach is further
illustrated through our 5-pillar strategy
for bringing in key shifts in the banking
experience.

We aim to make day-to-day banking
simple for our retail customers through
easy and unified payment experiences
and seamless assisted and unassisted
journeys. Our ecosystem-based
offerings for MSMEs cover the entire
supply chain with native journeys

in local languages providing a
transformational commercial banking
experience. With APlfication and deep
ERP embedding, we offer frictionless
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banking services for large corporates,
mimicking retail experiences. We are
leveraging advanced Al and deep
analytics to simplify investments for
our wealth customers. We contribute
to the Digital Bharat growth story

with a local touch through assisted
journeys, multilingual capabilities, and
deep digital distribution points. The
objective is not just to develop new
products but to innovate rapidly and at
scale, so as to serve the entire gamut
of our 7.1 Crore strong customer base.
In order to achieve this, we also forge
strategic partnerships with new-age
fintech players to offer plug and play
solutions.

Powering these initiatives is our strong
technological backbone. We have
fortified our infrastructure security and
resilience through scalable, state-of-
the-art data centers, Al/ML based
security and monitoring systems and
deep automation in DR resiliency. We
are also strengthening the foundation
by re-architecting the core technology.
We are ‘hollowing out the core’ by
moving away from legacy systems into
a cloud native, agile system, and a
neo-technology stack.

Our people are the most important
enablers as we transform into a
future-ready, digital-first bank. We

are refreshing our people practices
adapting to new ways of working. Our

Key tenets of technology and digital

Differentiated
customer experience at scale

Rapid innovation

79N
&

Data and platform
orchestration

Resilient and secure
core systems

Responsible
Business

Statutory Reports and
Financial Statements

hiring strategies leverage Gen X to Gen
Z talent offering diverse skillsets to
build in-house deep-tech capabilities.
Our focus is on fostering a culture of
innovation, agility and growth.

The Bank has lined up exciting
launches in the coming quarters
with offerings that not only make
banking simpler but also augment
the experience through value added
services. Our MobileBanking app is
undergoing a massive re-write with a
refreshed UI/UX focusing on journey
simplification for the customer. The
end goal is simple, customer delight
across all segments on the back of a
resilient infrastructure and seamless
digital experiences.

o

Nurturing
tech talents

Design frictionless
journeys for straight
through processing

Digitisation of
branches with
paperless journeys

- Create Neo
customer digital
experiences

New products and
journeys designed at
pace and scale

Plug & play
integration with new
age Fintech partners

Best-in-class
products and
services powered by
innovation, agility-at-
scale

Embedded Al/
ML capabilities
spanning products
and processes

Deeper analytical
capabilities

and synergised
operational
efficiencies

- APlfication of data to

enable sophisticated
customer journeys

- Zero-trust

architecture,
advanced platforms
and analytics

for best-in-class
security posture

Next level disaster
recovery with
automation and ‘Hot
DR’ setup

- Multi-cloud

strategy, data
centre consolidation
augmented with
scalability through
containerisation

- Transforming people

practices to adopt
new ways of working

- Fostering a culture

of innovation, agility
and growth

- Gen Xto Gen Z:

leveraging diverse
skill sets as a key
enabler
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Strategy in Action

Commercial & Rural Banking

Commercial and Rural Banking

(CRB) primarily caters to entities in
manufacturing, exports, employment,
retail and trade, supply chain network
and infrastructure. CRB lending
constitutes a large part of our PSL
lending book. CRB serves Micro, Small
and Medium Enterprises (MSMEs),
emerging corporates, commercial
agriculture, farmer finance, healthcare
finance, equipment finance and
commercial transport companies.

We are committed to helping resolve
the challenges faced by this market
segment, like lack of easy or timely

access to credit, high cost of credit
and collateral constraints.

This group enables acquisition of
customer at an early stage. For
instance today’s SME and MSME

will transition to tomorrow’s mid-
corporates and large corporates. The
Bank aims to support the journeys

of these companies as they mature
through the lifecycle.

The rise of the digitally-enabled
customers presents a unique
opportunity to scale business

and increase wallet share through
augmented end-to-end digital journeys
and increasingly personalised offerings
and services. With products and
platforms such as the SME portal,

the Bank caters to the needs of

Commercial and Rural Banking Group

Emerging
Corporate
Group (ECG)

Business
Banking

Retail Assets

Our Retall assets strategy is to
deliver best-in-class algorithm-driven
Digital lending. We continue to be

a responsible, agile and innovative

38

Group (BBG)

Emerging
Enterprise
Group (EEG)

Rural Banking
Group (RBG)

- Agri KGC

retail services provider. Our portfolio
consists of secured/unsecured lending
products such as auto loans, home
loans, personal loans, gold loans, etc.
to cater to various classes of retail
customers. We aim to expand across
newer geographies and deepen our
presence in existing geographies
through a customer centric approach,

Transportation
Group
- CVCE
- IFG
- Tractor

the new-age customer. The Bank
intends to grow its agriculture and
allied book by diversifying its portfolio
from staple crops to agri allied and
high value horticulture crops. It also
plans to augment as well as facilitate
the growth of individual ecosystems
that exist within the group, (such

as the rural ecosystem, healthcare
ecosystem, transportation ecosystem
or the supply chain network) with
products and services tailored to

add value and financial strength.

The market potential in the segment
that the CRB group caters to is
immense and the Bank is well-poised
to capitalise on this opportunity

by leveraging its reach, innovation
capabilities, digital prowess and
ecosystem offerings.

Healthcare
Finance (HCF)

prudent pricing, introducing indigenous
digital products while maintaining the
quality of our portfolio. Our increased
end-to-end digital lending journey
across most of our products, backed
by robust credit research, analytics
and strong IT infrastructure, is enabling
our consistent growth.
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Over the years, we have simplified and
digitised processes, thus reducing
turnaround time across products,

by digital integration coupled with
algorithm-based usage experience.
Our key indigenous digital products
such as Xpress Car loans, 10 Second
Personal loans, Digital loan against
shares, and Digital loan against Mutual
funds, among others, enable not only
our existing customers but also new
to bank customers to avail loans in a
seamless manner. These initiatives
address the needs of the growing
population of digital savvy customers
including the millennials.

One of the key focus areas is
strengthening our position in
unsecured product by further
penetrating in Government segment
supported by our increasing
geographical presence and nimble-
footed lending solutions. We have
built in processes and controls and
invested in our branch network to
manage the risks, to ensure our Gold
Loan portfolio grows significantly. We

e N

Employees
Salary empanelment

\.

e N

Government

Statutory payments

\. J

e N

Shareholders
Dividend distribution

\. J

e N

Customers

- Digital integrations
- APl integrations
- H2H (Host-to-Host) solutions

are offering seamless loans across
geographies, expanding our reach

in semi-urban and rural markets for
deeper penetration

Corporate Cluster

Corporate Banking continues

to consistently contribute to our
growth. Our holistic suite of products
and services gives us an edge

over competitors. Our customer

base extends from large business
houses, MNCs, Companies in the
manufacturing and service sectors to
public sector enterprises, and financial
institutions, among others.

While lending is the mainstay of
Corporate Bank, our strategy has
been to strengthen relationships by
providing banking products, solutions
to corporates, to manage their

receivables, payables, taxes and trade.

Our product suite covers the entire

Corporate

ecosystem

Responsible
Business

Statutory Reports and
Financial Statements

corporate ecosystem which includes
providing payroll management and
personal banking services to their
employees and key officials.

The Bank provides value-added
and industry-specific solutions by
leveraging its detailed processes
and on-ground intelligence about
corporates’ processes, distribution
networks and geographies.

As a Digital Bank, we have host

to host connectivity with the large
corporates using APIs and we are
working towards digitising end-to-
end transaction processing within
their ecosystems. We are leveraging
cutting-edge technologies such as
Artificial Intelligence and Machine
Learning for deep analytics to derive
actionable insights for increase in
share of wallet. The quality service
offering that is provided to our
corporate customers can be extended
to customers and suppliers of the
corporate using ‘ecosystem banking’.
The idea is to bring the corporates'
entire financial world under one

Working capital term lending
Cross-border vendors

- Trade

- Cross-border transactions

e N

Suppliers/dealers
Cash management

e N

Channels
Supply chain finance
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Strategy in Action

umbrella. We aim to continue to add
value to the corporate ecosystem by
focusing on:

- Use of technology, processes, and
products to cater to the corporate
journeys

- Offering financing solutions to the
eco system partners — vendors,
suppliers/dealers, channel, and
customers — of the corporates
through digital platforms

- ldentifying white spaces and co-
creating financial products by
benchmarking with the best-in-class

- Innovating Trade Products to cater to
specific needs of the Corporates

- Being the Banker of choice to MNCs
with the goal of becoming the largest
bank to multinationals in India

Wealth strategy

Technology
leverage

]

Wealth

Wealth is one of the key focus areas
for the Bank. We are focused on the
Affluent and Mass Affluent segment

of customers to drive growth. A

large proportion of wealth in India is
distributed even beyond the top 20
cities of the country. The Bank aims to
increase the Wealth Relationship team
and expand its reach in B30 (beyond
top 30) cities, to tap into this segment
through a hub and spoke model.

The Bank’s Wealth team is currently
serving customers across 216 cities
and is on track to reach 800+ locations
by the end of this financial year. We are
also investing in our people through
intensive training to develop the right
knowledge capital and service skillsets
to provide consistent quality of service
across these locations.

Our dedicated service team for Wealth
Clients ensures delivery of our 'Service
First' philosophy. The bank has
adopted Annual Recurring Revenue

Customer

centricity capital

Knowledge

(ARR) as a key metric to ensure
transition from transactional approach
to portfolio management approach
and minimise churn. We have an open
architecture for insurance where we
have multiple partners across life,
health, and general insurance to offer
the right product to the right customer.
Our non-proprietary framework across
investment products which makes
recommendations based on robust
quantitative and qualitative evaluation
model, re-accentuate our customer
centricity.

We are developing a mobile-first
Wealth Platform that will leverage
advanced analytics and Al-driven
recommendations to provide
differentiated wealth solutions across
all customer segments. The digital
platform will focus on agile, unassisted
journeys and mass personalisation
to cater to customers across the
country. The goal is to deliver a
highly personalised experience that
democratises wealth management
and makes it accessible for all our
customers.

Service first
culture

New Wealth App
with advanced
analytics and

robust execution

Dedicated
Service Team
and Robust
Review Process

Open Architecture
for all Investment
Products &
Robust Processes

Expansion to

B30 locations

through hiring
and relationship

platform to safeguard team skill to fulfill all client
customer’s interests building through needs
training
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Digital Marketing

Our digital marketing strategy is to
create awareness about our brand,
build brand loyalty for our financial
solutions and services through a deep
understanding of customer behaviour
and preferences. Digital marketing

for us entails providing frictionless
customer journeys and addressing
customer requirements with the right
product, at the right time, in their most
preferred channel of communication
and with high levels of personalisation.
One of the key outcomes expected
from this strategy is contribution

to direct business generation. Our
website has seen growth in customer
visits in both tier and non-tier cites
evidencing increase in our reach and
recall.

We are executing our strategy through
our omni-channel presence, advanced
analytics, data science, working in
cross functional teams and through
customer advocacy.

Internal and

external channels

Advanced analytics

and data science

- Omni-channel: We are using our

Omni-channel forte consisting of
website, Net and MobileBanking,
notifications, SMS, Email, WhatsApp
and social media to deliver the
business portfolio objectives. We
are developing segmented and
personalised communication based
on highly advanced Al/ML models.

- Advanced analytics and data

science: Investments in Cloud-
related advanced analytics tools
enable deep understanding of
customer behaviour, and their
preferences to curate personalised
interventions, at scale and to create
relevant customer engagement.
Through technology and digitisation,
we are executing digital marketing
plans at scale and in tandem with
the traditional marketing channels
to provide our customers quick

and easy access to all our financial
solutions. We have revamped our
digital journeys for loans, deposits
and payment solutions which allow
our customers to purchase products
in a few clicks in a frictionless
manner.

Digital

Marketing
execution

Responsible
Business

Statutory Reports and
Financial Statements

- Our investment in advanced analytics

engine ‘Spark Beyond’ tests millions
of hypotheses and builds multiple
models in minutes with the aim to
understand customer needs, have
meaningful customer interactions and
build customer relationships. 'Spark
Beyond' impacts all channels of the
Bank, bringing higher productivity for
manned channels and increase of
business in unassisted channels.

- PODs: To support end-to-end

outcomes like un-assisted business
generation digitally, we work in multi-
disciplinary and cross-functional
teams called PODs. These PODs
solve business problems through

a lens of data-backed root-cause
analyses and hypotheses.

- Stimulating customer advocacy:

We identify and address grievances
across customer digital journeys and
products to earn customer trust and
create brand advocates using online
reputation management, ratings,
reviews, and testimonials.

Multidisciplinary cross
functional teams (PODs)

Stimulating
customer advocacy
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External Environment

Key external drivers and

our response

Just as the global economy prepared to
leave behind the pangs of the pandemic
(despite uncertainties associated with
subsequent waves and rising inflationary
pressures), the Russia-Ukraine conflict
escalated. The consequent imposition

of sanctions on Russia kept the global
economy and financial system on
tenterhooks. Further, China’s slowdown,
Sri Lanka’s crisis and other geopolitical
issues continue to weigh on the economic
recovery, clouding India’s near-term
growth outlook as well.

The Indian banking sector, supported by regulatory and
Government interventions, has remained resilient and
sufficiently capitalised. Measures such as moratorium on
payment of loan instalments and restructuring of loans,
among others, alleviated the stress while helping banks

to continue lending to productive sectors. The pandemic
has accelerated the technology-led transformation in the
financial services space, with new customised products and
services being delivered using digital technologies. However,
it has also elevated the risks related to data privacy and
cyber security which need to be mitigated on an ongoing
basis.




Introduction to

Overview HDFC Bank

Our
Performance

How We
Create Value

Our

Global economic growth
set to moderate

The protracted Russia-Ukraine
conflict, Sri Lanka’s sovereign default
and structural slowdown in China

are weighing heavily on the global
economic recovery. Inflationary
pressures have increased, as supply
chains remain in disarray and trade
sanctions on Russia push up energy
prices. While Brent crude oil is
hovering above $120/bbl, natural gas
price has risen by more than 50%
since March 2022. In response, many
central banks including the US Federal
Reserve, have tightened their monetary
policy. Against such a backdrop, the
IMF expects global GDP growth to
moderate to 3.6% in 2022 from 6.1%
in 2021. Among advanced economies,
the US is expected to grow at 3.7%
(vs. 5.7% in 2021), while Euro area
growth is estimated to halve from

3.7%

EXPECTED GLOBAL GROWTH IN 2022

5.3% in 2021 and the UK economy is
estimated to grow at 3.7% in 2022 vs.
7.4% in 2021. While Russia is expected
to record a negative output growth,
China is expected to grow at 4.4% vs.
8.1% in 2021.

In India, export growth may see a
moderation post a good performance
last year. Inflation is expected to remain
high due to rising input costs, lingering
supply disruptions and elevated energy
prices. The recent rate hikes by the
RBI may put upward pressure on
interest cost and weigh on investments
and consumption. Additionally, global
liquidity withdrawal presents a risk for
foreign capital flows. In India, GDP
growth is estimated at 7.3% in FY23
vs. 8.7% in FY22, with risks tilted to
the downside. Encouragingly, despite
the slowdown, in FY23, India is likely
to perform better than its Emerging
Market peers. While zero COVID-19
policy and related lock downs are
likely to drag down China's economy,
developing European countries (like
Poland) are likely to suffer due to the
ongoing war.

Strategy

Statutory Reports and

Responsible
Financial Statements

Business

Our response

We undertake topical stress testing
based on prevailing geopolitical/
macroeconomic/sectoral and other
trends. One such topical stress
analysis was conducted to estimate
the impact — direct and indirect —

of the Russia-Ukraine conflict on

our portfolio. We do not see any
significant risk, based on the current
information available. We, as part of
our continuous and robust country
risk monitoring, have proactively
taken steps to limit our exposure

to Sri Lanka. Nonetheless, we are
closely monitoring the overall situation
both at the global and India level and
are modifying our course of action
accordingly.

Government and
regulatory interventions

During the two waves of COVID-19,

the RBI announced Resolution
Frameworks (RF) 1.0 and 2.0 to
provide relief to borrowers and lending
institutions. While the restructuring

of large borrower accounts under RF
1.0 could be invoked by December

31, 2020 and implemented within 180
days from the date of invocation, they
have time till September 30, 2022 to
achieve the operational parameters.
On the other hand, resolutions under
RF 2.0 for individuals, small businesses
and MSMEs could be invoked before
September 30, 2021 and the resolution
plan had to be implemented within 90
days from the date of invocation.

Our response

MSMEs are considered an important
economic growth engine and are

one of the largest employers in the
country. The Bank’s Assets in the
MSMEs segment stood at ¥3,13,919.49
Crore as on March 31, 2022. Its Micro
Enterprises Assets alone stood at
%1,12,564.77 Crore. We continued

to extend support to our customers
through ECLGS and ECLGS extension
schemes and also provided ad-hoc
enhancements as needed. Your Bank
emerged as a star performer under
the ECLGS 1.0, 2.0, 3.0 and ECLGS
extension schemes. We disbursed
loans amounting to ¥17,100.89 Crore

HDFC Bank Limited Integrated Annual Report 2021-22

to over 0.78 Lakh customers under
various ECLGS schemes. This swift
support enabled our customers to run
their operations smoothly while fulfilling
their financial obligations.

33,13,919.49 cr

ASSETS IN THE MSMEs SEGMENT
AS ON MARCH 31, 2022
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External Environment

Climate change
and ESG

Climate change has emerged as an
overarching concern, enveloping all
aspects of humanity.

Naturally, this concerns the financial
sector too. With the disruptive impact of
climate-related events already evident,
there is a worldwide movement to embed
sustainability practices in business
operations across Environmental, Social
and Governance (ESG) aspects. The
financial services industry is expected to
factor ESG and climate-related physical
and transition risks in decision-making.
Further, India reiterated its commitment
to climate action at the United Climate
Change Conference (COP26) in
November 2021 at Glasgow. In line with
this, the RBI published a statement to
support the greening of India’s financial
system. This may significantly impact the
policies and processes of the financial
services industry.

Our response

We have a comprehensive ESG
framework to address and mitigate
climate-related and other ESG risks.
[t consists of a robust governance
structure that ensures oversight
over ESG matters at the highest
level. We have made progress on
energy consumption, emissions
and tree plantation initiatives

and aim to stay the course in

the coming years. In FY22, we
pledged to become carbon neutral
by FY32 and are putting in place
an implementation framework to
achieve carbon neutrality. We are
also in the process of adopting

a broad range of technological
solutions and operational measures
to reduce energy consumption at
our operating locations.

Evaluation of environmental and social
risks is an integral part of our overall
credit appraisal and approval process.
Large industrial/infrastructure projects
that require long-term financing
(greater than 100 Million and longer
than 5 years) are covered under our
Social & Environment Monitoring
System (SEMS). SEMS necessitates an
assessment of Environmental, Health,
Social and Safety risks in addition

to other risks as part of the overall
credit appraisal process. Further,

we continue to invest in renewable
energy and energy efficiency projects
to lower our carbon footprint. We also
encourage customers to make ‘green
banking’ choices.

Data privacy and
cyber security

The exponential growth of digitisation
and technological transformation

in financial services has escalated
cyber security risk and data privacy
concerns. There is a growing
regulatory focus on safe practices and
stringent polices within organisations
to ensure that customer interest is
safeguarded. With the advent of open
banking, ecosystem banking, digital
payments and lending, the importance
of having a robust IT infrastructure with
resilient systems and stringent policies
cannot be over-emphasised.

Information
Security Group

FORMED TO ADDRESS ISSUES RELATED TO DATA
PRIVACY AND CYBER SECURITY
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Our response

We have a dedicated Information
Security Group headed by the Chief
Information Security Officer and

an Information Security Committee
chaired by the Chief Risk Officer for
exercising governance over these
matters. We have devised and
implemented data privacy policies
with respect to customer data which
includes usage of the Bank’s digital
platforms. We are committed towards
protecting privacy of our customer’s
personal data. Our Data Privacy
program provides a common set of
requirements for processing personal
data within Bank. Through our Privacy
Notices, we attempt to explain in a
transparent way how and why we
collect, store and use personal data;
how it might be shared, and legal
grounds for processing personal data.

We have stringent policies and
processes in place to ensure
information and cyber security.

We undertake routine vulnerability
assessments that include patch
management, penetration testing and
network security processes to ensure
a robust system and IT infrastructure.

We have implemented 24x7
defacement monitoring and
vulnerability management of the
Bank’s internet properties. This
minimises the surface area for cyber
security attacks. Further Security
Orchestration, Automation & Response
(SOAR) is being used to reduce the
incident response time by connecting
security solutions with each other and
automating the incident lifecycle.
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Digital innovation in
financial services

The pandemic has brought about a
shift in digital technology adoption,
opening up many opportunities in

the financial sector. Digital lending is
one such opportunity, where many
platforms have emerged to offer
hassle-free loans to retail individuals,
small traders and other borrowers.
Many large multinational corporations
whose primary business is technology
(e-commerce, social media, payments
enablers, etc.), popularly known as
BigTechs, have started lending either
directly or in partnership with regulated
financial entities.

~6,000

FINTECH PLAYERS OFFERING SERVICES ACROSS
INVESTMENTS, INSURANCE, PAYMENTS, LENDING
AND BANKING INFRASTRUCTURE

Further, the Indian fintech market is
slated to grow significantly due to
large unpenetrated geographies and
rapid digitisation of the economy. With
~6,000 fintech players, the services
offered are spread across investment,
insurance, payments, lending,

and banking infrastructure. With
cutting-edge technology and niche
target markets, these fintechs offer
customised and user-friendly services
that appeal to the growing tech-
savvy customer base. The regulatory
environment is providing the necessary
impetus with initiatives such as the
e-RUPI, a person and purpose-specific
digital payment solution launched in
August 2021. In the Union budget of
2022-23, India has announced plans
for a Central Bank Digital Currency
(CBDC). Additionally, open banking
trends and a spurt in the number of
off-the-shelf APIs available for banks
and third-party apps to build upon is
changing the dynamics of financial
services industry.
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Our response

We are focusing on building new
competencies under Digital Factory,
Enterprise Factory and Enterprise IT.

We are fully geared up to launch the

next phase of our strategic initiatives to
provide seamless customer journeys. We
are continuously innovating to provide
differentiated customer offerings. Through
digitisation we are offering solutions

to enable ease of business across our
diverse customer base. We are focusing
on end to end digital journeys with

omni channel touchpoints designed
around the needs of our customers. We
launched ‘Xpress Car Loans’ — our new
car loan journey for existing customers
as well as non-customers, resulting in
loan initiation to disbursal in less than

30 mins. We are fostering innovation

with strategic partnerships with multiple
cutting edge startups, Fintechs and
BigTechs to increase the breadth of such
holistic offerings. Benefits such as an
enhanced digital customer experience,
more intuitive user interfaces and neo
tech stacks are pivotal enablers in our
partnership journeys. This has recently
been demonstrated through the roll out
of our Smart Hub Vyapar offering for
merchant ecosystems and our revamped
Customer Experience Hub, an AI/ML
Powered Omni Customer Experience
Transformation program. Our core
technology transformation program is
continually strengthened with new age
technology advancements being built into
our roadmap including our Cloudification,
API, Automation and App modernization
journeys.
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Robust and stress-
tested framework

Our robust Risk Management framework and the independence of

our risk management function set us apart as a responsible banker.

It enables the execution of our strategic priorities without taking on
undue financial and non-financial risks. Our risk policies and processes
and their effective implementation through technology and governance
enabled us to endure and even grow in these highly uncertain and
disruptive times. Stress testing is one of the key risk management tools
we use to mitigate and manage the existing as well as emerging risks.

HDFC Bank’s Risk Management Framework

Governance
Board of Directors
Board Committees

Management Committees

Frameworks
Risk Appetite
Risk Policies, Procedures and Systems

Internal Capital Adequacy Assessment .
p N Internal Audit

Compliance Process and Stress Testing
Assessment Control Reporting
Risk Identification Risk Limits Risk MIS &
Measurement Monitoring Actions
Approval as Mitigation
applicable
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Risk Governance

Our Board of Directors is responsible
for managing comprehensive

risks. The Risk Policy & Monitoring
Committee (RPMC), constituted by the
Board, oversees the implementation
of our risk strategy. The RPMC guides
the development of our policies,
procedures and systems and evaluates
their adequacy and appropriateness to
the changing business conditions, as
well as our risk appetite.

The Chief Risk Officer (CRO) heads the
independent Risk Management Group
(RMG@G). The CRO interacts regularly
with the members of the RPMC.

The RMG is primarily responsible

for implementing the risk strategy
approved by the Board, and
developing policies, procedures and
systems for identifying, measuring,
monitoring, assessing and managing
risks.

Risk frameworks and their
implementation

The nature of our business and
business activities, along with the
regulatory environment and external
environment at large, exposes us

to several types of risks. For us, the
keys risks are credit risk, market risk,
liquidity risk, operational risk, cyber
security and data risk. Our operations
expose us to compliance and
reputation risk. We are also exposed
to ESG risks. We have put in place an
aggregate risk appetite framework. In
addition, the appetites for individual
risk types are operationalised through
risk-specific policies, limits and
triggers.

We also have a structured
management framework in the Internal
Capital Adequacy Assessment
Process (ICAAP) to identify, assess
and manage all risks that may have

a material adverse impact on our
business/financial position/capital
adequacy.

Risk exposures are regularly captured
and reported to the relevant levels

of management for initiation of
appropriate mitigation measures. We
also continuously evaluate the efficacy
of existing risk model assumptions and
parameters and refine the models to
keep up with the changing times.

We have an Internal Audit Department
which is responsible for independently
evaluating the adequacy and
effectiveness of all internal controls,
risk management, governance systems
and processes.

We have separated the Risk, Audit
and Compliance functions from the
Business functions to create a strong
culture of checks and balances and
to eliminate any possible conflict of
interest between revenue generation,
and risk management and control.

Key risk management
initiatives

Evolving stress testing scenarios

In addition to the existing suite of
standard stress scenarios, we are
conducting stress testing based on
topical themes driven by prevailing
trends such as geopolitical/
macroeconomic/sectoral, among
others. These stress tests are
conducted focusing on specific areas
of portfolio and the results act as
early warning alerts/signals for taking
actions, if any. Some of the topical
themes relevant for the present times
include the evolving geopolitical turmoil
in Europe due to the Russia-Ukraine
conflict, commodity price shocks, and
possible shift in key macroeconomic
variables in the medium term.
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Russia-Ukraine conflict

We analysed both direct and indirect
impact of the conflict on our portfolio.
The situation remains fluid globally, and
there is uncertainty regarding the final
outcome from a geopolitical as well as
a financial market standpoint. Stress
testing of our portfolio considering the
current information did not indicate any
significant risk. We continue to closely
monitor the situation, to pre-empt and
manage the risk and its outcomes.

Sri Lanka’s sovereign default

With continuous and robust monitoring
of country risk exposures and stress
testing, we have proactively taken
steps to limit our exposure to Sri
Lanka. Although the impact of the
default is unlikely to be material for the
Bank, we are keeping a close eye on
the situation.

Increasing focus on non-
financial risks

We believe a lot more can be done
in the area of researching, analysing,
monitoring and mitigating non-
financial risks such as operational,
technology and reputation, among
others. Accordingly, we are elevating
deliberations of non-financial risks

in the RPMC/Board. We are also in
the process of enhancing policies,
procedures and risk assessment
framework for such non-financial risks.

Leveraging technology

In line with our technology
transformation agenda, we are also
automating our risk management
processes. We believe it will increase
efficiencies, enhance accuracy of
information, and enable maintenance
of adequate audit trail for reviews.
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Risk Management

Credit Risk

The risk which arises from default by borrowers in their
terms of contract with the Bank, especially failure to make
payments or repayments.

Mitigation

An independent Credit Group headed by Chief Credit
officer oversees the underwriting functions and approvals
across retail and wholesale credit functions. It ensures that
the credit underwriting and portfolio management policies
are aligned with the Board approved credit appetite. There
are robust policies and processes for managing credit risk
in both retail and wholesale businesses, mainly through

our target defined market, credit approval process, post-
disbursement monitoring and remedial management
procedures.

Strategies

Maintaining healthy asset quality with optimal risk-reward

considerations.

Capitals Impacted

Market Risk

The risk of potential loss on account of adverse changes
in market variables which affect the value of financial
instruments held by the Bank.

These instruments are primarily held for trading or for
management of statutory reserves.

Examples of such market instruments are debt securities,
equities, foreign exchange and derivative instruments.
Mitigation

A well-defined Board approved Market Risk Policy,
Investment Policy, Foreign Exchange Trading Policy and
Derivatives Policy along with robust control activities

caps the risk at trading desk level and also at securities
level, through trading risk limits in line with the Bank’s risk
appetite.

The market risk is also evaluated at portfolio level and
controls are implemented to mitigate the risk.

Strategies

Optimising profitability of mark-to-market products within the

constraints of liquidity and market risk appetite of the Bank.

Capitals Impacted

Compliance Risk

The risk of legal or regulatory sanctions, as a result of
failure to comply with applicable laws, regulations and
standards.

Mitigation

Comprehensive Board-approved Compliance policy in
place which is reviewed on an annual basis.

The Compliance function tracks and reviews
compliance with regulatory guidelines.
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Enhancing the compliance culture within the
organisation through an intricate and comprehensive
internal control framework along with other measures.

Strategies

Strengthening our Compliance checks and balances
and ensuring businesses work within the contours of
regulation.

Capitals Impacted
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Operational Risk

Operational risk arises from inadequate or failed internal Strategies
processes, people and systems or from external events.

: X . Minimising operational losses through risk mitigation
It includes risk of loss due to legal risk. gop 9 9

mechanisms.
Mitigation Capitals Impacted
A Board-approved governance structure is in place with 8

detailed framework and processes for managing operational @ @

risk. Under the framework, the Bank has three lines of

defence namely business line (including support and

operations), An independent Operational Risk Management

Department (ORMD) and Internal Audit to manage, monitor

and mitigate Operational risks.

Climate Risk

At a broader level, risks from climate change are in addition to other risks as part of the overall credit
typically divided into: appraisal process. We also track and externally verify
our carbon emissions to effectively manage and

Physical risks reduce our footprint.

Economic losses (physical damage to property and
assets) from extreme weather events (flood, cyclone, .
. Strategies
etc). due to climate change.
We are exploring frameworks to model and assess
climate risk. We also continue our endeavour to
acquire granular data, further corroborated by BRSR
data (from FY23 onwards), and test tools for climate
risk assessment and conducting scenario analysis. We
are also exploring options to tie-up with data providers.

- Transition risks
— The possible process of adjustment to a low carbon
economy and its possible effects on the value of
financial assets and liabilities.

Mitigation
On the emissions front, we have set ourselves specific

An ESG policy framework has been formulated to targets towards reduction of our GHG emissions.

address this risk.

Evaluation of environmental and social risk is an Capitals Impacted
integral part of our overall credit appraisal and approval &

process. Long-term financing proposals for large @ @ @
industrial/infrastructure projects (greater than 100

million and tenor above 5 years) are evaluated through

the SEMS framework, which requires an assessment

of Environmental, Health, Social, and Safety risks

Financial @ Human Intellectual Social & Manufactured Natural
Capital Capital Capital Relationship Capital Capital
Capital
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Risk Management

Liquidity Risk

Liquidity risk is the risk that the Bank may not be able
to meet its financial obligations as they fall due, without
incurring unacceptable losses.

Mitigation

The Bank's framework for liquidity and interest rate
risk management is spelled out in our Asset Liability-
Management policy. Further, a robust mechanism to
comprehensively track cash flow mismatches under
normal as well as stressed conditions and critical ratios
including Basel lll ratios has also been implemented.
The Bank has an extensive intraday liquidity risk
management framework for monitoring intraday
positions during the day.

Strategies

- To maintain healthy liquidity as evidenced in Liquidity

Coverage Ratio (LCR)/Net Stability Funding Ratio
(NSFR) in line with our Balance sheet size to tide over
any unforeseen stress scenarios.

- Maintaining competitive cost of funds.

Capitals Impacted

Reputation Risk

Any adverse stakeholder and public perception about our
Bank may negatively impact our ability to attract and retain
customers and may expose us to litigation and regulatory
actions.

Mitigation

We communicate with our stakeholders regularly through
appropriate engagement mechanisms to address

stakeholder expectations and assuage their concerns, if any.

The Bank has identified reputation risk to be a material risk
in its ICAAP Policy and an assessment framework has been
established to monitor the level of reputation risk.
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Strategies
- Delivering superior and seamless customer experience.

- Wide range of products and services.

Capitals Impacted
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Information Technology Risk

Risks associated with the use, ownership, operation,
involvement, influence, and adoption of IT within an
enterprise, as well as business disruption due to
technological failures.

Mitigation

There are well defined policies, frameworks,
procedures, templates, and risk assessment
methodology for IT risk management.

The framework enables risk assessment of IT
solutions, entities providing IT and related services and
new technology and digital implementation.

Cyber Security and Data Risk

Risk of cyber-attacks on the Bank’s systems through
hacking, phishing, ransomware and other means, resulting
in disruption of our services or theft or leak of sensitive
internal data or customer information.

Mitigation

Each cyber security threat including data privacy issue is
assessed basis the framework - Identify, Prevent/Protect,
Detect, Respond and Recover. Further controls such as
firewalls, anti-malware, anti-advance persistent threats,
data loss prevention, Red Teaming, Intrusion prevention/
detection, digital rights management, 24*7 security
operation centre, and forensics solutions, have been put in
place.

The international ‘General Data Protection Regulation
(GDPRY) has also been implemented across relevant
operations. The Bank is compliant with ISO 27001 and PCI
DSS standards.

Strategies

Ensure alignment of Business and IT Strategies to
provide services and superior customer experience.

Making extensive progress on some of the key
initiatives that are part of our technology transformation
agenda. The key initiatives are Infrastructure stability,
Disaster Recovery Resiliency, Security enhancements
and monitoring mechanisms.

Capitals Impacted

Strategies

Facilitating bank’s growth via secure Digital 2.0 —
implemented through Social, Mobile, Analytics and Cloud
technology.

Adapting and updating Cyber Defence framework, using Al/
ML to further augment cyber defence capabilities to counter
new-age threats.

Increase information security awareness among employees
and customers through specific programmes and
communications.

Sustaining operational effectiveness and efficiency through
secure Work from Home.

Capitals Impacted

Financial @ Human Intellectual
Capital Capital Capital

Social & Manufactured Natural
Relationship Capital Capital
Capital
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Business Continuity Management,
Information & Cyber Security Practices

Ensuring uninterrupted
operations amid rapid change

The world is rapidly evolving. The pandemic demonstrated the
need for complex operations involving multiple stakeholders to be
managed remotely and digitally. At HDFC Bank, we have a well-
defined Business Continuity Plan (BCP) in place, to ensure the
reliability and continuity of operations.
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Our BCP is based on regulatory guidelines, 1IS022301:2019 certified, and is subject to regular reviews. We have a
Business Continuity Policy and Procedure with clearly defined roles and responsibility.

Business Continuity — Scope & Governance Framework

Approach towards emergency, disaster & crisis
management

Business continuity

Manage continuity of critical business operations and
accelerated resumption of services after a disaster

5

Emergency response

Deal with site-level emergency at an office or a branch
involving life safety issues like fire, bomb threats, and so on

()

IT disaster recovery

Recover critical business applications during hardware/
network/power failure

Pandemic response

Facilitate an organised and speedy response to any pandemic
situation that threatens the safety of the Bank’s employees
and/or disrupts the Bank’s critical business functions

Crisis management

Tackle bank-wide disasters such as pandemic, terrorist
attacks, ransomware attacks, fire, cyclone, earthquake, city-
level floods, cyber-attacks and data centre outages, among
others

BCP: Governance
and management

Our central Business
Continuity Office works
towards strengthening
the business

continuity preparedness

BCP is managed by the
Information Security
Group and governed by
the Business Continuity
Steering Committee

This committee is

chaired by the Chief Risk

Officer (CRO)

The committee’s other
representatives are
selected from the senior
management team

Scope of BCP

©

Retail Branch Banking
PhoneBanking

Payments Business &
DBC Risk Control

Retail Portfolio
Management -
Credit Cards
Wholesale

Banking Operations

Retail
Banking Operations

(2]

Treasury Operations
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Business Continuity Management, Information
& Cyber Security Practices

Robust information and cyber security practices for an uninterrupted
march towards rapid digitisation

Governance over Data

As a responsible banker cyber security,
and data privacy are of paramount
importance to us. To manage these
risks, we have constituted an IT
Strategy Committee, Information
Security Committee in addition to

the Information Security Group with
specific roles and responsibilities. We
also have in place a cybersecurity
framework and an information security
programme. We undertake stringent
processes and measures such as
vulnerability management processes
that actively scan for security threats,
logging and monitoring procedures

to deal with network intrusions and
incidents. There were no incidents of
data breaches In FY22.

We adhere to the ‘Code of Bank’s
Commitment to Customers’ as
prescribed by the Banking Codes
and Standards Board of India
(BCSBI) and Employee and Customer
Awareness Procedures, to ensure
customer privacy and are guided by
our Information Security Policy and
Cyber Security Policy, which is at par
with global standards in information
security.

Further we have an independent
assurance team within Internal
Audit which provides assurance
on the management of information
technology-related risks.

IT Strategy Committee

This committee looks into various
technology related aspects. The
functions of the Committee are to
formulate IT strategy and related policy
documents, ensure that IT strategy

is aligned with business strategy.
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The committee comprises majorly of
independent directors and includes an
external information technology expert.

Information Security Committee

This Committee is chaired by the CRO
(Chief Risk Officer) and is responsible
1o assess, accept and sponsor
company-wide security investments.
It provides a forum to discuss
information security risks and acts as
a custodian for the enterprise security
programme. The committee meets
on a quarterly basis with participation
from IT, Business Operations, Audit,
and the Information Security Group.

Information Security Programme

This programme is based on regulatory
requirements (RBI Gopalakrishnan
committee report) and industry
standards (ISO 27001:2013 and NIST
800-53). Our cybersecurity framework
consists of components such as
Identify, Protect, Detect, Respond,
and Recover which remind us of how
important it is to balance proactive
safeguards while preparing for worst-
case scenarios.

Key objectives of the programme include:

- Documenting, disseminating,
operating, and reviewing information
security policies, and procedures

- Monitoring cyber security threats
and reviewing the risk profile across
all critical assets, infrastructure
components and business units/
departments

- Providing transparency into the
information security programme
and associated controls to senior
management including board

- Responding promptly to information
security incidents and policy
violations/exceptions in accordance
with organisational policy

- Determining whether the actions
taken to resolve an incident were
effective and whether corrective
actions are required, and
documenting lessons learnt

Key measures undertaken by
us, to mitigate information
security related risks are:

Antivirus/Malware Programme

We have implemented a programme
to prevent, detect and react to

the introduction of malicious code
through sources such as computer
viruses, worms, and Trojans. We use a
combination of commercially available
and proprietary tools and monitoring
systems to mitigate the risks
associated with malware. The antivirus
signatures are updated more than
once per day to stay current and cover
workstations, servers, email gateways,
web gateways.

Network Security

The Bank uses a combination of
firewalls and proxy servers to separate
and control traffic between networks
with different security requirements
and levels of trust. The Bank has
intrusion detection/prevention
capabilities in place to detect and react
to known attacks in real time. IDS/IPS
signatures are updated periodically to
update detections for specific threats,
intruder profiles, and attack patterns.
These tools are configured to generate
alerts when predefined thresholds are
exceeded.
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Vulnerability management

The Bank administrates a vulnerability
management process that actively
scans for security threats. The
vulnerability management team

is responsible for tracking and
following up on vulnerabilities. Once a
vulnerability requiring remediation has
been identified, it is logged, prioritised
according to severity, and assigned an
owner. The vulnerability management
team tracks such issues and follows
up frequently until they can verify that
the issues have been remediated.

Patch management

The Bank has patch management
processes and tools to assess

and deploy operating system and
application specific patches and
updates. This process includes steps
to evaluate vendor supplied patches to
determine servers that require patches

Our How We Our
Performance

Create Value

and updates, to document procedures
for patching and updating servers,
and to deploy patches and updates in
a timely manner to protect the Bank’s
infrastructure.

Penetration testing

To test for potential vulnerabilities,
penetration tests are conducted for all
critical networks and systems within
the Bank’s internal environment and
for external applications. Penetration
tests are triggered based on several
events, including new releases,
updates, or enhancements. The types
of penetration tests that are conducted
include Network/Host Penetration
Testing and Application Penetration
Testing.

Logging and monitoring

The Bank has a logging and monitoring
procedure in place to deal with

Strategy

Responsible
Business

Statutory Reports and
Financial Statements

network intrusions and incidents. User
actions, system activity and changes
to the infrastructure are logged. Logs
are stored securely and are protected
against modification, deletion, and
inappropriate access. The relative

risk level of the asset and alerts are
generated in the event of audit log
failures. Monitoring tools aggregate the
log files and suspicious activity events
are automatically reported to the SOC
(Security Operations Centre) team.
The SOC team performs the following
steps:

- Analysis and Incident Detection —
The SOC team collects information
from the system generated event as
well as other information sources to
identify a potential incident

Event Tracking and Escalation —
Events are assessed based on the
level of risk and escalated based

on guidance from the Incident
Management policy; escalations
include referral to the CIRT for in-
depth analysis and forensics and
management for situation awareness

Reporting — The CSOC team
periodically reports on events and
incidents to management
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Greening the value chain @ o

Climate change is one of the
most pertinent issues of our

times. At HDFC Bank, we are Strengthening GHG
continuously transforming our data collection and
operations to achieve low- management
carbon growth. We have set

a target to achieve carbon

neutrality fo_r oyr Scope 1 and B e onged
Scope 2 emissions by FY32 B nmental

and are formalising a roadmap response
covering phased emission and
energy reduction targets.

Reducing Responsible
emissions within Financing
our operations
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Governance

Our Board-governed environmental policy serves

as a framework to understand and manage our
environmental risks, impacts and opportunities.

Our Board of Directors sets courses and evaluates
our performance on social and environmental
responsibility. We are continuously working to
incorporate environmentally responsible practices

in our own operations, through our vendors, as well
as through responsible financing. No cases of non-
compliance with environmental laws and regulations
were identified during the year. We track our GHG
emissions and transparently report our environmental
performance annually.

Metrics and targets

We monitor KPls for all major environmental
indicators and initiatives covering energy, GHG
emissions, water and waste for all our operations and
aim to minimise the environmental impact thereof.
We report on climate-related disclosures through the
Carbon Disclosure Project and our TCFD disclosures,
which are included in this report. Towards this end,
the Bank is formalising a roadmap to guide its journey
towards carbon neutrality. The roadmap consists of
phased emission and energy reduction targets. More
details on this can be found in subsequent chapters.

Our neutrality, absolute emission

and intensity targets

32%

CARBON NEUTRAL* BY FY25

100%

CARBON NEUTRAL* BY FY32

50%

CARBON NEUTRAL* BY FY28

23%

REDUCTION IN ENERGY
INTENSITY (GJ/FTE) BY FY25#

34%

REDUCTION IN SCOPE 1 + 2
EMISSIONS INTENSITY (tCO,/
FTE) (EXCLUDING OFFSETS)
BY FY25

Q%

REDUCTION IN ABSOLUTE SCOPE
1 AND SCOPE 2 EMISSIONS BY
FY25#** (EXCLUDING OFFSETS)

Develop a
roadmap

FOR ENHANCING THE QUALITY OF DATA
FOR CALCULATION OF EMISSIONS.

Notes:

#Base year for targets for energy and emissions: FY22.

*Carbon Neutral’ targets include the use of offsets and reflect
neutrality over projected emissions in the corresponding year.
**Including both demand & supply measures

Our Scope 1 emissions includes emissions from fuel consumption
in own vehicles and DG sets. Scope 2 emissions include emissions
due to purchased electricity.

Energy consumption as discussed in this report includes energy
consumed by the Bank within its operations — including electricity,
and fuel consumed in DG sets at locations where it has operational
control as well as its co-located data centres and company vehicles.
All targets are based on accelerated emission reduction scenario
used in our integrated carbon neutrality roadmap.
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Initiatives to reduce environmental footprint

We are working to align our business operations with socially and environmentally responsible practices.
We are incorporating both technological as well as process solutions in our day to day operations in
order to add value to the quality of environment.

Digital Banking Initiatives

Saved about 2.1 Million square feet of

cHill GHG Sequestration

Transparent disclosures

paper through our ‘green event’ initiative Our internal of GHG emissions (third-party
. - . initiatives to assured)
Implementation of digital banking reduce our

initiatives like Phone banking, Mobile
banking, Net Banking, ATM banking,
Mobile wallet

climate change
and ESG risks

17.69 Lakh+ trees planted so far

Target to plant 25 Lakh+ trees
by FY25

Energy Reduction Initiatives

Committed to have
only LED lights in all
our buildings

Our Bangalore data
centre “NetMagic DC38”
is certified green data

) . t the IGB
Installation of inverter ACs CELLIO IS (15

and use of LED lights Implemented energy
management system
(EnMs) across 600
branches. EnMs to

be scaled to 1,500

additional branches

Several changes within our
infrastructure assets have
been incorporated to improve
energy efficiency

IGBC certification of
buildings and interiors
of branches

GHG emissions and climate change

At HDFC Bank, we have put in place an integrated strategy
for managing our scope 1 and scope 2 emissions (refer
page 69 and 70). As we had surpassed our previously set
targets, we have taken on new targets with FY22 as base
year. Our emission sources included in our base year GHG
inventory demonstrates an enhancement of our ambitions
and transparency goals. Not only have we ensured the
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Renewable Energy Initiatives
Install solar panels in our upcoming
office buildings wherever feasible

Use offsite renewable energy and
green tariff from utility

completeness of our Scope 2 emissions from already
identified source categories, but also included our co-
located data centres as a source category for our scope 2
emissions. Similarly, we have added a new source category
for our Scope 3 emissions — emissions on account of
electricity consumption at our other facilities.
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Overview

Enhancements to our emissions boundary and scope

f Enhancing the boundary |

‘ of Scope 2 emissions Co-located data centres included in the boundary for Scope 2 emissions

( 3

Ensuring completeness

of Scope 2 emissions
boundary

\

Captive and Offsite ATMs (previously excluded due to non-availability
of monitored activity data) are now included on the basis of emission
estimation methodologies

( 3
Realignment of Scope
categories for diesel use
emissions in gensets

\ J

Emissions on account of diesel consumption in diesel generator sets are now
accounted for under Scope 1, instead of Scope 2

We are now including facilities other than those owned & operated by the
Bank as a separate category in our scope 3 emissions

f Enhancing the boundary ‘
| of Scope 3 emissions

As a result of the enhanced boundary and scope, our total
GHG emissions for FY22 increased 11% y-o-y by 36,100
tCO,e, of which 92% (33,136 tCO,g) is attributed to the
addition of a new source category. Another

12,728 1CO,e was added to the inventory on account of
electricity consumption from our co-located data centres.

TOTAL GHG EMISSIONS (tCO,e)

351,241

315,141

FY22

Fy21

414,250
FY20

® Scope 1
® Scope?2
@® Scope3

Thus, overall, there is a net reduction in GHG emissions in
FY22 considering only the sources that were included in
FY21 reporting. As a result, the share of Scope 1 and Scope
3 in our total emissions profile increased to 6% and 12%,
respectively. Scope 2 emissions maintained 82% share in
our total emissions.

GHG EMISSIONS FY22
(351,241 tCO,e)

6%

12?.

@® Scope 1
@® Scope 2
® Scoped

82%
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Our Scope 1 emission increased
from 5,826 tCO,e in FY21 to 20,877
tCO,e in FY22, primarily on account
of inclusion of emissions from

diesel consumption in generators —
which were previously included in
Scope 2. This is because we have
actual/ perceived control on the fuel
consumed at a significant number of
our branches and office locations.
Fuel consumption in company-owned
vehicles account for about 41% of
our Scope 1 emissions while diesel
consumption in diesel generators
account for the remaining 59%.

Our Scope 2 emissions decreased by
12,474 1CO,e in FY22 over FY21, of this
9,670 tCO,e was on account of shifting
emissions from diesel generators to
Scope 1. Emissions on account of
purchased electricity decreased by
2,904 tCO,e, despite the inclusion

of our co-located data centres and

an increase in the number of other
locations in Scope 2 inventory.

We are committed to collaborating with
our data centre service providers to
reduce the GHG footprint of our owned
and co-located data centres. Currently,
data centres contribute 7% of our
Scope 2 emissions. This year, we

also enhanced our approach towards
calculation of Scope 2 emissions.

We have stepped up our efforts to
collect actual electricity consumption
data for estimating corresponding
GHG emissions. In doing so, we

are prioritising high-consumption
locations. In FY22, we collected actual
kWh data on electricity consumed
from 46% of our locations — which
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collectively consumed about 50% of
electrical energy.

For remaining locations, we track the
cost of electricity consumed through
our robust financial management
system and use the same to derive
estimates of electricity consumed
using the most conservative tariff

for commercial slabs at the state
level. There are some of our smaller
locations like ATMs for which we

are in the process of establishing
systems to collect activity data. For
such locations, we are estimating
electrical energy consumption based
on a methodology that takes into
account the climatic zone in which
such locations are based, and energy
consumption benchmarks derived
from data on actual electrical energy
consumption collected by us in similar
locations. Although electrical energy
consumption at such ATMs is only
about 4% of our total electrical energy
consumption, we are progressively
enhancing our systems to capture
actual activity data on electrical energy
consumption for all locations.

In FY22, our Scope 3 emissions
increased significantly over FY21,
primarily on account of inclusion

of emissions due to electricity
consumption at other facilities.
These emissions now account for
78% of our total Scope 3 emissions.
The remaining 22% of our Scope 3
emissions are split between emissions
due to hired cabs (13%), air and rail
travel (2%), paper waste (7%), and
e-waste (<1%).

SCOPE 1 EMISSIONS (tCO,e)

8,534 12,343

FY22

Fy21

FY20

@® Company-owned Vehicles
@® Diesel

SCOPE 2 EMISSIONS (tCO,)

287,667

290,571

374,292

@® Diesel
® Electricity

ELECTRICITY EMISSIONS
(287,667 tCO,e)

7%

y,

93%

@ Data Centres

@ Other locations (offices,
branches, ATMs etc.)

We have expanded the
reporting boundary for
our Scope 2 emissions.
This year onwards,

we will be including
emissions relating to use
of purchased electricity
at our co-located data
centres in our Scope 2
emissions.
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SCOPE 3 EMISSIONS (tCO,¢) Emission Scope  Emission Source Emissions
(tCO.e)
5,600 951 3,006 33,136 Scope 1 Company-owned Vehicles 8,534

o Diesel consumption in DG sets 12,343
193 2,960 Scope 2 Purchased electricity 287,667

FYy22

e 6374 3,548 Scope 3 Purchased electricity in other facilities 33,136
FY20 Cab Hire 5,600
® Cab Hire @ Air Travel Air Travel 950
Paper Waste @ E-waste Rail Travel 2
® Other facilities Paper Waste 3,006
Graph not to scale

E-waste 4

SCOPE 3 EMISSIONS Notes:
(42,697 tCO,e) Scope 1 emissions includes CO,, N,O and CH, emissions from the combustion of diesel purchased

by the Bank for its various facilities, as well as combustion of various fossil fuels in Bank-owned
vehicles. For the former, diesel purchase data is extracted from the Bank’s financial management

78% system and the cost of diesel purchased is converted into liters of diesel using conservative
estimates of diesel prices in various states. For the latter source, activity data in terms of quantity
13% of fuel has been extracted from the financial management system. Emission factors and GWP from

GHG Protocol’s Cross sector tool and IPCC’s AR5 respectively have been used.

Scope 2 emissions include GHG emissions from electricity consumed in the facilities that can be

2% reasonably considered to be under the operational control of the Bank, as well as its co-located data
o centres. A hierarchical approach has been followed for estimation of emissions from this category
7% (i.e. (i) monitored data on electrical energy consumption, (i) estimates of electricity consumed based

on procurement costs and state-level tariff; and (jii) estimated electricity consumption based on
climatic-zone specific, internally derived electricity consumption benchmarks; in that order). In all
® Other facilities cases, Grid emission factor from version 17 of the CEA’s (Central Electrical Authority) CO, database
® Cab Hire has been used.
Air & Rail Transport
Scope 3 emission estimation: Emission on account of purchased electricity at our other locations
have been estimated using the same approach as in Scope 2 but includes other facilities not
included in Scope 2 emissions. Emissions from hired cabs have been estimated based on expense
report for hired cabs from the Bank'’s financial management system — which has been used to derive
the distance travelled. Average of emission factor for various categories of cars from the India GHG
programme has been used. For domestic air and rail travel, information on trip characteristics has
been extracted from the Bank’s financial management system, and the distance travelled is derived
from publicly available sources. The emissions have been calculated in accordance with the India
GHG programme. For international travel through air, the source of data remains the same, but
emission factors for different class of travel and haul categories have been derived from the GHG
protocol.

@® Paper Waste

® E-waste

Emissions from paper and e-waste have been estimated based on emission factors provided by
the latest version of the USEPA’s WARM tool on the extracted data for paper used and e-waste
disposed.
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We have been monitoring our energy
performance by benchmarking it
against the Bank’s income and
full-time employees (FTEs). During
FY22, our Scope 1+2 GHG emissions
intensity decreased by 14% and

6% y-o-y for per FTE and per Crore
income, respectively.

Key measures to reduce

GHG emissions across our
value chain

Reducing paper waste emissions:
Our digital strategy forms the
backbone of our paper waste
reduction initiatives. Our digital
products and services, along with
automation of several internal as well
as customer-linked processes and
channels, have enabled us to reduce
paper waste generation. The ‘Green
Event Guidelines’ rolled out by our
retail marketing team has helped save
about 2.14 Million square feet of paper
during the reporting year. We have
also shifted to electronic payments for
our electricity bill payments — which
helps avoid paper use for issuing
about 50,000 Demand Drafts annually.
Where paper use is unavoidable, we
are switching to recycled paper. As a
result, associated emissions increased
by less than 2% y-o-y in FY22, despite
an 18.3% increase in our customer
base.

Tree plantation: We are also
implementing an ambitious tree
plantation programme, under which we
have planted over 17 Lakh trees so far.
This programme has not only positively
impacted our GHG emissions, but has
also helped enhance our social capital
and relationship capital.
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Energy efficiency and
energy management

over 80% of our GHG emissions are
attributed to energy consumption

in the form of electricity and diesel
consumption in DG sets. We are
aggressively working to reduce our
energy consumption across operations
to complement our initiatives to
decarbonise. This is being achieved by
reducing energy consumption across
our operations by regulating existing
equipment, installing energy-efficient
ones, and implementing automated
energy management solutions, among
others. Our energy management and
energy efficiency strategy includes
various initiatives.

Energy efficient space cooling
measures: We have installed 55

Air Handling Units (AHUs) at our
Kanjurmarg location and we are
planning to replace all blowers to

EC Fan by FY23, indicating potential
savings of 25-40%. Thus far, we have
converted one AHU as a trial and
saved around 4,082 kWh of electrical
energy while avoiding 4 MT of carbon
emissions. We are installing inverter
ACs in our locations that has helped
us save 5 Million+ kWh of electricity
during FY22. Additionally, we have also
saved 54,450 kWh of electricity during
the year, through installation of VRF
HVAC Unit at our back offices. We use
digital systems and data analytics to
understand the energy consumption
pattern, in addition to ensuring that the
branches are maintained at optimal
temperatures, improving the power
factor and automating major energy
consuming assets.

Efficient data centres: Our Bangalore
data centre, ‘Netmagic-DC3B' is a
certified green data centre under

the IGBC Green Data Center Rating
System. We have implemented

several other energy-saving measures
including upgradation to efficient

GHG EMISSIONS INTENSITY
Scope 1 + Scope 2 (tCO,e / X Cr income)

1.96

2.09

FY22
Fy21

FY20

GHG EMISSIONS INTENSITY
Scope 1 + Scope 2 (tCO,e / FTE)

218

2.55

FYy22
Fy21

FY20

Our digitised processes

and products have helped
customers reduce their
frequency of visits to the
Bank’s branches, ATMs, and
Offices - thereby reducing
associated emissions.

26,000+

tCO, e/ per year

CO, SEQUESTRATION POTENTIAL CREATED
THROUGH PLANTATION ACTIVITIES

0.13

tCO, e/ per year

REDUCTION IN SCOPE 1+2 EMISSIONS
PER CR INCOME IN FY22

0.37

tCO2¢/ per year

REDUCTION IN SCOPE 1+2 EMISSIONS PER
FTE IN FY22
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cooling units, cold-aisle containment,
replacement of old storages and
servers and with new generation
hardware, and implementation of
Smart iPDUs. Additionally, we have
switched to R-407c refrigerant for
INROW cooling, deployed new fire
suppression system with NOVEC 1230
gas, and replaced UPS batteries with
Li-ion batteries.

IGBC Platinum

Certification

FOR OUR DATA CENTRE IN BANGALORE

Building management and Green
Buildings: We have incorporated
several changes within our
infrastructure to improve energy
efficiency through auto controls and
environment-friendly equipment. We
have installed centrally controlled
energy management system in

600 branches across India till date.
This system allows us to control
consumption patterns, resulting in

a minimum of 10% saving on power
consumption. In FY22 alone, we
saved ~48.81 Lakh units. Based on
encouraging results from this project,
we plan to expand the initiative to an
additional 1,500 branches across
the country.

We have LEED Gold certified offices in
Mumbai and Bhubaneswar. In addition,
new buildings in Mohali, Kolkata Palava
and Mumbai (Maharashtra) premises
are being constructed to meet IGBC
Gold certification standards. Similarly,
our Wanowrie back-office has

been designed as per IGBC Green
standards; we have received IGBC
Gold rating for it. All new interior work
carried out during and after FY22 are
being designed as per IGBC Green
standards. So far, interior work at

378 branches is being carried out as
per IGBC Green standards and one
branch in Maharashtra has received
Gold rating.

Besides, we are leveraging technology
and innovation as facilitators in our
journey towards low-carbon growth.
We have implemented elevator and
equipment scheduling to reduce our
energy consumption. We have also
installed occupancy sensors, capacitor
banks as well as Building Management
Systems at several of our operating
locations. The energy management
modules with auto controls deployed
across select branches have resulted
in significant energy savings.

TOTAL ENERGY CONSUMED
(Million GJ)

1.31  0.29

FYy22
Fy21

1.64 0.32
FY20

@ Electrical Energy
@ Fossil Fuel Energy

ENERGY INTENSITY

(GJ/employee)
11.28
FY22
11.65
Fy21
16.77
FY20
ENERGY INTENSITY
(GJ/ % Crincome)
10.15
FY22
9.58
Fy21
14.21

FY20

4.8+

Million kWh

ENERGY SAVED DURING FY22 ON
ACCOUNT OF EnMS IMPLEMENTATION

Energy GJ
Consumption

Diesel: DG Set 165,586
Diesel: Company Cars 38,599
Petrol: Company Cars 81,417

CNG: Company Cars 9

Grid Electricity 1,310,888
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Renewable energy

With the goal of gradually
decarbonising our energy
consumption, we are steadily
increasing the share of renewable
energy in our overall power
consumption. We have installed
rooftop solar plants at our offices in
Jaipur, Pune, Noida, Bhubaneswar,
Chandigarh, Mumbai and Mohali.

In Maharashra, we are gradually
shifting our branches to run on green
power procured through DISCOMs at
a premium. So far, 14 of our branches
are operating on green power, resulting
in annual avoidance of ~905 MT
carbon emissions on 1,028 MWh of
procurement per annum.

238.5

OF CUMULATIVE SOLAR POWER
GENERATION CAPACITY COMMISSIONED
AS OF MARCH 31, 2022

Managing waste

We are working progressively towards
sustainable management of waste
generated from our operations. We
deal with three types of non-hazardous
waste — e-waste, dry waste (paper
waste) and wet waste (cafeteria,
sewage), of which e-waste is disposed
through authorised recyclers. A total of
212 tonnes of e-waste was generated
in FY22, because of asset refresh,
damaged and non-functional assets.
For paper waste and wet waste, we
are developing a management plan

in consultation with our partners. We
have already initiated pilots at select
locations and intend to scale it up

over the next few years. We continue
to work towards establishing and
implementing systems and procedures
for tracking wet and dry waste from
our operations.
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We are also aggressively working
towards minimising the use of plastic
bottles. Single use plastic bottles
have already been phased out from
all our hub offices pan-India, and we
have replaced multiple use plastic
water bottles with glass jars across
all meeting and video conferencing
rooms. Hazardous waste within our
scope, arising from diesel/fuel oil used
in generator sets, is negligible.

Responsible financing

ESG and climate change are
becoming increasingly important from
the perspective of borrower credit
evaluation, as well as regulators and
other stakeholders. We are following
a two-pronged approach to address
ESG and climate change risks in

our lending portfolio. On one hand,
we seek to ensure adoption of and
adherence to complete ESG and
Climate Change assessment across
multiple business divisions when
issuing credit facilities, based on
interactions with stakeholders, external
agencies and relevant literature. On

the other hand, we are engaging

with some of our largest corporate
borrowers to better understand their
ESG strategies and transition plans for
managing climate risks.

Our credit policy requires that no
funding be provided for establishing
new manufacturing units that
produce or consume ozone-depleting
substances, and that no financing

be provided to small- and medium-
sized businesses that manufacture
aerosols containing CFCs. Besides,
as a standard practice, we require all
loans, including project loans, to be
approved by a Credit Approver/Senior
Credit Approver with the necessary
approval authority. Due to the elevated
risk involved with large project loans,
the extension of financing for such
projects require additional approvals
from senior management/the Board
to ensure adequate scrutiny of the
proposals.

Evaluation of environmental and social
risk is an integral part of our overall
credit appraisal and approval process.
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Long-term financing proposals for
large industrial/infrastructure projects
(greater than %100 Million and tenor
above 5 years) are evaluated through
the SEMS framework, which requires
an assessment of Environmental,
Health, Social, and Safety risks in
addition to other risks as part of

the overall credit appraisal process.
This comprehensive assessment
involves evaluating the borrower's
operations, as well as any potential
negative environmental and social
consequences. We have already
mapped potential impact categories

for risk evaluation of specific, capital-
intensive industries such as roads
and highways, thermal power, power
transmission, cement, hydroelectric
power, and manufacturing, among
others, to guide the assessment
process. In addition, the SEMS
framework includes assessment of
aspects related to labour availability
and worker welfare, risk assessments,
and compliances and approvals.

In FY22, 861 loan proposals were
screened through the SEMS
framework.

In FY22, 861 loan
proposals were

screened through the
SEMS framework

Social & Environment Monitoring System (SEMS) framework

Availability and validity
of various statutory
approvals/clearances
for implementation of
the project from various
government bodies

Borrower’s/sponsor’s
track record in
adequately addressing/
managing the risks

Borrower’s operation
and the potential
adverse environmental
and social impacts

LLabour availability,
facilities provided to
project personnel and
labour, exploitative/
child labour
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For select large project finance transactions, we
appoint a Lenders' Independent Engineer (LIE) for
conducting an environmental and techno-commercial
evaluation of the project prior to loan disbursement.
Any loan disbursement is subject to the correction of
deficiencies related to environmental and social risks
identified by LIE. During the construction stage as well,
the LIE continues to monitor the project and flags any
risks associated with environmental/social issues in
the project to the Bank and borrower for necessary
corrective action.

and their extraction/mining
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Highlights of

the Bank’s
credit exposure

I

Where required, we place pre-
disbursement stipulations/terms

of sanction to mitigate adverse
environmental and social impacts,
collect undertaking of compliance with
applicable regulations and criteria, and
monitor ongoing compliance on an
annual basis.

Our lending procedures are guided
by borrower and market demand, but
our credit exposure is well-diversified,
with no single industry having a

high concentration. As a result, our
credit exposure to ecologically/
socially sensitive industry sectors has
minimal negative consequences. We
also finance entities that deals with
environmental and social issues.

Less than 1% of the total exposure comes from fossil fuels (coal and lignite)

o: 0 No exposure of chemical or biological weapons manufacturing enterprises;
% the Bank provides a substantial amount of funding to the healthcare industry
to meet the funding requirements of hospitals, diagnostic labs, and clinics

yi Solar and wind power, hydroelectricity, natural gas (extraction and
distribution), and biogas-based energy generation are a mong the Bank’s
environment-friendly industry sectors for lending

Financing to regional rural banks, NBFC and microfinance that are key financial
intermediaries to agriculture workers, self-help groups, MSMEs, etc. through

direct lending (term loans, working capital loans, etc.) and/or through purchase

of receivables through the securitisation/direct assignment/IBPC route

Upgrading to a new ‘ESG & Climate Change Assessment’ framework

We have identified upgradation of
the SEMS framework as a priority
activity and have been working

on revising the SEMS framework
with a ‘ESG & Climate Change
Assessment’ framework to enable a
more comprehensive assessment of

ESG and Climate Change issues. We
have also been working on expanding
the coverage of the assessment
framework. Our newly formulated and
exhaustive ‘ESG & Climate Change
Template’ shall be applicable to all
Credit Assessment Memoranda
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(CAMs) where the aggregate CAM
appetite crosses a certain threshold,
rather than at a transactional level, as
is the current practice. This template
shall be included in all CAMs where
direct customer exposure is above a
certain threshold.
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To complement our ESG and Climate
Change risk assessment framework,
we are tailoring our own corporate
loan portfolio towards climate-
sensitive financing and to companies
with robust systems and processes.
For this purpose, we have begun
engaging with select customers to
understand their current ESG strategy,
compliance, reporting frameworks
and ESG ratings; their operations, and
long-term climate transition plans for
carbon footprint reduction through
process improvements in existing
operations, business transitions, such
as de-commissioning of certain lines
of business and investment in ‘clean’
technologies; and targets for water
consumption reduction, emission
reduction, etc.

The Product Responsibility sub-
committee of our ESG action

committee focuses on identifying new
opportunities in the Environmental and
Social space, such as Green Bonds.
We aim to provide access to capital for
environmentally sustainable projects
that contribute to climate change
mitigation.

We also finance renewable energy
projects. So far, we have underwritten
loans of 314,839 Crore for a cumulative
capacity of 5,860 MW (solar capacity
of 3,386 MW and wind of 584 MW).

We have also financed city-gas
distribution networks under Minimum
Work Program with a total underwritten
amount of 32,393 Crore for 794 CNG
stations and over 4.6 Million domestic
connections. In FY22, we also
partnered with Indore Clean Energy
Private Limited for financing Asia’s
largest waste to energy plant at Indore,

Madhya Pradesh. This plant aims
to treat 50% of municipal waste
generated in the city and convert it
to 100% biogas and manure.

RENEWABLE ENERGY FINANCING

Fy22

14,839

Fy21

FY20

@® Cumulative Underwritten amount (% Crore)
® Cumulative RE Capacity Financed (MW)
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Achieve carbon neutrality by 2032

In June 2021, the Bank pledged to become carbon neutral
by FY32. We are in the process of rolling out an integrated
actionable strategy roadmap comprising three mitigation
pillars and three management pillars. The next decade
will be a ‘Decade of Action’ for the Bank, as we will build
on each of these pillars to make meaningful and system-
driven changes within the organisation to achieve our
carbon neutrality goal.
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Our target includes GHG emissions
generated by our operations arising
from the combustion of fossil fuels
(Scope 1 emissions) as well as
emissions from the generation of
purchased electricity consumed by
the Bank (Scope 2 emissions) at its
operating locations and its owned
and co-located data centres. The
target covers carbon dioxide (CO,),
nitrous oxide (N,O), and methane
(CH,) emissions.

Our integrated strategy for achieving
carbon neutrality is based on a
detailed assessment of our key
operational parameters. The baseline
emissions were established based on
the latest dataset available, which fed
into an integrated tool for forecasting
emissions. The projected emissions
based on a likely business growth
scenario were laid over with multiple
scenarios of emission reduction
pathways to understand cost and
potential reductions under each
scenario. Based on an engaging and
deeply consultative process with our
departmental teams and ESG action
committees, we have set our eyes to
achieve carbon neutrality based on
the following interventions:

Demand-side energy
management

We are in the process of adopting

a broad range of technological
solutions and operational measures
to reduce energy consumption at our
operating locations. We have mapped
Energy Performance Indicator (EPI)
for all our locations and are using

it as an internal benchmark for the
energy performance of all types of
facilities. We have shortlisted various
demand-side interventions for
phase-wise implementation across
locations based on an assessment of
feasibility and Rol. These measures
include smart loT-based building
management systems, modular

UPS systems, air-conditioners with
high ISEER rating using Brushless DC
Motors (BLDC) technology, etc.

Supply-side energy
interventions

We seek to progressively decarbonise
our energy consumption and

are increasingly adopting low-

carbon energy sources to support
our operations. Our supply-side
strategy focuses on gradual shifting
to green tariffs offered by utilities
wherever available and procurement
of renewable energy from offsite
power plants and exchanges. The
green tariff option, which is currently
available only in a few states
(Maharashtra, Karnataka, Andhra
Pradesh) is expected to be made
available and affordable in more
states, and therefore in the interest

of sustainability, we plan to make use
of the offering on a gradual basis,
despite a premium over the existing
electricity rates. In large locations
where regulatory requirements for
open access and wheeling are met,
renewable energy will be procured
from offsite power plants, either
directly or through power exchanges.
The initial list of locations where
renewable energy procurement is
planned to be taken up is already
identified. A firm-level policy guideline
on making maximum use of green
energy supply interventions in existing
and new locations is also being
finalised. If and when required, we may
also utilise green certificates for carbon
neutrality compliance.

Carbon Credits and
Offsets

Carbon offsets will continue to play
a role in addressing the balance

of our residual emissions. We will
evaluate and leverage carbon
offsets and assess opportunities to
develop mitigation and abatement

HDFC Bank Limited Integrated Annual Report 2021-22

projects through technological and
nature-based solutions. We intend

to engage in voluntary markets, and

in compliance markets when the

latter is applicable to our business
operations. When participating in
voluntary carbon markets, we will
carry out due diligence to ensure that
we retire the highest quality offsets,
which are verified by internationally
recognised standards such as Verra,
Gold Standard, etc., to balance our
residual emissions. We will adopt a
two-pronged approach to secure the
availability of offsets for retirement.
While we may make direct investments
in carbon offset generating projects

in collaboration with our partners, we
may also need to purchase carbon
credits from various market options on
a need basis for retirement against our
residual emissions. While investing in
carbon offset generating projects, we
will prioritise projects that add socio-
economic-ecological value to the
communities in which we operate, and
those projects which are in proximity to
our operations in India.

The ‘management’ related pillars of
our carbon neutrality strategy pertain
to developing firm-level guidelines

for operations and procurement

for supply-side and demand-side
interventions, establishing a framework
for coordinated action between

key teams for implementation and
continuously enhancing the GHG
data collection processes to improve
the quality of the inventory. We will
also monitor the implementation of
interventions and progress towards
our emission reduction targets every
two years and realign our integrated
strategy incorporating the best
available technologies and measures.

69



=
L

Environment

Our roadmap to 2032

We have identified six strategic pillars to ensure that our journey to carbon neutrality is
meaningful and brings about a systems change within the organisation

Demand-side measures

Adopting a broad range of
technological solutions and O&M
measures to reduce energy

consumption at our operating locations

- Installation of Modular UPS System

- loT-based building management
systems

Supply-side measures

Supporting our operational locations
with energy supplied from low-carbon
sources

- Green tariff from utility
- Offsite RE procurement

- Green certificates

(3]

Carbon credits and offsets

Neutralise our residual Scope 1 and
Scope 2 emissions by investing in
carbon offset projects or purchasing
carbon credits

- Co-investing in offset projects
- Forward ERPA

- Retail purchase

Guidelines for HDFC Bank’s
operations

Firm-level guidelines for operations
and procurement for supply-side and
demand-side intervention

OUR GOAL

Carbon

neutral
by FY32

FOR SCOPE 1 AND 2 EMISSIONS
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(5]

Steering mechanism

Framework for coordinated action
between key corporate level and
facilities level teams for implementation

(6]

Continual improvement

Continuously enhancing our data
collection processes to iteratively
improve the quality of the inventory
and guide progressive inventory
improvement

Our Carbon Neutrality strategy formulation is based
on a detailed review of operational parameters
informed by the most recent dataset available.

We have established our baseline emissions data
and projected emission for a likely scenario business
growth, superimposed with future abatement
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TCFD disclosures

HDFC Bank recognises the growing concerns of regulators, investors and clients
about climate risks that businesses, particularly banks and financial institutions,
face. This is our second year of working on the recommendations of the Task
Force on Climate-related Financial Disclosures (TCFD) — which provides a useful
framework for identifying climate-related risks and opportunities, evaluating
effective responses and communicating crucial information to stakeholders.

Governance

We have a strong Risk Management Group (RMG) at the
Bank that oversees putting the Board's risk strategy into
action, as well as designing procedures and systems for
detecting, measuring, monitoring, assessing and managing
risks. The RMG is led by the Chief Risk Officer (CRO), who
is responsible for risk management and the entire risk
architecture and framework of the Bank including stress
testing. The Chief Information Security Officer reports on
the Bank's cyber-security concerns as well as updates from
Business Impact Analysis and Disaster Response.

The Group Head for Corporate Social Responsibility (CSR)
& ESG updates the CSR & ESG committee of the Board,
every quarter on the Bank's sustainability (ESG) initiatives
and progress on ESG actionables and chairs the ESG apex
committee. The ESG apex committee governs and reviews
the progress of the three action committees that drive the
ESG agenda (including climate change) at the Bank.

The Product Responsibility sub-committee, examines
Environmental & Social (E&S) risks in our operations,
including climate risks, while finding new business
opportunities in the E&S arena. The Environment sub-
committee comprises of representatives from the
Administration, Infrastructure and IT teams at the Bank, sets
targets and identifies opportunities for improvement in areas

of emissions, energy, water, and waste. This committee
will continue to drive the Bank’s path towards achieving
carbon neutrality. The Bank has a dedicated ESG vertical
that works in conjunction with several internal and external
stakeholders, to drive the ESG agenda.

Credit managers assess environmental risks arising from
large loans through the SEMS framework.

ESG & CSR Committee
of the Board

ESG Apex Committee

Environment Social & Product
Committee Governance Responsibility
Committee Committee
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The Bank has been reporting to the
Carbon Disclosure Project (CDP)

on its climate change strategy,

risks, opportunities, and emissions.
From the perspective of climate risk
assessment, we will assess the priority
of physical and transition risks in the
near to medium term. Some of the
critical parameters to consider would
be GHG emissions, air pollutants and
climate transition risk pathways both at
the sector and borrower level.

There are two main types of climate-
related risks:

1) Physical risks (both acute
and chronic): Economic losses
(physical damage to property and
assets) from extreme weather
events (flood, cyclone, etc)
attributed to climate change; and

2) Transition risks: Possible
process of adjustment to a low-
carbon economy and its effects
on the value of financial assets
and liabilities

We are exploring frameworks to model
and assess climate risks. We also
continue to acquire granular data
further corroborated by BRSR data
(FY23 onwards) and test tools for
climate risk assessment and conduct
scenario analysis through suitable
partnerships — including exploring
options to tie-up with data providers.
Given that climate risk is an emerging
and long-term risk for the Bank, we
will consider adopting a suitable
methodology/pathway to analyse the
Bank's exposures under different
climate scenarios.
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Risk Management

Current
regulation

Emerging
regulation

Technology

Legal

A

Market

Reputation

Banks are highly regulated in the country and mandates as part
of current regulations are always integrated into the overall risk
planning and assessment process. Current regulations are also
factored in the credit assessment process, especially through
the SEMS framework which is used to screen large loans for
environmental and social risks.

Transition risk can impact the Bank's credit portfolio resulting from
changes in the climate policy, technology, consumer, and market
sentiment during the transition to a low-carbon economy. This is
particularly relevant for policy changes that can result in loan defaults
from certain sectors like coal, thermal and infrastructure. We are
exploring techniques for developing climate risk assessment and
scenario analysis to analyse our portfolio at risk due to the transition
risk of climate change.

While our digital environment and information security standards
are the foundation of our business today, as financial services
professionals, we do not anticipate technology to have a significant
impact on climate risk. Our low-carbon digital banking products use
technology to enable business.

For large loans, we verify whether the project complies with all
applicable environmental rules, failing to do so could result in the
loan becoming a non-performing asset if the project goes into
litigation. This, however, is not a claim against the Bank. There are
no other circumstances in which the Bank can be held liable for a
climate-related lawsuit.

In the context of climate change, markets could play a key role

in shifting the demand and supply for certain products like green
loans or bonds, or in low-carbon digital products. However, we do
recognise the relevance of change in consumer preferences, and
hence, the need to evaluate this risk, but do not have the tools

at present to quantify/include this as part of our risk assessment
process.

Reputation risk from community/customer perception is a primary
risk to our business. We thus invest in community and customer
involvement through surveys to educate and enlighten them

on our environmental sustainability programmes. Further, ESG
performance measures are increasingly being used by the global
investor community, especially sovereign wealth funds and pension
funds, to assess long-term profitable growth. We strive to implement
environment-friendly measures throughout our operations. We
further show our commitment to ESG, particularly climate change,
by including ESG elements in regulatory reporting such as the
annual report. In addition, in our annual integrated report, we publish
details on our carbon emissions and footprint (third-party assured).
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Acute physical hazards can have a negative influence on our
credit portfolio by causing bad debts due to damage to property,
infrastructure, and land. This is also relevant for climate disasters
destroying assets (that serve as collaterals). We continue to
measure physical risks from a climate risk assessment perspective

and will assess the priority of these risks in the near-to-medium
term. In addition, our Disaster Response and Business Continuity
teams conduct business impact analyses and have rapid response
procedures in place in the event of natural disasters such as floods.

Chronic
physical

=

Evaluation of environmental & social
risk is an integral part of our overall
credit appraisal and approval process.
Large industrial / infrastructure
projects where the extension of
long-term financing (greater than
%100 million and longer than 5

years) are covered under the Bank’s
Social & Environment Monitoring
System (SEMS) which necessitates
an assessment of Environmental,
Health, Social, and Safety risks in
addition to other risks as part of the
overall credit appraisal process. This
comprehensive assessment involves
evaluation of various environmental
and social aspects of the project and
operations of the borrowing entity -
such as the nature of the borrower's
operations, as well as any potential

Metrics and Targets

We are firming up an integrated
strategy to achieve carbon neutrality
by 2032, which will set internal
benchmarks for energy performance
and targets for phased renewable
energy integration. We will monitor
the implementation of interventions
and emission reduction achievements
every two years and realign our

Chronic physical risks are far into the future. Given that climate risk
is an emerging and long-term risk us, we will consider adopting

a suitable methodology/pathway to analyse our exposures under
different climate scenarios.

negative environmental and social
consequences. We have already
mapped potential impact categories
for risk evaluation of specific, capital-
intensive industries such as Roads
and Highways, Thermal Power, Power
Transmission, Cement, Hydroelectric
Power, and Manufacturing amongst
others to guide the assessment
process. While the bank's lending
procedures are guided by borrower
and market demands, the bank's credit
exposure is well diversified across
numerous industries, with no single
industry having a high concentration.
As a result, the Bank's credit exposure
to ecologically / socially sensitive
industry sectors has minimal negative
consequences. In addition, as part

of our credit policy, we do not extend

integrated strategy incorporating
the best available technologies and
practices.

We plan to enhance our commitment
to financing climate change solutions
such as energy transition, renewables,
energy efficiency, sustainable
transportation, green buildings,
climate smart agriculture, among
others, besides monitoring the
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finance for setting up of new units for
producing/consuming ozone-depleting
substances (CFC -11, CFC - 12, CFC

— 113, Carbon Tetrachloride, Methyl
Chloroform, Halons — 1211, 1301, 2402)
and for small & medium scale units
engaged in the manufacture of aerosol
units using CFC.

We recognise the importance of water
availability affecting our portfolio,
especially in certain sectors like
agriculture. As part of our credit due
diligence, we evaluate loan proposals
against water availability with an
assured irrigation facility. In case of
climate-linked events like droughts,
we extend crop insurance facility to
borrowers (who harvest at least two
cropping cycles).

implications of our own operations.
We are working on developing KPIs
and setting goals to monitor, manage,
and track the progress. This involves
a thorough examination of our Scope
3 emissions and our carbon-related
asset exposure. Please refer to the
Environment section of this Report
for details on our performance on
emissions and energy-related KPIs.
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Creating value for our customers

Customer Focus is one of the five core
values of the Bank. Our customer base

consists of individuals, corporates,
MSMEs, farmers and Government
entities amongst others and our focus is
to provide them with a seamless banking
experience. We undertake multiple
initiatives geared towards serving the
diverse needs of the customers and our
efforts are reflected in the strength of

our brand value and recall.

Service Quality
Initiatives and
Grievance Redressal

Driven by the core value of Customer
Focus, the Bank has always
endeavoured to improve customer
experience and has adopted a
holistic approach for the same
across multiple channels ranging
from BranchBanking, PhoneBanking,
NetBanking, MobilBanking, EVA
chatbot and the Bank’s social care
handles. The Bank has also improvised
on the relationship-based banking
programmes. In addition to the
branch-based relationship managers,
it also has a Virtual Relationship
Manager (VRM) programme to

cater to various financial needs in a
personalized manner. The Bank has
adopted a three-step strategy with
regards to Customer Service— Define,

Measure, and Improve. It invites and
reviews performance on customer
service as well as grievance redressal
at different levels which are Branch
Level Customer Service Committees
(BLCSCs), Standing Committee

on Customer Service (SCCS) and
Customer Service Committee of the
Board (CSCB). We have put robust
processes in place to regularly monitor
and measure quality of service levels
not only at various touch points but
also at a product and process level by
Quality Initiatives Group.

As part of its continuous efforts to
enhance quality of service, the Service
Quiality team carries out regular
reviews across various products/
processes/channels. The effectiveness
of the quality of service provided

is also reviewed at different levels,
including the Customer Service
Committee of the Board.

*Restated complaints number based on re classification of queries into complaints from 3,25,786.

74

One of the basic building blocks of
providing acceptable level of customer
service is to have an effective internal
Grievance Redressal mechanism /
framework. In this regard, we have
outlined a framework for redressal of
customer grievances and documented
it in the form of a Grievance Redressal
Policy — duly approved by its Board.

It has also made this policy available
in public domain (on the website

as well as in the branches). The

Bank has also formulated a Board
approved Protection Policy, which
limits the liability of customers in case
of unauthorized electronic banking
transactions.

Thanks to these initiatives, the Bank’s
customer complaints for FY22
decreased by 21% from 4,67,453* to
3,68,291.
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Building a customer-
centric culture using Net
Promoter System (NPS)
- ‘Infinite Smiles’

We, at the Bank, believe that delivering
an outstanding customer experience
is a strong differentiator for a great
product and is key to a sustained
competitive advantage. The primary
aim of the Infinite Smiles programme is

to establish employee behaviour and
practices which leads to customer-
centric actions and continuous
improvements.

Last year, we initiated measurement
on key journeys, identified action areas
to improve customer experience and
implemented several key initiatives.
This has led to a steady improvement
on our NPS over the year. This year,
we built on our commitment to our
customers by scaling the coverage

of our Infinite Smiles program — we
introduced new journeys, new
episodes and new products ensuring a
much wider coverage. Customer focus
has seen an increased focus - regular
cadence with key stakeholders and
rigorous follow-up on actions have
become the cornerstones of

Infinite Smiles.

The programme now encompasses
critical episodes — Digital Journey
Episodes, Credit Card Episodes,
Customer Instructions, Tele
Interactions and Collection Process.
We now cover 120+ episodes and
have contacted around 63 Million
customers in FY22 for their feedback.

Our ‘Infinite Smiles’ program rests

on three meticulously designed

pillars — 'Listen’, 'Learn' and 'Act’
which enables us to embed customer
feedback led transformation as a
discipline into our systems, challenge
what is considered as the standard,
and offer a customer experience

that places us amongst the best
service brands.

Transforming Score to Systems

o
Listen
Feedback of
customers

3.4 Mn

FEEDBACK CAPTURED ACROSS KEY
CHANNELS, CRITICAL EPISODES AND
KEY PRODUCT JOURNEYS

*Bottom Up NPS score

rf.\\
‘ & \
L earn

Review and follow up to
better understand

60

BU NPS SCORE*

$3
&
Act

Resolve the issue in the
near and long term

2.5 Lakh+

HUDDLES CONDUCTED
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Customer Centricity

Guided by our aspiration to move
from score to systems, we have been
working to institutionalize the process
for addressing customer issues that
transcend beyond measurement and
create a culture of customer-centricity
and agility.

We would not only like to anticipate
and react to changing customer
expectations but also like to provide
a proposition to our customer that
makes us more attractive than
competitive alternatives.

With this in view we subscribed to
competitive benchmarking of NPS, in
form of a subscription based product
NPS Prism®.

HDFC Bank leads the overall brand
NPS ranking among 20+ competitors
in the banking category.

Our commitment to building a
customer obsessed culture and

constant effort to include everyone
in the organisation has ensured
continuous improvement leading to
growth in customer advocacy of the
brand.

BRAND NPS SCORE (INDEXED)
| BANKING CATEGORY

100

HDFC Bank

Bank A

Bank B

Bank C

Bank D

Bank E

Bank F

Bank G

Bank H

- Source: NPS Prism® benchmarking report
(2021). NPS Prism® is a registered trademark
of Bain & Company, Inc.

Name of competition banks intentionally
masked

- Score indexed to HDFC Bank

- Competition bank does not include pure-play
credit card providers

Some of our customer-centric initiatives

#SalaamDilSey

On Doctors Day - 2021, we presented
Salaam Dil Sey — a platform for our
customers to thank doctors and their
families for their hard work, sacrifice
and tireless service. As they bravely
continue to fight the pandemic, we
tried to put a smile on their faces.

Customers dedicated a “Salaam

Dil Sey” (a personalized greeting
card) to over 1 lac doctors and their
families. HDFC Bank put all these
greeting cards in a collage, displayed
on ‘Wall of dedication’ at its Sandoz
Bank House and unveiled on 1st July
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2021 virtually by Dr Naresh Trehan

in presence of prominent media and
Bank’s Sr. officials. This attempt was
also recorded in Asia Book of Records
& India Book of Records for “Largest
Collage of Thank you messages”.

The Bank also gave musical tribute to
the doctor's fraternity by a specially
curated anthem on the Salaam Dil

Sey theme. HDFC Bank reached out
to 23Mn+ people through print, social
media and email/SMS. Our branch
staff personally met and greeted
40,000+ doctors during this campaign.

A Salute to
our Selfless Warriors
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Mooh Band Rakho

After the tremendous success of our
Mooh Band Rakho campaign in 2020,
we launched the second edition in
support of the International Fraud
Awareness Week in November 2021.
Aimed at increasing awareness on all
types of financial fraud, the campaign
underlined the importance of not
disclosing information, especially
banking details, and to safeguard
oneself from digital frauds.

We launched a series of videos using
relatable real-life situations to educate
customers on various types of modus

operandi. We conducted over 2,000
workshops over 4 months across

the country, advocating simple steps
such as not clicking on unknown links,
sharing card details, CVV, Expiry Date,
OTP NetBanking/ MobileBanking Login
ID & Password over Phone, SMS,
email and social media. It focused on
the younger segment targeting Senior
Secondary Schools & Colleges to
make safe banking an early habit in
their financial journey.

Festive Treats 3.0

Our Festive Treats 3.0 had more than
10,000 offers on cards, loans and
EasyEMI. Just as the country started to
unlock, the campaign aimed to spread
reasons for joy and cheer. Revolving
around the theme of 'Karo Har Dil
Roshan', the Bank reached out to every
Indian through high impact visibility

via TV, branches, ATMs, partnerships
with stores/websites and digital media
campaigns with a hyper local focus.

HDFC Bank partnered
with over 10,000+
merchants across 100+
locations to offer its
customers an opportunity
to avail fabulous deals
specifically created

for their personal and
business needs.

- \"’},

Karo Har Dil Roshan
with 10,000+ offers on

CARDS | LOANS | EASYEMI

MyCards

A pioneering digital self-service
platform was introduced by adding
convenience, ease of usage, smarter
user design into a mobile-friendly

ON THE GO service platform, called
MyCards. This solution stands to
revolutionize the way our customer
experiences digital banking services
by getting more control and one-view
of all products under a single-login
interface. MyCards provides a fully
cloud-hosted, digitized service stack to
all segments of Credit and Debit Card
customers.

Key Features of MyCards: Most importantly, the digital self-
service card control feature on
contactless, online and international
transactions on Credit Card is easily
accessible on MyCards, with real-
time limit setting and transaction

mode enablement.

- Dedicated platform providing 24 X 7
banking services ON THE GO

- Manage multiple HDFC Bank
payments products in one single
login interface

- Easy to save, no downloads or
installation or upgrades required on
phone

Since its roll-out to customers on
1st Oct 2021, over 2.5 Cr service
requests have been processed

- Seamless login with just mobile- digitally on the platform.

based one-time password

- Faster, simpler and smarter User
Interface
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Digital Future-ready Bank

HDFC Bank has always been
at the forefront of innovation
in the Indian financial
services industry. Under our
technology transformation
agenda, we are investing to
‘Run the Bank’ as well as
‘Build a Future-ready Bank'.
We are also strengthening
our digital backbone to create
differentiated, secure offerings
for the tech-savvy customer
backed by a core technology
that is always ‘ON’.

Underpinning our technology
transformation agenda is our vision

to provide the most preferred ‘neo-
banking’ experience to our customers.
We design products that make banking
simple, easy and highly secure.

At the core of this agenda is building
future-ready competencies. We are
strengthening our capabilities under
Digital Factory, Enterprise Factory and
Enterprise IT.

Building Digital Factory and
Enterprise Factory

Our Factory approach focuses
on innovation-at-scale in the co-
creation of Tech Intellectual Property

45 or

BANK CUSTOMER TRANSACTIONS
PER MONTH, DOUBLED IN THE
LAST 12 MONTHS.

@ Intellectual Capital

(IP) to develop and offer best-in-

class products and services to our
customers. Agile and Development-
Security-Operations (DevSecOps)
principles and cloudification of our tech
stack are pivotal accelerators of our
transformation agenda.

Initiatives such as DR Resiliency and
our Hybrid Cloud Strategy continue
to fortify our IT infrastructure and
architecture backbone.

99.94%

AVERAGE CUSTOMER UPTIME

90,000

CONCURRENT USERS
CAPACITY FOR USING NET
AND MOBILEBANKING

Key initiatives undertaken

Infrastructure scalability

We have invested in a hybrid-cloud
approach with leading cloud service
partners such as AWS, Azure and
GCP. A common landing zone has
been implemented across these
partners to create a secure and
streamlined environment for all cloud
deployments. We have moved our
primary data centers to state-of-the-
art facilities in Mumbai and Bengaluru
to ensure a robust IT infrastructure to
back our digital offerings and ensure
higher uptimes across customer
touchpoints.

Capacity upgrades

Capacity management practices
have been significantly strengthened
to ensure close monitoring of peak
volumes across key performance
parameters. We have established a
Technology Obsolescence Program
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Management Office to track, manage
and replace/upgrade obsolete
components in a timely manner.

Disaster recovery resilience

We are moving to the next level

of Disaster Recovery (DR) with
automation and implementation of
‘Hot DR’/Active — active setup for key
applications.

Minimised surface area for
cyber-attacks

We have made significant
advancements to further consolidate
cyber security through initiatives

such as the foundation of a next-gen
Security Operations Center (SOC)

for predictive security and incident
management, introduction of SOAR
(Security Orchestration, Automation &
Response) to reduce incident response
times, network micro-segmentation

for better control, visibility and
preparedness against ransomware,
and round-the-clock defacement
monitoring and vulnerability
management of our internet properties.

Looking ahead

We are now fully geared to launch
our next phase of strategic digital
& technology programs. Significant
inroads are being made through
initiatives such as Customer
Experience Hub, a revamped
Payments and Wallet experience
and refreshed offerings for

MSME and Wealth Management
customers.
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PayZapp 2.0

SME customer
experience
transformation

Biz Express

Wealth App

Digital onboarding of merchants for payment acceptance and servicing of
banking transactions for the merchant community

A digital API platform for Auto Financing launched in April 2022

Enhanced experience of App. Customers to onboard, autolink HDFC Bank
cards, wallet & limit management, transaction display via rich statements

New technology to support business volume at larger scale, re-vamp the entire
SME customer experience across Commercial and Retail business lines

A new web portal for SME segments covering digital onboarding, managing
multiple accounts, making payments with hierarchy, raising GST compliant invoices
for payment, multiple collection modes, raise service requests online, etc.

A new Wealth Management app with client self-profiling, goal setting, mutual
fund order execution and portfolio re-balancing
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Embarking on cultural

transformation

At HDFC Bank, our culture and people
are key enablers to continue creating
value for our stakeholders. We have
embarked on a conscious Culture
Transformation journey i.e. “The HDFC
Bank Way”. It is a key element of the
3Cs: Culture, Conscience and Customers
that empower our business. The HDFC
Bank Way is defined by the six pillars of
Culture - Integrity, Execution, Innovation,
Humility, Inclusion and Collaboration.
With the DNA of a responsible banker, we
are aligning our businesses objectives
with the 3Cs of culture, conscience and
customers.

Human Capital

Further, we brought in a paradigm shift in our approach
towards learning and development through the
establishment of the Learning Partner model. We moved
ahead on our Diversity and Inclusion agenda with specific
focus on women and persons with disabilities. Our flagship
initiative, ‘HDFC Bank Cares’ is designed to enable people
to take charge of their own wellbeing thereby creating

an emotionally committed workforce. We are leveraging
technology in the entire employee journey from talent
onboarding, virtual learning, wellness initiatives, diversity
and inclusion programmes to employee performance
management.




Introduction to

Overview HDFC Bank

Our How We Our
Performance Create Value Strategy

Our Culture

A connected workforce that has

a deep sense of belonging to the
organization is imperative to providing
a differentiated customer experience.
Our onward journey and continued
success will come from reinforcing
our culture “The HDFC Bank Way'.

It is defined by six pillars - Integrity
|Collaboration | Inclusion [Humility |
Innovation | Execution

With a focus to reinforce the HDFC
Bank Way, a large-scale Culture
Transformation was conceived and
deployed across the entire Bank
through the ’Nurture, Care and
Collaborate (‘NCC’) intervention.

A Culture Transformation journey

spans several years to get ingrained
as the organizational ethos and as

a first step towards this, the NCC
initiative this year focused on our
12000+ managers as ‘Custodians of
Culture’. The objective of the program
was to percolate the essence of the
HDFC Bank Way by focusing on nine
key themes over a five-month journey
delivered through versatile and exciting
challenges and learning tools. The
scale was massive: 99,877 learning
content hours were delivered in 145
days and an average of 700 hours

of content consumed daily. We are
proud that 97% participants gave NCC
a thumbs-up for its unique design &

Responsible
Business

Statutory Reports and
Financial Statements

Integrity
Doing the right thing..Always

Execution
Delivering excellence

Innovation
Inventing the future

Humility

Gratitude over entitlement

Inclusion
Valuing differences

Collaboration

content.

Growth reflected in increasing employee strength

Independent yet interdependent

EMPLOYEES BY CATEGORY
2021-22 2020-21
Male Female Total Male Female Total
Senior management 124 15 139 106 10 116
Junior & Middle Management 21,467 3,505 24,972 17,565 2,848 20,413
Non Supervisory staff 60,438 19,230 79,668 54,700 16,279 70,979
Frontline Staff and Sales offiers 32,553 4,247 36,800 25,976 2,609 28,585
Total 1,14,582 26,997 1,41,579 98,347 21,746 1,20,093
EMPLOYEE BY REGION
2021-22 2020-21
Male Female Total Male Female Total
East 14,335 2,221 16,556 12,557 1,917 14,474
West 42,093 10,329 52,422 36,244 8,448 44,692
South 26,542 7,249 33,791 22,166 5,667 27,733
North 31,509 7,147 38,656 27,286 5,770 33,056
Abroad 103 51 154 94 44 138
Total 1,14,582 26,997 1,41,579 98,347 21,746 1,20,093
EMPLOYEE BY AGE
2021-22 2020-21
Male Female Total Male Female Total
<30 41,035 13,892 54,927 30,713 10,257 40,970
30-50 72,310 12,880 85,190 66,818 11,348 78,166
>50 1,237 225 1,462 816 141 957
Total 1,14,582 26,997 1,41,579 98,347 21,746 1,20,093
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EMPLOYEE BY CONTRACT TYPE

2021-22 2020-21
Male Female Total Male Female Total
Permanent 1,14,582 26,997 1,41,579 98,347 21,746 1,20,093
Contract(Individual) 21 5 26 19 4 23

Diversity and Inclusion (D&l) Three key tenets of our Inclusion Philosophy

Inclusion is one of the key culture Merit Inclusion
illars of The HDFC Bank Way. . '
b y Competence, performance We will strive to be an equal
We promote a work culture where . . . L
. outcomes and potential will opportunity organisation where
everyone feels included, respected ) ,
always be the threshold for all everyone can excel, irrespective
and valued, and has access . . )
) talent decisions of our inherent differences.
to equal opportunity. We have
branded our inclusion agenda as
‘Valuing Differences’. We provide
equal and fair remuneration
opportunities, irrespective of
gender. No complaints related to
incidents of discrimination reported
during FY22.
Character
ol Alignment with the HDFC Bank Way and adherence
MVALUING® to our ethos will remain integral to the selection
DIFFERENCES criteria for career advancement at the Bank

Three-pillar governance structure for driving D&l agenda

HDFC Bank Apex Inclusion Council - Reports to the MD & CEO
6- Member Group Head Panel - Set the strategy and agenda for inclusion
- Framework for a culture of inclusion

- Remove Barriers to Inclusion

Working committee inclusion - Senior level representatives of Group Heads for the
SPOCs from all verticals Inclusion agenda

Partner with stakeholders to drive the agenda

Business specific inclusion enablers

Regional Regional Regional - Monitor on-ground implementation of the Inclusion
council north council south council east strategy

Regional council Regional council - Employee senistization and feedback

west (mum) west (RoW) - Regional initiatives and events
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Our D&l agenda focuses on two critical ‘Family reasons’ was revealed as a ‘Pleasant Parenthood Program:
segments: top driver for women attrition in our Under this programme, we have a suite
. . attrition studies. We also understood of offerings and initiatives to support
- Gender diversity . N — .
that returning mothers were finding it women along their critical milestones
- Persons with Disabilities (PwD) difficult to balance work and personal — pre, during and post maternity leave.
responsibilities. To this effect, we have This programme also enables flexibility
Women at our undertaken focused interventions and with respect to work timings, location
designed programmes that address and provides part-time working
Workplace these challenges. options. All our full-time employees
We work relentlessly to support the are entitled to avail parental leave. In

women at our workplace and provide Bank Again Program: This FY 22, 1182 female and 3072 male
programme enables women to re-start

them with an ecosystem that nurture their careers after a break. We reached employees availed parental leave of
their careers while being mindful of ) which 99.75% female (1179) and 100%

. . o out to over 3,000 women employees o
their unique challenges. Today, 21.7% who had left from the bank over the male (3071) returned to work. 6.6%

of our workforce consists of women women (78) and 5% men (160) who
and we have set a target to increase
this to 25% by 2025.

past 5 years, out of which over 300
former colleagues have re-joined the
Bank. We are also closely monitoring

returned to work after leave ended,
were still employed with us after 12

iy ; months.
our gender hiring with 28% of those
hired in the year being women. This
excludes front-line sales hiring.
B OUR WSRLD THE HIFG BANK WAY
HE HDFCG BANK Y
#PleasantParenthood [l = R N @00
Policies -
FLEXI WORK OPTION ; el S—— .u 2
of ooe s Saperoing (s The nae ol e et
FOR PRIMARY -
CARE GIVERS e T PLE As ANT
:l::nwnl dnparyag upen the e of
Gl rpbr P —|
T 3l aphoms - RI0AM R0 AR HER0 MM
‘% Sl PARENTHOOD
- et .
: - ; Kit for Manager
[ — i el s s f’ X PERFORMANCE
| csvato e weera o, 1 : RATING
[ , CONSIDERATION
. 3 L
ADOPTION Py o ot o s
LERVE v]- e S
' % ]"‘ PLEASANT PARENTHOOD
- e . g
prm e G O pATERNITY KIT FOR
o ol the birth af Dhe chikichsien vl n W
P LEAVE

Expectant Mother

For reore el s, giense vuter o s poiscie o0 e Emplogoe Fortal
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The Career Accelerator Programme: Our flagship intervention is aimed at building and augmenting the women talent
pipeline for senior roles. It incorporates unique learning elements like sponsorship, group coaching, virtual learning journey,
leadership connect and employee resource groups.

Inclusion council Leader speak

Inclusion council to Panel discussion and fire-side
monitor and track the chats with internal/external
career trajectory leaders promoting access

and visibility to leadership

Successful careers :

programme Sponsorship
Six months virtual training on topics: SRENSEIS e Soioet f
Exposure of high visibility

opportunities
- Advocate in TRCs/Support with IDP

- Consequence management

Power networking
- Art of networking
Executive presence (Gravitas)

Leading self and teams

Employee resource Group coaching
groups
- Tools for self-awareness
ERGs promoting peer

learning and promotion
of internal opportunities
through networking

Navigating the double bind
Managing priorities without guilt

She Inspires: This year we also ran a campaign called ‘She Inspires’ celebrating women leaders at the Bank. A video
series was created to disseminate, powerful messages of encouragement and leadership journeys by colleagues across
the organisation.

WOMEN IN WORKFORCE- RATIO OF BASIC SALARY AND WOMEN EMPLOYEES AS A % OF
CATAGORY WISE REMUNERATION OF WOMEN TO MEN TOTAL EMPLOYEES

Senior
Management

Senior
Management

21.7% (22,750)

Junior & Middle
Management

Junior & Middle
Management

24% ‘Non
23% Supervg?ar%

Frontline Staff 12% Frontline Staff
and Sales o and Sales
Officers 9% Officers

® 2021-22Female % @ 2020-21 Female % @ 2021-22 Ratio ® 2020-21 Ratio ® Female @ Total

Excluding frontline staff and sales officers
percentage of women employees is 19.1%
including frontline staff and sales officers
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A different perspective —
Persons with Disabilities at our
workplace

We are focused on building a
workplace wherein every individual has
an opportunity to do meaningful work,
irrespective of any disabilities.

We are taking small but steady steps in
this direction:

- Sensitising our people to create an
environment of inclusion for Persons
with Disabilities (PwD). Initiated by our
Board of Directors and Group Heads
in May 2021, sensitisation workshops
that dealt with unconscious biases
were organised for 6,900+ managers
across the organisation.

- The inclusion governance teams work
in tandem with HR to codify roles for
integrating PwD seamlessly within the
organisation. Teams are consciously
working to improve the infrastructure
requirements for fair and free access
and identifying specific barriers for
inclusion of PwDs.

We are in the process of augmenting
our internal systems for better
interconnection for persons with
disabilities. Currently, we have about

115 persons with disabilities employed
with us and have additional hires in the
pipeline. Furthermore, a programme
for enabling the certification of team
leaders on building and managing
inclusive teams is being initiated in
FY23.

Learning and Development
Learning initiatives

In FY22, we brought in a paradigm
shift in our approach to learning

and development through the
establishment of the Learning Partner
model. This model institutionalises
performance consulting, which
consists of identifying a business need,
its cause(s) and the capability building
strategy (if applicable) that can meet
that need. Performance consultants
are experts in understanding business
and improving human performance,
and specialise in enhancing
employees' performance through a
collaborative approach.

The intent is to align business
priorities with learning goals. Further,
we strengthened our offerings

on Leadership and Professional
Development journeys.

HDFC Bank Limited Integrated Annual Report 2021-22

‘Ignite’, a programme aimed at middle
management levels, focuses on
collaborative and strategic skills and
encourages courageous leadership.

‘Trailblaze’ delivers key competencies
and management essentials for
frontline managers to enhance their
effectiveness.

Building on the foundation laid last
year, we are progressing towards
creating a Virtual University and
Learning Experience platform (LXP).
Targeting the next generation of
employees, LXP facilitates self-paced,
learner-led modules on the go in a
virtual setting.

LEARNING HOURS IN FY22 (PERSON HOURS)

144 Lakh+

LEARNING AND DEVELOPMENT EXPENDITURE

1,262.23 Lakh
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AVERAGE HOURS OF LEARNING BY CATEGORY

2021-22 2020-21
Employee by category Male Female Total Male Female Total
Senior Management 12.17 14.78 12.45 11.07 28.83 12.6
Junior & Middle Management 90.83 101.58 92.34 111.2 110.35 111.08
Non Supervisory Staff 139.83 170.65 147.27 139.12 154.31 142.6
Frontline Staff and Sales Officers 9.88 10.41 9.95 12.19 11.99 12.17
Total 93.59 136.39 101.75 100.47 131.42 106.07
TOTAL HOURS OF LEARNING BY CATEGORY
2021-22 2020-21
Male Female Total Male Female Total
Senior Management 1,509 222 1,730 1,173 288 1,462
Junior & Middle Management 19,49,764 3,56,045 23,05,809 19,563,219 3,14,272 22,67,491
Non Supervisory Staff 84,51,114 32,81,633 | 1,17,32,747 76,09,840 25,111,958  1,01,21,798
Frontline Staff and Sales Officers 3,21,785 44,218 3,66,003 3,16,595 31,289 3,47,885
Total 1,07,24,172 36,82,117 | 1,44,06,289 98,80,828 28,57,808  1,27,38,636
HR Tech We have also institutionalised the any specific learning need identified

This year saw the Bank’s HR tech
transformation journey took a decisive
turn, with most of the HR services
made available on mobile. The
interventions were designed to amplify
a ‘DIY’ approach through new-age
interfaces, in line with the digital
vision of the Bank. ‘[-Cube’, an HR
conversational bot, was introduced

to enable self-service and easy
resolution of queries, not just for active
employees but also for our former
employees. Time Management piece
was brought on mobile devices for

all HDFC banks working in offshore
locations. Many changes related to
process governance, reporting, user
friendliness were incorporated in

the areas of hiring, employee on-
boarding and learning. Other hygiene
HR services were also brought on

the device and network environment
agnostic HCM solution.

Talent management

We have a structured, well-
documented Leadership Competency
Framework. as well as a Functional
Capability Framework which defines
key competencies and forms the
bedrock for various talent processes in
the Bank.
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process of Talent Review Councils,
wherein a panel of leaders take an in-
depth understanding of the Talent from
multiple data points — self view from
employee (mobility, career aspiration
etc.), performance track record, Line
Manager’s feedback on the talent

and inputs of potential from the
Development Center Report. This as
a process, is covered for CX & 3 levels
down of their leadership hierarchy.

The year also saw the launch of a
360-degree feedback at apex levels of
leadership. The intervention covering
Group Heads, Business Heads and
senior leaders reporting to the Group
Heads was launched with credible
external partners and facilitated the
gathering of honest feedback by those
who experience the leaders at work
every day. This helped creating better
self-awareness for the leadership
team.

Succession Planning in the Bank

is a continuous process that aligns
with the other talent management
interventions and endeavours to
mitigate critical people risks such as
vacancy fulfilment, and transition risk.
The process of development involves
relevant role exposures, specific
mentoring or coaching exposures and

for employees, to assume higher
responsibilities when the need arises.

We have a comprehensive, bi-annual
performance management system
(PMS) in place. Every employee is
required to make a self-assessment
and or her own performance (bi-
annual basis) based on the key result
areas of his roles and responsibilities.
The Appraiser and Appraisee have a
joint performance discussion based
on the self-evaluation filled by the
Appraisee. In FY22, the PMS was
brought on mobile with pleasant and
easy design, facilitating qualitative
and quantitative dialogue between
the supervisor and the supervised. It
seamlessly encompassed elements of
competence and Bank values in the
process.

Talent: acquisition and attrition

Including frontline sales staff, we hired
57,200 employees. When compared to
the hiring of FY21, the increase stands
at 166%. In order to meet the growing
requirements to outperform the market
in identification, digital evaluation and
quick onboarding of the best talent,
we aim to implement the Applicant
Tracking System in FY23.
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ATTRITION BY CATEGORY

2021-22 Attrition Rate
Male Female Total Male Female Total
Senior Management 13 - 13 10.5% - 9.4%
Junior & Middle Management 1804 377 2181 8.4% 10.8% 8.7%
Non Supervisory Staff 13080 4751 17831 21.6% 24.7% 22.4%
Total 14,897 5,128 20,025 18.16 22.5% 19.1%
Frontline Staff and Sales Officers 14268 1820 16088 43.8% 42.9% 43.7%
ATTRITION BY REGION
2021-22 Attrition rate
Male Female Total Male Female Total
East 3,649 549 4,198 25.50% 24.70% 25.4%
West 10,639 2,585 13,224 25.30% 25.00% 25.2%
South 7,006 2,009 9,015 26.40% 27.70% 26.7%
North 7,868 1,799 9,667 25.00% 25.20% 25%
Abroad 3 6 9 2.90% 11.8% 5.8%
Total 29,165 6,948 36,113 25.50% 25.70% 25.50%
ATTRITION BY AGE
2021-22 Attrition rate
Male Female Total Male Female Total
<30 15,009 4,453 19,462 36.6% 32.1% 35.4%
30-50 14,066 2,485 16,551 19.5% 19.3% 19.4%
>50 90 10 100 7.3% 4.4% 6.8%
Total 29,165 6,948 36,113 25.50% 25.70% 25.50%
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NEW HIRES BY CATEGORY

2021-22 New hire rate
Male Female Total Male Female Total
Senior Management 9 2 11 7.30% 13.30% 7.90%
Non Supervisory Staff 3,597 647 4,244 16.80% 18.50% 17.00%
Junior Management 18,971 7,951 26,922 31.40% 41.30% 33.80%
Frontline Staff and Sales 22,446 3,628 26,074 69.00% 85.40% 70.9
Officers
Total 45,023 12,228 57,251 39.30% 45.30% 40.40%
NEW HIRES BY AGE
2021-22 New hire rate
Male Female Total Male Female Total
<30 27,848 8,826 36,674 67.90% 63.50% 66.80%
30-50 17,143 3,390 20,533 23.70% 26.30% 24.10%
>50 32 12 44 2.60% 5.30% 3.00%
Total 45,023 12,228 57,251 39.30% 45.30% 40.40%
NEW HIRES BY REGION
2021-22 New hire rate
Male Female Total Male Female Total
East 5,283 858 6,141 36.90% 38.60% 37.10%
West 16,507 4,538 21,045 39.20% 43.90% 40.10%
South 11,252 3,652 14,904 42.40% 50.40% 44%
North 11,973 3,167 15,140 38.00% 44.30% 39.20%
Abroad 8 13 21 7.80% 35.50% 13.60%
Total 45,023 12,228 57,251 39.30% 45.30% 40.40%
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Employee well-being

Our flagship initiative ‘HDFC Bank
Cares’ aims to provide resources

and a platform for physical, mental,
emotional and financial wellness for all
employees.

%’ERES‘}

WELLHESS MATTERS

Our wellness initiatives are aimed to
help keep our employees and their
families healthy and safe in a year
that saw an unprecedented test of
human resilience. We also introduced
a comprehensive ‘Compassion
Package’ with an aim to reduce
financial burden on surviving family
members in case of the unfortunate
event of the demise of an employee.
The key features include offer of
employment to a family member and
financial support for education of 2
children till graduation, upto ¥10 Lakh.
Other initiatives include providing
additional leave, reimbursement

of treatment expenses, on-call
counselling support, e-consultation
with doctors and awareness drives
through various channels. Further,
the Bank has an Employee Welfare
Trust which cover expenses beyond
Mediclaim on a case-to-case basis.

We also conduct regular health check-
ups and mental health awareness
sessions to address issues arising from
a sedentary lifestyle and stress. All

our employees are provided medical
cover. For our women employees on
the path to embracing motherhood, we
have a comprehensive maternity care
programme.

Further, as a part of our credit policy,
we evaluate all large industrial/
infrastructure projects for potential
adverse social impact, such as

land acquisition, resettlement and
rehabilitation, livelihood losses and
compensation for the same, and also
for exploitative labour or child labour

HDFC Bank Limited Integrated Annual Report 2021-22

practices. We strictly prohibit child
labour, forced or compulsory labour in
all forms in our operations. In addition,
through our ESG policy framework, we
strive to ensure that our vendors and
suppliers abide by the labour laws and
human rights — including prohibition

of child labour, forced labour and
trafficked labour. In FY22, we received
no complaints on infringement of
human rights, cases of child labour,
forced labour, and involuntary labour.
The facility attendants deployed at our
sites for ensuring security are imparted
training under the provisions of the
PSARA Act, 2005 through security
agencies on various aspects of
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security, safety, etiquette and personal
conduct/behaviour.

There is also an employee association
at the Bank. As of FY22, 0.18% of

our permanent employees are part

of this association. The Bank has an
internal Memorandum of Settlements
that may be interpreted as a collective
bargaining agreement, signed
between the Management and Union
office bearers. There are periodic
negotiations with Union Office Bearers
and the Memorandum of Settlement
is signed by the Management to

the extent of their benefits and
service conditions — including any
significant operational changes. We
provide 21 days’ notice typically to
employees and their representatives
prior to implementation of significant
operational changes that could
substantially affect them.

Measuring employee
engagement

HDFC Bank continues to be

certified as a Great Place to Work®
Organisation. This certification is

a testimony to the Bank's inherent
strength as an institution par
excellence and the efforts to support
and enable employees through
best-in-class people practices and
processes.

The Bank partners with Great Place

to Work® to conduct their employee
engagement survey over three cycles
(18 months per cycle). Organisations
participating in the survey are
assessed through two lenses — the
Trust Index and the Culture Audit.
Great Place to Work® Institute audits
the company’s human resource
practices and policies. On meeting the
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qualifying criteria, the organisation is
certified as a Great Place to Work for a
period of one year.

The survey was conducted for a
second time in November 2021. Over
94% of the eligible employees (86,506
employees) participated and scored
the Bank on five key parameters,
namely, camaraderie, fairness,
respect, pride, and credibility, amongst
its employees.

The important distinction that this
score brings is as follows:

-—
7N
Overall Bank
Engagement Score
improved from 75%
Engagement Score in
FY21 to 83% in FY22

Employee connect initiatives

Over the year, we organised several
initiatives that provide employees

an opportunity to connect with the
organisation beyond their work-life.
These initiatives spanned multiple
areas including sports, art, music,
wellness, and photography, ensuring
there is something in it for everyone.
We also focused on involving family
members which was met with

an enthusiastic response. 43,121
employees participated across 21
initiatives during the year. Following is
a brief on some of the key initiatives

Only large Indian

Bank to be certified
amongst the 7 certified
mega-employers (>50k
employees) in India

Key outcomes
of our employee
engagement
survey

Y

A

Best In the
Industry — BFSI

India's Best
Companies to
Work For, 2022
— Top 100
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Wellness sessions

Morning fitness sessions on Zumba,
Yoga, Suryanamaskara, Meditation
and Pranayama were introduced to
help keep our people physically and
mentally fit during challenging times.

TOTAL PARTICIPATION

2,001

Take-a-break

We introduced weekly quizzes via
e-mail on topics including general
knowledge, famous personalities,
logical reasoning, and visual puzzles
like spot the difference for employees.
The initiatives garnered a lot of interest
and participation while providing a
much-needed break to the employees.

TOTAL PARTICIPATION

18,841

Syahi

Syahi is the online writing contest of
the Bank and this year a separate
category for Hindi writers. Employees
showcased their creative writing skills
through enthralling fictional as well

as anecdotal accounts. The winning
stories, selected by an external judge,
were curated and published in the
form of an e-book on the Our World
platform.

TOTAL PARTICIPATION

733

Corporate fitness
challenge

We participated in an inter-corporate
fitness challenge contest. The contest
conducted over 10 weeks included
different challenges such as doing the
maximum number of push-ups, planks,
etc. The first position in the contest
was bagged by one of our employees.
Apart from this, six employees won
awards across different categories.

TOTAL PARTICIPATION

521

Festive webinars

To add some excitement in the festivals
during the pandemic, we conducted
different webinars/DIY workshops for
employees during popular festivals like
Ganesh Chaturthi, Navratri, Diwali and
Christmas. These workshops were
also focused on involving employees’
children. Activities such as creating an
Eco Ganesha, storytelling around the
history of the festival, and interesting
games centred around such stories,
were conducted as a part of these
workshops.

TOTAL PARTICIPATION

325

Million dollar challenge

In 2020, we introduced this interactive
online team building game which
became very popular among
employees. Last year was the second
season of this challenge. This game
served as a very effective icebreaker
for new joiners. We also leveraged the
game to build camaraderie in cross-
functional teams.

TOTAL PARTICIPATION

1,832
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In Season 2, employees had the option
to play Chess, Sudoku and Scrabble
online. It was a round robin contest
and had different levels of shortlisting.
The competitive format spurred a lot of
excitement among employees and led
to a high level of engagement.

TOTAL PARTICIPATION

3,434

Breakfast cycle rides

Breakfast cycle rides were organised
for our riding enthusiasts in Mumbai.
This being the first on-ground initiative
post lifting of lockdown, saw limited
albeit enthusiastic participation.

TOTAL PARTICIPATION

34

92

Corporate photography
contest

This is an inter-corporate photography
contest held every year. Out of a total
of 3,349 photographs contributed by
our employees, 332 were shortlisted in
the top 1,500. We bagged the second
prize in the wildlife category. A virtual
3-D exhibition of these photographs
was held for all employees.

TOTAL PARTICIPATION

2,090

Digital Voice Hunt

This was the second season of this
initiative wherein we collaborated with
Furtados School of Music to organise a
music competition for our employees,
their children and spouses. This

year, we also involved their parents,
grandparents and in-laws. We received
rave reviews from the family members
who participated.

TOTAL PARTICIPATION

453

Xpressions

In season 7 of Xpressions, we saw
some very creative artwork prepared
by our employees and their children
with an artistic bent. The artwork was
displayed as wallpapers on the Bank’s
laptops, thus earning organisation-
wide recognition for the participants.

TOTAL PARTICIPATION

1,390

HUNAR

HUNAR is an annual talent hunt
organised for employees and their
families. 17,000+ votes were cast in
appreciation of their performances,
from which we announced popular
choice as well as judges’ choice
awards.

TOTAL PARTICIPATION

1,392
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Women’s day
celebration

This unique initiative was arranged for
the women in the workforce. We held
a series of webinars on topics such
as ‘Happiness Inside Out’, ‘Mental
Health Awareness’ and ‘How to love
yourself?’ over a course of 4 days in a
virtual setting.

TOTAL PARTICIPATION

1,760

Zaika

Zaika is a cooking contest launched
in 2019. The initial rounds were
conducted online in six cities out

of which the shortlisted candidates
were invited to Mumbai for a finale.
The winning recipes of Zaika were
compiled in an e-book and uploaded
on Our World for display.

TOTAL PARTICIPATION

468

Funtakshari

Centred around our love for
Bollywood songs, ‘Funtakshari’ is a
fun competition open to employees
as well as their families. The initiative
became very popular and was much
appreciated by all.

TOTAL PARTICIPATION

2,382

Summer camp

A novel 5-day online summer

camp introduced for the kids of our
employees included some interesting
activities around science experiments,
fire-free cooking, talent showcases

as well as behavioural learning. We
received heart-warming feedback for
the event.

TOTAL PARTICIPATION

0626

Energise yourself

Mental well-being is as important

as physical well-being. In order to
raise awareness on the subject,

we conducted webinars on topics
like reboot happiness, energy and
frequency, art therapy and healing
with sound. These sessions helped
employees stay happy and energised.

TOTAL PARTICIPATION

081

Session on photography

Looking at the interest in the inter-
corporate photography contest, we
decided to conduct a workshop on
photography in which the employees
learnt different techniques of
photography, camera care 101 and
types of lenses that can be used for
different types of photographs.

TOTAL PARTICIPATION

475

Auction Premier League

This was an interactive activity
conducted in the IPL auction style
to promote team building, thinking
out-of-the-box, presence of mind,
collaboration and strategic thinking.

TOTAL PARTICIPATION

2,001

The InQUIZitive Family

Organised as a team activity for
families, this was an online quiz
competition held in multiple levels.
There was enthusiastic participation
with request for more of such initiatives
in the future.

TOTAL PARTICIPATION

608

2021
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Building resilient

@ Social & Relationship Capital

communities together

We believe businesses can only thrive if
the communities in which they operate
thrive as well. Our CSR programmes are
designed to have a long-term, meaningful
impact on the upliftment of marginalised
communities, while contributing to global
sustainable development goals. The
pandemic-induced economic hardships
that our communities have witnessed over
the past two years have reaffirmed our
resolve to address deep-seated social
inequalities. We have aligned our efforts
towards a ‘people-centric’ recovery
through multi-dimensional interventions
across livelihood, skill development,
education, health, and natural resources.

We seek to bring about a revolution in the
quality of life and livelihood of our communities
through our CSR Brand, Parivartan, which
means Change. Our programmes are created
and shortlisted through a participatory, bottom-
up, and consultative process, including all
stakeholders. We work with a variety of NGOs
and partners, as well as employee volunteers,
to assist us in the implementation of various
sustainable development programmes.

WE ARE ONE OF THE HIGHEST CSR
SPENDERS IN INDIA, WITH A TOTAL CSR
EXPENDITURE OF

3736.01 Cr
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CSR initiatives and UN Sustainable Development Goals

SUSTAINABLE
DEVELOPMENT

Ga:ALS

Healthcare and Hygiene

The bank focuses on eliminating
Non-Communicable Disease in some
states and establish accessible
sanitary facilities despite difficult
terrains.

Planting of 17.69 Lakh+
trees has helped increase
groundwater levels

3| Development of ~23,800
household toilet units across
India

Guinness World Record for
organising the world's largest
blood donation drive

Natural Resource Management

Promotion of Education

Under Parivartan, the bank has been
working in 23 states in India to bring
holistic development in the rural
landscape.

Construction of solar
streetlights, biomass stoves,
community biogas plants, and
the distribution of solar home
lighting

% Building Rainwater Harvesting

Structures, Community Tanks,
Hand Pump, and Wells

1| Seed Bank, Grain Bank, and
Village Nursery are being
established

Establishment of ~48,490+
kitchen gardens

Skill Development and
livelihood Enhancement

This is one of Parivartan’s most
significant pillars, which encourages
equal education for all students, from
early childhood through secondary
school.

2 Scholarship opportunities like
the ECS Scholarship

Introduction of Smart Classes
across different states to
integrate technology with
education

Sports as one of the pillars of
education to promote the health
and well-being of childern

Financial Literacy and
Inclusion

Managing and improving skills is
an important part of increasing
employment and establishing long-
term livelihood options.

Assist farmers in changing their
logistics and supply chains

| Aided in the formation of dairy
cooperatives, poultry farms,
integrated poultry-goat rearing-
fishery units

5

g

Parivartan has trained ~8,470
SHGs in rural India with the goal
of empowering women

The bank has trained nearly
2.54 Lakh+ people through its
partners, in accordance with the
ideals of fairness and inclusion

Our Bank offers financial literacy
programmes to help communities
make informed financial decisions.

Wl The bank conducts financial
literacy workshops

Digidhan or Dhanchayat is
the Bank’s financial literacy
programme on wheels

The CSR and ESG committee of the Board reviews our CSR projects, monitors CSR policy and performance, and
ensures that the Bank is compliant with the regulatory requirements. There were no fines or non-monetary sanctions in
the social area during FY22 owing to non-compliance with applicable laws and regulations.

*Refers to achievement since inception till March 31, 2022
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Parivartan - a step towards
sustainable Sustainable
progress

Parivartan is the Bank's umbrella
brand for all social efforts. It

aims to drive positive change in
people's lives by empowering

them, to become self-sufficient and
integrated with the society through
direct or indirect interventions.
Parivartan is also at the forefront

of natural disaster response,
successfully restoring infrastructure
and rehabilitating communities.
Parivartan works under five thematic
areas. Based on the identified focus
areas, we have set seven goals

and 11 sub-goals that guide our
community development activities.

3 Horc sank IR
PARIVARTAN

A step towards sustainable progress

Rural

Development

Promotion of
Education

Our focus
areas

Skill Training
and Livelihood
Enhancement

Healthcare

and Hygiene

LIVES IMPACTED*

9.6 Cr+

G Rural Development (Natural Resource Management)

Our Holistic Rural Development
Programme (HRDP) focuses on
comprehensive development through
activities under NRM, Education,

Skill Development and Livelihood,
Financial Literacy and Healthcare.
These activities are based on the
belief that rural development is key to
India’s growth. The Natural Resource
Management theme rests on the
twin goals of enhancement of natural

96

resources and their optimal utilisation

for the economic development of the HOUSEHOLDS

community. Under this theme, we 9 88

have defined three goals. First, we ' Lakh+
are working to irrigate 2 Lakh acres

of unirrigated land and cover 1 Lakh VILLAGES

acres with vegetation, to increase the
area of land under cultivation, as well
as to increase the cropping intensity of
cultivable land.

3,335+

*Refers to achievement since inception till March 31, 2022
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Natural Resource Management

Promoting the use Irrigate 2 Lakh acres of WATER CONSERVATION STRUGTURES
of chemical-free farming unirrigated land DEVELOPED"
to achieve 3 Lakh acres of farmland - To increase the cropping intensity '1 O 500 +
under chemical free farming of cultivable land )
- Toincrease the area of land under
cultivation
SOLAR LIGHTS INSTALLED*
41,810+
Our
targets
BIOMASS STOVES DEPLOYED*
) Mo trens o b | 11,670+
-0 Million trees 1o be 1,000 villages to have clean
planted (002 I‘edUCtlon) and renewable energy
Implementing tree plantation solutions

KITCHEN GARDENS DEVELOPED*
programmes to sequester reducing the carbon and ecological

carbon and promote footprint of our communities 48 49 O+
sustainability )

Second, we aim to reduce the different agricultural techniques for TRIEIES FLANTED*

carbon and ecological footprint of improving productivity and using locally "| 7 69 I_akh+
our communities by promoting clean produced manure and fertilisers, which O

and renewable energy solutions. not only aid in chemical-free farming

This includes undertaking projects but also help avoid expenditures on

such as tree plantation for carbon chemical fertilisers.

sequestration and biodiversity
conservation. We are targeting 1,000
villages to have clean and renewable
energy solutions and a minimum of 10
solar lights in each village. In addition,
we are providing solar home lights,
biomass chulha, biogas plant, solar
study lamp, and a solar irrigation unit,
covering 25% of the households in
each village. The biomass stoves have
helped improve indoor air quality,
creating a direct positive impact on
women’s health. Further, we target to
plant 2.5 Million trees by FY25.

Third, we have been promoting the use
of chemical-free farming, to maintain
the soil, environment, and human
health by combining tradition, creativity
and science. We train farmers on

*Refers to achievement since inception till March 31, 2022
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e Promotion of Education

To convert 2500
traditional schools
to smart schools

To support meritorious
underprivileged students
with scholarships.

Our

targets

To achieve 70%
children at class
appropriate
learning levels in all
intervention schools

We are implementing a programme
to promote education in line with
India’s Sarva Shiksha Abhiyaan. Under
this theme, we provide multi-faceted
support to schools, to enhance the
quality of education — which includes
training the teachers, providing
scholarships and career guidance

to students, as well as infrastructure
support to schools, such as building
toilets and improving classrooms.
We have dedicated programmes for
improving teachers' skills and scaling
up no-cost solutions for improving
existing systems and processes.

We have also been working towards
establishing libraries, scientific labs
and digital classrooms.

Under this theme, we have set the goal
of enhancing the quality of education in
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government schools through a three-
dimensional, target-driven approach.
The first dimension aims to convert
2,500 traditional schools into smart
schools, to establish a favourable
learning environment and enable
teachers to utilise various efficient
teaching-learning methods. We have
identified six building blocks for the
development of smart schools and
would be providing targeted support,
based on a detailed need assessment
and situational analysis of the
availability of adequate infrastructure
such as space and electricity.

The second dimension aims to support
meritorious yet underprivileged
students with scholarships, to not

let the financial crises interrupt the
development of bright young minds.

We identify economically backward
students with an annual family income
below %2.5 Lakh and a minimum of
55% marks on their latest available
marksheet.

The third dimension targets quality

of education in schools. We aim to
achieve 70% of students in all schools
(those under intervention) at class
appropriate learning (CAL) levels. The
CAL levels are assessed as per the
NCERT defined framework in classes
3, 5, and 8 through the National
Achievement Survey in language,
mathematics, EVS, science, and social
science.

Digital classrooms

The Smart Classrooms by Parivartan
in the state-run schools are equipped
with a pre-loaded projector and

an interactive board. The in-built
e-content is aligned with the
concerned state curriculum, making
learning fun and engaging for the
students. For effective implementation
of the digital classrooms initiative,

the Bank provides training to the
teachers making them the experts and
custodians of the infrastructure.




‘ Introduction to Our How We Our Responsible Statutory Reports and

Overview HDFC Bank Performance Create Value Strategy Business Financial Statements

Basic Science and Math Library Smart class infrastructure
laboratory Additional learning hubs fundamental enable modern technology in
For collaborative practical approach to overall personal development education to provide an interactive

learning environment.

-
= =

Construction and maintenance Drinking water facility Active Corner (for primary
of toilet facility schools only)

For stimulation of cognitive learning
capacities and improve attendance
and enrolment

2.8 Lakh+ 19.94 Laknh+ 2.09 Cr 710+

SCHOOLS BENEFITTED* TEACHERS TRAINED* STUDENTS REACHED* LIBRARIES SET UP*

Provisioning uncontaminated and safe
Prevents dropouts and absenteeism drinking water for students

e Skills Training and Livelihood Enhancement

AR

Increase in income To have 1 Lakh

o community institutions
Increase in income of ~5
Lakh farmers across the to have Local Economic
country Activation with 1 Lakh

community-led enterprises

promoted including VDCs/

FIG/FPO/SHG/JLG/WUG/

YG/AG etc. (~50% women
Our led)

Targets

Skilling of youth

Skill training for employment generation

*Refers to achievement since inception till March 31, 2022
HDFC Bank Limited Integrated Annual Report 2021-22 99




[y |
Ld

Social - Community

Under the Skills Training and Livelihood
Enhancement theme, we focus on the
economic development of farmers
and youth in rural areas by providing
means of generating income through
agricultural or non-agricultural
activities. Since its beginning, this
initiative has assisted around 2.54
Lakh+ people. The overarching
objective is to empower the
disadvantaged by providing them with
greater possibilities, assisting them

in finding local jobs, increasing their
household income and discouraging
migration. We also support women
Self Help Groups (SHGs) or Joint
Liability Groups (JLGs) by providing
occupational skKills training, financial
literacy, credit counselling, livelihood
finance, and market linkage. We have
started SLI EMI collections through
Common Service Centre operators
(CSC VLE) providing convenience to
customers at the village level.

We have set separate goals for
individual and institutional capacity
development under this theme.

The first goal focuses on increasing
farmers' income across the country.
We have defined three distinct sub-
goals to move forward in a targeted
and systematic way. Through the

first sub-goal, we aim to reach 5
Lakh small and marginal farmers
(with annual income below 360,000)
and support them in maximising
output and reducing input costs. We
are also enabling farmers to adopt
modern and innovative farming tools
and techniques, by providing them
exposure visits to different fields and
agricultural institutes, and supporting
them with seeds, fertilisers, and other
farm support materials. Additionally,
we help farmers diversify their income
by supporting them in allied activities
such as livestock rearing, timber,
horticulture, and fishery, among others.

The second sub-goal relates to the
promotion of 1 Lakh community-

100

led enterprises to boost local
economic activities, of which ~50%
would be women-led. Under this,

we encourage the economically
deprived communities to engage in
entrepreneurship on an individual or a
cluster basis. We support identification
of prospective economic activities in
the intervention villages and assist

the community members in founding
and operating an enterprise — which
include beauty parlours, small shops,
goateries, poultry, tailoring, etc. for
individual beneficiaries, and processing
units, packaging units, fisheries, and
handicrafts, etc. for group enterprises,
established through FPO, SHG, and
JLG.

The third sub-goal relates to skill
development for employment
generation where we provide
classroom/online/blended skill
development training in trades
that could lead to job placement
or self-employment opportunity

for unemployed youth, school
dropouts and landless farmers. Our
training programmes typically have
certifications from the NSDC, the
Sector Skill Council, or other qualified
non-government agencies.

The second goal relates to the
development and sustenance of
institutions for livelihood enhancement
— particularly community institutions
such as village development
committees, farmers’ groups, self-help
groups, water user groups, sanitation
committees, youth groups, and
adolescent groups. We aim to develop
and support 1 Lakh community
institutions. The Bank’s intervention
could range from a few months to
three years. The activities are related
to agriculture, water, sanitation, health,
livelihood, and other rural development
work.

1 8.08 Lakh+

WOMEN ENTREPRENEURS
TRAINED*

8,470+

SHGs REVIVED/FORMED/
TRAINED*

*Refers to achievement since inception till March 31, 2022
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Beneficiary: Prem Devi

Prem Devi is a small-scale
farmer who was dealing

with a variety of challenges,
including poor tomato quality
owing to inappropriate
sapling planting, output
losses due to numerous
illnesses, and severe lack

of water.

We assisted her with a high-
tech farming system and
capacitated her to maximise
profit, while lowering the cost
of production. Drip systems,
mulching sheet covering,

stands, and water tanks
were provided as part of the
initiative to her boost her
agricultural operations.

Since implementation of the
intervention, the water usage
has been reduced due to
installation of drip systems.

Prem Devi sold roughly 150
quintals of tomatoes, making
a profit of ¥98,000. This has
not only improved her quality
of life, but has also motivated
other farmers in the region.

Strengthening agri-horticulture

District: Mandi, Himachal Pradesh

Beneficiary: 2,000 Farmers

Farmers in the Mandi district
have become victims to
exploitation by middlemen.

In addition, their lack of
negotiating power over prices
has aggravated the situation.

We supported market

linkages through:

- Formation of 45 Farmer
Interest Groups (FIG)

- Conducted 25 orientation
trainings on value chain
and value addition in apple
production
Encouraged farmers to sell
their harvest in bulk

HDFC Bank Limited Integrated Annual Report 2021-22

Constructed a model apple
processing machine to
promote apple bi-products

Farmers now have better
market access, with 27.63
tonnes of apples sold
straight from the producer.
FIG farmers have begun
selling their products in bulk
and delivering it straight to
customers. As a result, their
negotiating strength and
revenues have improved.
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Social - Community

Fighting the pandemic

India

Training and
placing 5,000
WwOomen across
© states

102

Aiding
disconnected
rural youth
across 10 states

We reached out to
Covid-care hospitals in
several states to learn
about their needs and
concerns, with the aim to fix
infrastructural gaps using
the lessons learned during
the second and third wave.

Through the Covid Crisis
Support Scholarship
Programme, we are assisting
4,000+ students who are
experiencing personal or
financial hardships, as

a result of Covid. With
monetary aid up to 75,000,
the Bank created a specific
initiative to help students

In collaboration with

the Apparel Made-Ups

and Home Furnishings
Sector Skill Council, we
have trained over 5000
women across six states in
apparel-related job areas.
This included awareness/
counseling sessions, quality
training sessions, provision
of learning materials, toolkit
etc.

We have also set up a team
to followup and support the
applicants to get employed
at top companies.

We aim to place women
candidates in top national
and international companies.
We are setting up a team

to follow and support the

from class 1 and above, up
to those pursuing UG and PG
programmes.

We are increasing the oxygen
capacity in 18 hospitals
around the country to better
prepare for the approaching
COVID-19 waves. These
oxygen plants are now being
set up in Uttar Pradesh,
Jharkhand, Haryana, Punjab,
Karnataka, Kerala, Assam,
West Bengal, New Delhi,
Rajasthan, Madhya Pradesh,
Chhattisgarh, Tamil Nadu,
Andhra Pradesh, Odisha and
Himanchal Pradesh.

applicants, once they’ve been
placed through off-site or on-
site verification.

With our ‘Head Held High’
(HHH) initiative, we have
developed the ‘Make India
Capable’ programme

which aim to improve the
skills and capabilities of
1500 rural youths in ten
districts across ten states
(Karnataka, Maharashtra,
Rajasthan, Jharkhand, Bihar,
Uttarakhand, Telangana,
Gujarat, Haryana, and Odisha).

The programme guarantees
that ~70% of the trained
youngsters would be placed
in a job within 39 months. The
project commenced in FY21-
22 and has trained over 280
applicants until March 2022.
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9 Healthcare and Hygiene

Improve sanitation
facility

100% of households have
sanitation facilities in usable
conditions

Our
Targets

Improve Sanitation
facility

1,000 villages to have a waste
management system in place

15 ULBs to have MRF and
recycling facilities

Improve Sanitation

facility

1,000 villages to have
access to clean drinking

water

We have adopted an integrated
approach related to healthcare and
hygiene. We have not only been
provisioning healthcare services

to our communities in the form of
health clinics, nutrition programmes
and immunisation drives, but have
also been working on hygiene

and sanitation in schools and
communities. To complement our
community-led sanitation efforts
directed toward the proper disposal
of wastewater, we have been
working on the institutionalisation
of waste pickers through social and
financial inclusion for dry waste
management.

Under this thematic area, we have set
the goal to improve sanitation facilities
— which we are implementing through
targeted efforts on three distinct sub-
goals. The three sub-goals are related
to waste management, clean drinking
water and household sanitation
facilities.

Under the first sub-goal, we are
developing waste management
systems in 1,000 settlements. We are
committed to establishing a long-term
solid waste management system by
providing the necessary infrastructure
and instilling the necessary behavioural
changes toward responsible
consumption, source segregation and
litter prevention. This includes setting-
up materials recovery facilities (MRF)
and recycling facilities in 15 ULBs, in
addition to village-level interventions
such as residential composting,
door-to-door garbage collection and
the related mechanisms for user

fee collection, compost sales and
recycling.

We are targeting 1,000 communities
for providing access to clean drinking
water. This would include interventions
to promote clean drinking water
availability at both the community-
level (through Jal-minar or other water

*Refers to achievement since inception till March 31, 2022
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23,800+

HOUSEHOLD TOILETS CONSTRUCTED*

1,810+

SANITATION DRIVES CONDUCTED*

buildings) as well as at the family-level
(piped water connection). Through
these interventions, three litres of
water per person per day will be

made available. We are also forming
and orienting water user groups to
ensure sustenance of the services who
would be entrusted with post-project
maintenance and water quality testing.

The third sub-goal pertains to
ensuring that 100% of households
have acceptable sanitation facilities.
While the Government of India is
believed to have provided sanitation
facilities to every household, we are
supplementing the government’s
efforts by working towards
enhancing the usage of such facilities
by undertaking soft initiatives

like awareness and motivation,
infrastructure-based interventions, to
support the repair and upgradation of
such facilities, if and where required.
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Social - Community

Financial Literacy
Sessions for school
students

- HDFC Bank has
created a fun-filled and
student-friendly financial
literacy workshop.
These workshops are
conducted by the bank
employees.

- The Bank collaborated
with Teach for India to
conduct these sessions.
100+ students were
engaged through the
virtual workshops.

Employee payroll
giving programme

1,400+ employees have
subscribed to the Give
India Payroll Giving
Programme to donate
towards several different
causes.

- HDFC Bank matches the
employee’s contribution,
and the sum amount
is annually donated
to a charity of the
employees’ choice.
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Employee engagement 2021-22

The Parivartan initiative also strives to engage our employees through its Employee Volunteering Programme,
encouraging them to contribute their time and effort. Our employees have displayed strong commitment by
participating in various social programmes.

Konkan Flood Relief

- The Bank collaborated
with Donatekart and
Aahardaan Foundation
to raise funds and
facilitate delivery of
essential materials to the
Konkan flood affected
areas.

- Among the affected
areas, the Bank catered
to communities in
Chiplun district reaching
out to 500 families.
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Gifting
independence

to the elderly on
Independence Day

- On Independence Day,
the Bank organised
an email-fundraiser
campaign through
its NGO partner-
Donatekart. The bank
employees through the
campaign could donate
towards procurement of
essential materials for
the elderly staying at Old
age homes.

Be a Secret Santa

- The Bank organised
its annual ‘Be a Secret
Santa’ campaign
marking Christmas-
donation drive.

- The campaign allowed
the bank to donate
towards several causes
including support for
children living on streets,
welfare of stray animals,
senior citizens and
more.

Plant on the go

- With a motto to make
our surroundings
greener, the bank
distributed seedbombs
among its staff in
Mumbai.

- The seedbombs (mud
balls consisting of
seeds) were specially
made by tribal women.
800+ seedbombs were
distributed among the
staff.

&
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SmartUp

- Under its SmartUp
programme, HDFC
Bank supports start-
ups to help them drive
social change with
motivation.

- The Bank officials
cumulatively spent 100+
hours in shortlisting the
start-ups. The Bank
also launched a new
sub-segment called
SmartUp Unnati, a
dedicated programme
for mentoring women
entrepreneurs by
women leaders at the
Bank. Under the above
programme, four senior
leaders dedicated 15+
hours in mentoring 8
women entrepreneurs.
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6 Financial Literacy and Inclusion

The first step towards true financial the fundamentals of saving, investing

inclusion is financial literacy. Financial and organised finance, enabling them

literacy camps are periodically to make informed decisions. Digidhan, 23 I_akh+

conducted at our branches. In our flagship plan under this pillar, is a FINANCIAL LITERACY CAMPS ORGANISED*
addition, we have set up financial mobile financial literacy programme

literacy centres across India. We that travels the length and breadth of

are also working with our non-profit the country's hinterland, presenting

partners to enhance financial literacy. the advantages of digital banking in an 1 .71 Cr_l_

The camps are designed to provide audio-visual format.

e . . . INDIVIDUALS BENEFITTED*
communities with information about

*Refers to achievement since inception till March 31, 2022
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Contributing to
India’s development

HDFC Bank continued its journey

to contribute to nation-building

by digitising payments, collecting
direct, indirect, and local taxes,

and facilitating digital commerce by
integrating with various Government
owned platforms like e-~National
Agricultural Marketplace, and
Government e-marketplace and
offering banking solutions to
unbanked and underserved sections
of the society. The focus is to ensure
the unbanked sections of the society
are provided relevant financing

and other banking services. As a
responsible banker, we aim to deliver
relevant banking solutions through
partnerships with Government and
other entities. The goal is to enable
easier availability of funds and
facilitate ease of doing business

for beneficiaries such as farmers,
students, teachers, and healthcare
workers, amongst others.

As a socially responsible citizen, HDFC Bank
endeavours to contribute to nation-building
by remaining focused on key areas. These
include digitising workflows and helping
build alternate channels for the Government,
supporting the start-up ecosystem to help
fuel the economy further and supporting the
Government’s financial inclusion agenda.
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Helping the Government
digitise fund distribution
efficiently

The bank plays a major role in
distribution of the Government’s funds
for most major schemes like central
sponsored schemes, central sector
schemes and funds from the 15™
Finance Commission.

The Bank is one of the top 5 banks
processing Government pay-outs
including Direct Benefit Transfer (DBT)
and has also been recognised by the
Ministries of Finance, Panchayati Raj and
Electronics and Information Technology
for its efforts in this area.

Assisted Single

Nodal Agencies in
streamlining fund-flows
across the states.

20%

OUR SHARE OF FUND-FLOWS
FROM THE CENTRE TO THE STATES

Powering trade and digital
commerce

The Bank's integration with various
platforms demonstrates continued
contribution to the Government’s ‘Ease
of doing business’ and ‘Digital India’
initiatives. The Bank has integrated with
the following platforms:

- ICEGATE’ (Indian Customs and
Central Excise Electronic Commerce/
Electronic Data Interchange Gateway)

- National Agriculture Markets (eNAM)

- FOIS system (Freight Operations
Information System) of Indian
Railways

The Bank’s long association with GeM
portal, which facilitates procurement
for Government departments, was
extended as it was empanelled to
collect GeM Caution Money for
registered suppliers.

The Bank has enabled about hundred
thousand suppliers to be eligible

to transact on the Government
e-Marketplace by offering them the
facility to deposit caution money that
suppliers must deposit with GeM, prior
to becoming active on the platform.

Improving our foreign ties

HDFC Bank has created dedicated
products for Embassies, Consulates
and diplomats, helping strengthen

HDFC Bank Limited Integrated Annual Report 2021-22

"STARTUP
BENESS

THEOVATIO!

the nation’s foreign ties. To address
the pain-points of this segment, the
Bank offers best-in-class solutions
including seamless international Trade
and Forex facilities, digital solutions for
Visa collections and special current
accounts to suit the needs of the
expatriate community.

Promoting entrepreneurship
through SmartUp programme

At HDFC Bank, we work with various
State Governments and incubators/
accelerators including the Indian
Institutes of Technology (IITs) and the
Indian Institutes of Management (lIMs)
to promote entrepreneurship under
our SmartUp programme and Startup
fund. We work with 45+ incubators
certified by the Department of Science
and Technology.

Networking and mentoring sessions
are also held for our startup customers
with HNIs and senior executives of

the Bank. We have signed MoUs

with 7 State Governments and the
Ministry of Electronics and Information
Technology (MEITY) to facilitate the
execution of their startup policies.

85

SOCIAL IMPACT START-UPS IN THE
ENVIRONMENT, HEALTH & GENDER DIVERSITY
SECTORS WERE PROVIDED WITH FINANCIAL AND
ADVISORY SUPPORT IN FY22.
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Nation Building

Developing our children,
our future

The Bank recognises the importance
of today’s youth in shaping the future
of the nation. Accordingly, it works at
many levels to support the country’s
education system.

HDFC Bank has been a key player in
extending the reach of Government
schemes that help school children.

It has enabled state education
departments to disburse funds to
Government schools for fulfiling the
nutritional needs under the Mid-Day
Meal Scheme. The Bank has also
helped disburse funds to the last mile
under the Samagra Shiksha Abhiyaan
Scheme, a Centrally Sponsored
Scheme focused on making quality
education available to students.
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Disbursements to 1
Lakh+ schools benefitting
1 Cr+ students under
Mid-day Meal Scheme

Further, the Bank has enhanced its
education loan offering to students to
enable larger numbers to avail quality
education programmes. This has been
achieved by removing the cap on

loan values and widening the range of
courses for which they can be used.

Additionally, the Bank has worked
with Education Boards to digitise

the payment of remuneration to
faculty who offer their services during
examinations. This has expedited

the pace of these payments, brought
transparency to the process,

and ultimately resulted in higher

participation rates by faculty members
to conduct examinations seamlessly.
Online submission of claims has also
helped the boards and faculties of
these institutions overcome logistical
challenges posed by the pandemic

in submitting and processing such
claims.

The Bank also recognises the critical
role played by educators and has been
committed to improving their lives.

A new initiative under the banner of
#SalaamDilSey was launched this year
for Teacher’s Day. Industry leaders
from across the HDFC Group and
others spoke at a special webinar
aimed at helping teachers simplify
their family finances. Attended by
1,300+ teachers, the webinar was
well-received and will now become an
annual affair given its success.
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Boosting and protecting
farmer incomes

The Bank has been consistently
assisting the Government focused
sectors such as agriculture and allied
industries.

In line with the Central Government’s
focus on developing Farmer Producer
Organisations (FPO), the Bank has
powered the platform created by a
state agriculture department with
integrated digital payment channels.
This has enhanced farmers’ access
to a common platform for trading and
buying agri-produce and supplies.
The platform has also helped revenue

optimisation on crop yields by farmers.

The Bank has also helped digitise
the financial operations for the dairy

industry by offering an integrated
solution for the entire ecosystem, thus
driving transparency in the process and
improving planning since it provides
visibility into both the demand and
supply ends of the business.

In the current year, your Bank became
the first private sector Bank to be
empanelled with the Agriculture
Insurance Company of India (AIC), for
marketing their insurance products.
Through this partnership, the Bank aims
to provide financial security and income
stability to farmers, in the event of natural
calamities that affect their crop yield.

X70,000 Cr+

VALUE OF AGRI PROCUREMENT
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Making India healthy

The Bank extended its focus on
healthcare during the pandemic. It
enabled the smooth transfer of funds
from state apex bodies to primary and
secondary healthcare centres and
village level hospitals. Our services
also included digitisation of processes,
expenditure reporting, providing digital
platforms for centralised monitoring of
fund utilisation, etc. The Bank has also
enabled state health departments to
distribute funds in a timely manner to
ASHA Workers as compensation for
extending healthcare services to end
beneficiaries.

The pandemic provided new avenues
for customising banking solutions
across various segments. With

the continued focus on enhancing
affordability, we have enabled several
large partner hospitals/clinics/IVF
centres to provide loans and the ability
to conveniently convert healthcare
treatment costs to EMIs.

These cost-effective solutions will help
customers avail quality healthcare
with ease and flexibility. Our SmartBuy
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Nation Building

platform provides a large range of
offers that help customers reduce their
expenses on healthcare and wellness.

The Bank has alliances with 150+
providers including players in
diagnostic, pharmaceutical and
hospital care. Attractive membership
benefit programmes are provided to
customers as a value-added service
across segments.

Two special programmes, providing
customised banking and financial
services benefits have also been
created especially for doctors.

Digitisation and modernisation
of citizen services

The Bank continued its participation
in the digitisation and modernisation
of Government to Citizen (G2C)
services. This has not only helped
optimise resources in Government
organisations but also helped

deliver services remotely. It includes
services like payment of taxes, online
collections of charges and fees by
transport authorities as well as online
tracking of case status with legal
authorities like Motor Accident Claim
Tribunals (MACT). This has also helped
the authorities deliver un-interrupted
services during the pandemic.

Taking banking to the
unbanked

The Bank continued to leverage
Common Service Centres (CSCs)

to reach the last mile. The Bank
expanded its product range in the
last year to include all liability, assets
and payments products. We also
initiated the delivery of Government
sponsored social security schemes
and enabled Business Correspondents
to assist in collection of delinquent
EMIs. Managed by Village Level
Entrepreneurs (VLEs), the CSCs

are instrumental in increasing our
penetration in deeper geographies.
The distribution network built through
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CSC now includes 4 Lakh+ centres
across India for banking services. Of
this, more than 68% are in semi-urban
and rural areas. We also have 15,000+
centres enabled across India for
conducting banking transactions.

Social Security Schemes:
17,500+ enrolled

for SSL schemes

across APY, JBY & SBY

EMlIs collected: 62,000+
transactions across Retall
and SLIAJLG loans

The approach in deeper geographies
is based on the ecosystem around

the distribution network, our

digital capabilities and rule-based
underwriting to provide seamless
service. In the process of training our
VLEs, which includes women, we
equip them with digital skills and make
them self-reliant by enabling them to
function as a small branch. To scale
further into deeper geographies by
replicating our success with CSC, we
have also signed MOUs with additional
partners. We are driven by the
aspiration to provide banking products
and services to the vast unbanked and
underserved sections of the society.

Women empowerment is furthered

by training 1.3 Lakh+ women from
19,600+ SHGs, making them
financially self-reliant and positively
impacting the lives of more than 6
Lakh fellow countrymen in semi urban
and rural areas. Under the Stree
Swabhiman initiative, sanitary napkin
making units have been provided

to women VLEs, to manufacture
economic and hygienic pads. These
are provided to 12,500 school-going
girls who have been adopted for a year
by the Bank, thereby creating an eco-
system of menstrual hygiene access.

10 Lakh citizens in the
hinterlands were able to
register for their COVID-19
vaccinations at CSCs
with the Bank’s support.
Registration costs for

all 10 Lakh citizens was
funded by the Bank.

Driving digitisation in Rural
Banking

We have integrated 30+ APIs which
power the digital delivery of 25+
best-in-class financial products and
services 1o the last mile customer.
We have also funded the digital
infrastructure set-up for 4,000 villages
supporting the Digi Gaon initiative of
the Government.

Best Practice
in Digital

Transformation
2021

AT THE COVETED CII-DX 2021 FORUM
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The DNA of a

responsible banker

Our governance framework forms
the bedrock of our value creation
process. At HDFC Bank, stringent
regulatory compliance is a given.
Beyond compliance, our practices
aim to embody the principles of
ethical conduct, independence,
responsibility, accountability, and
transparency in true spirit. This is
reflected in our strategic thinking,
decision-making, monitoring
processes and underlines all our
activities and operations.

We are led by a diverse, experienced and
competent Board. The Board, along with its
committees, institutes policies and frameworks
on ethical conduct, anti-corruption, anti-money
laundering, compliance, IT, information security,
ESG, and customer satisfaction, among

others, and monitors their implementation. We
strive to adhere to best practices in corporate
governance, such as alignment of executive
pay to company performance, disclosure of
Board evaluation outcomes, and wide scope of
whistle-blower policy, to name a few.
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Board expertise and
competence

Our Board is diverse and inclusive,
comprising of members with rich
experience to fulfil its governance
role and related responsibilities,
objectively and effectively. Our
Board includes members with
varied skKill sets and competencies
across banking and allied sectors
such as finance, agriculture, rural
economy, risk management, small
scale industries and technology.
The Board also seeks opinions from
external experts whenever required.
Further information on the skKills,
expertise and competence of our
Board is included in our Corporate
Governance Report on Page 385.

Beyond compliance

At HDFC Bank, compliance with
regulatory requirements is just the
starting point for good governance
practices. We have consistently
ensured that the composition of the
Board and its Committees, in terms
of independence, diversity in skKills,
expertise and gender, meets and
at times, exceeds the requirements
prescribed by regulations.

BOARD DIVERSITY BY AGE
AND GENDER
As on March 31, 2022
2
<=50 years
6 3
> 50 years |
As on March 31, 2021
2
<=50 years
6 2
> 50 years
® Male @ Female

Independence in Committee composition

We ensure a high level of independence in the composition of
our Board Committees. The below Committees are chaired by an

independent director.

(Percentage of Independent Directors)

® CSR &ESG Committee

Stakeholders' Relationship Committee

@ Risk Policy & Monitoring Committee
® Nomination & Remuneration Committee
@ Audit Committee

HDFC Bank Limited Integrated Annual Report 2021-22

‘Leadership’ category
organisation in Corporate
Governance by IIAS

The Indian Corporate
Governance Scorecard is
developed by Institutional
Investor Advisory Services
India Limited (IIAS) with
support from International
Finance Corporation (IFC)
and BSE Limited. The
scorecard is built around
the G20/OECD Principles
of Corporate Governance,
which are the globally
accepted benchmark for
corporate governance.

In the 2021 scorecard
(published in February
2022), HDFC Bank was one
of the 20 companies which
ranked in the ‘LEADERSHIP’
category. For more details,
please refer to https:/
www.iiasadvisory.com/
governance-scorecard.
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Governance

Board initiatives and
involvement

The Board provides leadership and
strategic guidance in shaping our
procedures and processes for value
creation. The key focus areas in FY22
included adherence to regulatory
compliance, creating a strong
technological backbone to mitigate IT
and operational risks, infrastructure
scalability, talent management and
ESG commitments.

Culture of transparency and
accountability

We strive to inculcate global best
practices in governance, timely
disclosures and fair presentation

of information. Transparency and
accountability are among the key
expectations of stakeholders. We have
put in place policies and processes
that allow for a sufficient and visible
flow of information with adequate
safeguards in place. We have also
formulated a Code of Practices and
Procedures for Fair Disclosures in
accordance with the SEBI (Prohibition
of Insider Trading) Regulations, 2015.
This Code lays down principles of
prompt disclosure along with uniform
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and universal dissemination of
information. Further, the Board has
also approved the following policies
which are available on our website:
https:/www.hdfcbank.com/personal/

about-us/corporate-governance/
codes-and-policies for easy reference:

- Policy on Appointment and Fit and
Proper criteria for Directors

Whistle Blower Policy

- Compensation Policy

Policies and frameworks for
ethical conduct

To ensure a pervasive culture of

ethical behaviour, we have created an
environment and instituted policies
and frameworks that encourage
appropriate business conduct. These
policies are communicated regularly to
the management, employees and other
stakeholders.

Our corporate governance policies
include:

- Code of Ethics/Conduct

- Policies to prevent insider trading,
govern related-party transactions

- Policies around Prevention of Sexual
Harassment (POSH)

Environmental Social & Governance
(ESG) Policy Framework

Transparency and accountability

are embedded in our culture. Our
Code of Ethics/Conduct directs the
Board and senior management to
uphold our values and carry out
business worldwide with integrity

and highest ethical standards. As

per our Conduct Philosophy, we

do not employ child, forced or
compulsory labour in our operations.
Our Whistle-blower Policy provides

a comprehensive framework for
capturing and addressing stakeholder
complaints/grievances. In FY22, we
had 147 whistle-blower complaints
filed by various stakeholders including
shareholders, employees, customers
and value chain partners. The nature
of complaints varied; while some were
linked to corruption and improper
business practices, others pertained to
behavioural issues. We did not make
any political contributions.

Our publicly available Conduct
Philosophy codifies mechanisms to
deal with issues related to mental or
physical coercion or verbal abuse,
sexual harassment, sexual abuse,
slavery, of employees. During

FY22, there were no complaints of
infringement of human rights.

We have a ‘Zero Tolerance’ policy on
sexual harassment and an internal
complaints committee is in place to
address such complaints. During

the year, we received 51 complaints
pertaining to sexual harassment,

of which 48 were resolved during

the year. For more information, please
refer to our Corporate Governance
Report on Page 385.

PERSON-HOURS SPENT
ON HUMAN RIGHTS TRAINING

2 Lakh+ Hrs
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Anti-corruption,
Anti-bribery, and Anti-money
Laundering (AML)

We have focused programmes
consisting of Foreign Corrupt Practices
Act and Bribery Act, Code of Ethics
and Commitment, Trade-based
Money Laundering, and KYC and
AML norms to enable effective training
on anti-corruption, anti-bribery and
anti-money laundering. Our operations
are assessed for corruption and any
complaints by any stakeholder can

be raised through our whistle-blower
mechanism.

EMPLOYEES TRAINED ON
ANTI-CORRUPTION, AML AND
KYC TRAININGS

638,087

CONFIRMED INCIDENTS* WHEREIN
EMPLOYEES WERE DISMISSED OR
DISCIPLINED FOR CORRUPTION IN FY22

v

Customer satisfaction

The Customer Service Committee

of the Board (CSCB) works towards
continuously improving the quality of
services rendered to the customer.

It also ensures the implementation

of directives received from the RBI in
this regard. Accordingly, the CSCB
formulates the Bank’s comprehensive
deposit policy, incorporating the issues
arising out of the product approval
process, annual survey of depositor
satisfaction, and the triennial audit

of such services, among others. We
ensure strict adherence to market
conduct regulations and have defined
frameworks in place to maintain
transparency in communications to our
customers and clients. During FY22,
we did not record any new cases of
non-compliance concerning product
and service information and labelling,
or marketing communications.

During the year, we undertook several
initiatives to strengthen our IT systems,
augment capabilities and increase
resiliency. To read more about our
initiatives, refer Pg. 78 (Digitisation).
During FY22, we received no
complaints regarding identified leaks,
thefts, or losses of customer data

with respect to data security. During
the same period, we received 298
complaints from customers concerning
breaches of customer privacy, 1
complaint from an outside party

and 19 from regulatory bodies. The
major areas of customer complaints

in FY22 were related to unauthorised
transactions done through UPI,
unauthorised usage through Credit
Card, unauthorised transactions done
through NetBanking, unauthorised
usage through Debit Card online and
failed transactions at the Bank's ATMs.

We have a transparent Grievance
Redressal Mechanism that ensures
quick and effective resolution of
complaints. Customers can reach
out to us through multiple channels
including retail branches, phone
banking application, website and

net banking application and retail
asset customer service centres. Any
grievance received, either verbally,
by email or in writing, if not resolved
and responded to on the same day,
is logged into CRMnext — a state-
of-the-art web-based system or
Vision Plus (for Credit Card related
issues). The CRMnext system has the
capability to record and categorise
grievances into different types and
maintain turnaround times (TAT) for
specific category/sub-category. It also
has an auto escalation mechanism
for cases not resolved within the
defined TAT. This not only ensures
proper recording and resolution of
cases, but also provides for effective
escalation channels in case of delays
in resolution. Acknowledgement is
provided for every grievance logged,
in the form of a Complaint Reference

HDFC Bank Limited Integrated Annual Report 2021-22

Number (CRN), and the customer is
kept informed in case of any delay
envisaged by the Bank, in resolution
of the grievance beyond the stated
timelines.

Apart from direct grievances from
customers, grievances received
through various regulatory bodies
including Reserve Bank of India and
Banking Ombudsman are handled

by designated Nodal Officers. The
Bank has also appointed an Internal
Ombudsman as per the guidelines
prescribed by the Reserve Bank of
India. Denial/partial denial cases are
referred to the Internal Ombudsman for
guidance. The decision of the Internal
Ombudsman is binding on the Bank.

ESG governance

ESG matters are a vital component in
the Bank’s governance framework. The
CSR and ESG Committee of the Board
oversees the Bank’s sustainability

and climate change initiatives. The
Board level committee is guided by
the ESG apex committee. The ESG
apex committee that comprises of

key representatives from the senior
management, oversees sustainability
reporting initiatives, climate change
disclosures, internal projects to ensure
reduction of our overall emissions and
tracks its progress on ESG, to achieve
industry leadership. This Committee is
further supported by ESG action sub-
committees which includes Product
Responsibility Sub-committee, which
looks at ESG risks (including climate
risks) in the existing portfolio and ESG-
linked opportunities; the Environment
Sub-committee which oversees

the environmental impact from our
operations and Social and Governance
Sub-committee which works on
workplace policies and governance
initiatives.
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1 Board of Directors

Leveraging expertise

Atanu Chakraborty Umesh Chandra Renu Karnad
Part Time Chairman and Sarang| Non-Executive Director
Independent Director Independent Director

MD Ranganath Sanjiv Sachar Sandeep Parekh

Independent Director Independent Director Independent Director

Length of service of Directors (Years) Age group of Directors (Years)

<3 &SRB & M1t050 & &
3-6 2E& & 511060 2 2 2 &
6-8 PV 610070 o o o0 o0 o
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Malay Patel Sunita Maheshwari Lily Vadera
Independent Director Independent Director Independent Director

Sashidhar Jagdishan Kaizad Bharucha

Managing Director and Chief

Executive Director
Executive Officer

AVERAGE EXPERIENCE OF BOARD THE BOARD ARE INDEPENDENT WOMEN DIRECTORS ON THE BOARD
MEMBERS DIRECTORS 3

31 Years ~72%
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121 Senior Management Team

Driving a future-ready organisation

Sashidhar Jagdishan
Managing Director and Chief

118
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Arup Rakshit

Group Head - Treasury- Sales,
Analytics and Overseas

Kaizad Bharucha
Executive Director

Anjani Rathor

Chief Digital Officer
Executive Officer

Arvind Vohra

Arvind Kapil Ashima Bhat Ashish Parthasarthy
Group Head - Group Head - Group Head - Business Group Head - Treasury, GIB,
Retail Assets and SLI Retail Branch Banking Finance & Strategy, NRI, Overseas and Tele-
Administration, Infrastructure, Service Channels
ESG & CSR

Benjamin Frank Bhavesh Zaveri Chakrapani Jimmy Tata
Group Head - Group Head - Operations, Venkatachari Chief Credit Officer
Wholesale Credit ATM and Cash Management Group Head - Internal Audit
Product and Quality Initiatives Group
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Nirav Shah

Group Head - Corporate
Banking and PSUs

Parag Rao

Group Head - Payments
Business, Digital & IT

Ramesh
Lakshminarayanan

Chief Information Officer

Raveesh Bhatia

Group Head - Emerging
Corporates Group

Smita Bhagat

Group Head - Government
and Institutional Business,
Partnerships, Ecosystems,
Inclusive Banking and
Start-ups

Srinivasan
Vaidyanathan

Chief Financial Officer

Rakesh Singh

Group Head - Investment
Banking, Private Banking,
Marketing and Products

Rahul Shukla

Group Head - Commercial
Banking and Rural Business

Sampath Kumar

Group Head - NRI Domestic
& Overseas Business, Third
Party Products and Tele-
Sales & Service Relationships

Sanmoy Chakrabarti
Chief Risk Officer

Vinay Razdan

Chief Human
Resources Officer
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ontinuing our growth journey
3 Crore

2012-13 2013-14 2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21 2021-22
Interest income 35,064.87 41,135.53 48,469.91 60,221.45 69,305.96 80,241.35 98,972.05 1,14,812.65 1,20,858.23 1,27,753.12
Interest expense 19,2538.75 22,652.90 26,074.23 32,629.93 36,166.74 40,146.49 50,728.83 58,626.40 55,978.66 55,743.53
Net interest income 15,811.12 18,482.63 22,395.68 27,591.52 33,139.22 40,094.86 48,243.22 56,186.25 64,879.57 72,009.59
Other income 6,852.62 7,919.64 8,996.34 10,751.72 12,296.49 15,220.31 17,625.87 23,260.82 25,204.89 29,509.90
Net revenues 22,663.74 26,402.28 31,392.02 38,343.24 45,435.71 55,315.17 65,869.09 79,447.07 90,084.46 1,01,519.49
Operating costs 11,236.11 12,042.20 13,987.55 16,979.69 19,703.32 22,690.36 26,119.37 30,697.53 32,722.63 37,442.19
Operating result 11,427.63 14,360.08 17,404.47 21,363.55 25,732.39 32,624.81 39,749.72 48,749.54 57,361.83 64,077.30
Provisions and contingencies : 1,677.01 1,688.03 2,075.75 2,725.61 3,693.30 5,927.49 7,5650.08 12,142.39 15,702.85 15,061.83
Loan loss provisions 1,234.21 1,632.58 1,723.58 2,133.63 3,145.30 4,910.43 6,394.11 9,083.32 11,450.19 10,119.38
Others 442.80 (44.56) 36217 591.98 448.00 1,017.06 1,1656.97 3,069.07 4,252.66 4,942.45
Profit before tax 9,750.62 12,772.05 15,328.72 18,637.94 22,139.09 26,697.32 32,199.64 36,607.15 41,658.98 49,015.47
Provision for taxation 3,024.34 4,293.67 5,112.80 6,341.71 7,5689.43 9,210.57 11,121.50 10,349.84 10,542.46 12,054.12
Profit after tax 6,726.28 8,478.38 10,215.92 12,296.23 14,549.66 17,486.75 21,078.14 26,257.31 31,116.52 36,961.35
Funds :
Deposits 2,96,246.98 3,67,337.48 4,50,795.65 5,46,424.19 6,43,639.66 7,88,770.64 9,23,140.93 11,47,502.29 13,35,060.22 15,59,217.44
Subordinated debt 16,586.75 16,643.05 16,254.90 15,090.45 13,182.00 21,107.00 18,232.00 18,232.00 17,127.00 21,795.25
Stockholders’ equity 36,214.15 43,478.63 62,009.42 72,677.77 89,462.38 1,06,295.03 1,49,206.32 1,70,986.03 2,08,720.83 2,40,092.94
Working funds 4,21,327.31 4,91,599.50 5,95,695.13 7,40,796.07 8,63,840.19 10,63,934.32 12,44,540.69 15,30,511.26 17,46,870.52 20,68,535.05
Loans 2,39,720.64 3,08,000.27 3,65,495.04 4,64,593.96 5,64,568.20 6,58,333.09 8,19,401.22 9,98,702.88 11,32,836.63 13,68,820.93
Investments 1,11,303.21 1,00,111.88 1,56,833.82 1,95,836.29 2,14,463.34 2,42,200.24 2,93,116.07 3,91,826.66 4,43,728.29 4,55,535.69
Key Ratios :
Earnings per share (%) 14.24 17.74 21.08 24.42 28.59 33.88 39.33 48.01 56.58 66.80
Return on equity 20.07% 20.88% 20.36% 17.97% 18.04% 18.22% 16.30% 16.76% 16.60% 16.90%
Tier 1 capital ratio 11.08% 1.77% 13.66% 13.22% 12.79% 13.25% 15.78% 17.23% 17.56% 17.87%
Total capital ratio 16.80% 16.07% 16.79% 15.563% 14.55% 14.82% 17.11% 18.52% 18.79% 18.90%
Dividend per share (%) 2.75 3.43 4.00 4.75 5.50 6.50 7.50 Nil ® 6.50* 15.50°
Dividend payout ratio 22.77% 22.68% 23.62% 23.51% 238.32% 238.26% 23.36% NA ¢ 11.54%* 23.28%°
Book value per share as at March 31 )’ 76.10 90.62 123.70 143.74 174.56 204.80 273.94 311.83 369.54 432.95
Market price per share as at March 31 (3)2 312.68 374.40 511.35 535.58 721.28 964.50 1,1569.45 861.90 1,493.65 1,470.35
Price to earnings ratio 21.95 21.11 24.26 21.93 25.23 28.47 29.48 17.95 26.40 22.01
% 1 Cr =% 10 Million
" Figures for the years prior to 2019-2020 have been adjusted to reflect the effect of split of equity shares from nominal value of

¥ 2 each into two equity shares of nominal value of ¥ 1 each

2 Source : NSE (prices for years prior to 2019-2020 have been divided by two to reflect the sub-division of shares)
¢ Basis RBI notifications dated April 17, 2020 and December 4, 2020
4 Basis RBI notification dated April 22, 2021
5 Proposed
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=1 Awards

Recognised across platforms

National Rural Livelihood Mission (NRLM), Euromoney Awards for Excellence 2021

Ministry of Rural Development, Govt of India Best Bank in India

Best Performing Bank in SHG Linkage

Business Today India's Best Banks
Euromoney Private Banking and

Wealth Management Survey 2022 Best Large Bank

Ranks No. 1 in the Mass/Super Affluent
clients category (US$100K to US$5m)

ABF Corporate & Investment
Banking Awards 2021

PWM Global Private Banking Awards 2021 Corporate & Investment Bank
. . ) of the Year - India
Best Private Bank in India

Asiamoney Asia's Outstanding Companies Poll 2021
FinanceAsia Country Awards for . . .
Achievement 2021 Most Outstanding Company in India

Best Bank in India

Business Today India’s Best Companies to work for

Asiamoney Asia Private Banking Awards 2021 Ranked Best Company to work
] for in the BFSI sector
Best for wealth transfer/succession

planning in India 2021

Great Place To Work Institute

Cll Digital Transformation Award 2021 Certified as a 'Great Place

To Work' for 2021-22
‘Most Innovative Best Practice’

for financial inclusion — HDFC Bank
and Government of India’s Common
Service Centres (CSC) partnership
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Assurance Statement
m e e i e Telephone: 491 (22) 6808 6000

First Floor, Block A, gl :
02 Godrej Business Disirist, malt indiowebsiofhome.com

Pirejshanagar, Vikhroli - West,
Mumbal - 400 078

Independent Limited Assurance Statement to HDFC Bank Limited on its non-financial
disclosures in the Integrated Annual Report for Financial Year 2021-22

To the Managemsnt of HDFC Bank Limited, HDFC Bank House, Senapati Bapat Marg, Lower Parel
(W), Mumbai — 400013

Introduction .

We (‘KPMG Assurance and Consulting Services LLP', or 'KPMG') have been engaged for the purpose
of providing assurance on the selected non-financial disclosures presented in the Integrated Annual
Report (‘the Report') of HDFC Bank Limited (HDFC Bank’ or 'the Company') for FY 2021-22. Our
responsibility was 1o provide limited assurance on the Report conlent as described in the scope,
boundary, and imitations.

Reporting Criteria

HDFC Bank has developed its reporl based on the applicable accounting stendards and has
incorporated the principles of the International Integrated Reporting Framework (<IR>) published by
the International Integrated Reporting Council (IIRC).

HDFC Bank's non-financial performance reporting criteria has been derived from Global Reporting
Initiative {GRI) Standards ‘in-accordance’ comprehensive option.

Assurance Standards Used
We conducied our assurance in accordance with
¢ Limiled Assurance requirements of International Federation of Accountants’ (IFAC)
International Standard on Assurance Engagement (ISAE) 3000 (revised), Assurance
Engagements Other than Audits or Reviews of Historical Financial Information.

o Under this standard, we have reviewed the information presenied in the Report
againsl the characteristics of relevance, completeness, reliability, neutrality and
understandability.

o Limited assurance consists primarily of enquiries and analytical procedures. The
procedures performed in a limited assurance engagement vary in nature and fiming
and are less in extent than for a reasonable assurance engagement.

Scope, Boundary and Limitations
= The scope of assurance covers select non-financial disclosures of HDFC Bank for the period
01 April 2021 to 31 March 2022.

The Disclosures subject to assurance were as follows:

General Disclosures

*  Qrganization Profile: 102-8
= Reporting Practice: 102-48, 102-49, 102-50, 102-51, 102-52, 102-53 and 102-55

Topic Specific Disclosures

= Environmental
o 302 Energy 2016: 302-1, 302-3
o 305 Emissions 2016: 305-1,305-2, 305-3*, 305-4
o 306 Effluents and Waste 2016: 306-2

! For details regarding the disclosures please refer the GRI Content Index in Integrated Annual Report on

Page 126-130.
KPNIG Assianca did Consulling Soivces LLP. an Indian Imiied KPYG (e [ap g e sdn Aoy Ho Ba- Registeved Ofica: 2nd Fioos,
by paineshy and o bt flrm of KPS g B2445) e KPMG and Soitas Blsek T2 (B Wings) Ledna Excelus,
of ipendant mimber fime alfllated wih KPMG Infemalionsl LLP (a Limiied Liabilty Portnorsbip wita LLP Rragiskalion No. AAT. Apoi Wk Gompound, N 8 Joshl
Limited, & peivate Eaglish company Umhied by guatanies DIET), wlh ellocd Inden July 33, 2060 3y, Mahalaoors, Mumbai - 400011
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e Social
o 401 Employment 2016: 401-1, 401-3
o 404 Training and Education 2016: 404-1, 404-2
o 405 Diversily and Equal Opportunity 2016: 405-1
o 413 Local communities 20186: 413-1

*Tne data disclosed under 305-3 is restricted to limiled upstream and downstream categones. Empioyee business travel (Air,
Rall and Road), Upstream leased assets (Other ATMs) Purchased goods and services (paper consumption) and Wasie
generated from operations (E-waste disposed)

The boundary of the Report covers HDFC Bank operations in India which include:

6338 branches and 18130 ATMs

29 currency chests

255 corporate and reglonal offices
37 traintng centers and guest houses
§ Data centers

aRwWN =

The data review and validation were conducted through the Corporate office which collates the data for
pan India locations. The review and management interactions were performed virtually using screen
sharing fools. Based on the information provided by HDFC Bank, we have assessed the intemat controls
and systems.

The assurance scope excludes following:

= Aspects of the Report other than those mentioned in the scope mentioned above

e Data and information outside the defined reporting period

« The Company's statements thal describe expression of opinion, belief, aspiration,
expectation, aim, future intention provided by the Company and assertions related to
Intellectual Property Rights and other competitive issues.

e Data related to Company's financial performance

» Data review outside the operational sites as mentioned in the boundary above

e Strategy and other refated linkages expressed in the Report

Assurance Procedures

Qur assurance process involves performing procedures fo obtain evidence about the reliability of

specified disclosures. The nature, timing and extent of procedures selected depend on our judgment,

including the assessment of the risks of material misstaterment of the selected non-financial

disclosures whether due to fraud or error. In making those risk assessments, we have considered

internal controls relevant to the preparation of the Report in order 1o design assurance procedures

that are appropriate in the current circumstances.

Our assurance procedures also included:

e Assessmentof HDFC Bank's reporting procedures regarding their consistency with the application
of GRI Standards.

« Evaluating the appropriateness of the quantification methods used to arrive at the non-financial
disclosures presented in the Repori.

s Review of systems and procedures used for quantification, collation, and analysis of non-financial
disclosures included in the Report.

e Understanding the appropriateness of various assumptions, estimations and materiality
thresholds used by HDFC Bank for data analysis.

¢ Discussion with the relevant stakeholders and data owners responsible for collecling the data and
information presented in the report

s Review of selected key performance data as defined in scope, boundary and limitations was
carried out on a sample basis through video conferencing with corporate office

o Site visits for CSR programmes conducted in Akbarpur and Bhawapur villages in Utlar Pradesh

Appropriate documentary evidence was obtained to support our conclusions on the information and
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data verified. Where such documentary evidences could not be collected due to sensitive nature of
the information, our team verified the same with the HDFC Bank during virtual interactions.

Conclusions

We have reviewed selected non-financial disclosures in the report of HDFC Bank far FY 2021-22.
Based on our review and procedures performed, nothing has come to our atiention that causes us not
to believe that the nan-financial performance data and information as per the scope of assurance
presented in the Report is appropriately stated, in a!l material respects and in accardance with GRI
Standards.

Data representation and calculation related errors were detected but the same were resolved during
the assurance process, There is a scope for enhancing the understanding of the performance
disclosures among the data owners. We have provided our cbservations to the Bank in a separate
management letter. These, do not, however, affect our conclusions regarding the Report.

Independence

The assurance was conducled by a multidisciplinary team including professianals with suitable skills
and experience in auditing environmental, social and economic information in line with the
requirements of ISAE 3000 (Revised) standard.

Qur work was performed in compliance with the requirements of the IFAC Code of Ethics for
Professional Accountants, which requires, among other requirements, that the members of the
assurance team (practitioners) be independent of the assurance client, in relation to the scope of this
assurance engagement, including nat being involved in writing the Report. The Code also includes
detailed requirements for practitioners regarding integrity, objectivity, professional competence and
due care, confidentiality and professional behaviour. KPMG has systems and processes in place to
monitor compliance with the Code and to prevent conflicts regarding independence. The firm applies
ISQC 1 and the practitioner complies with the applicable independence and other ethical requirements
of the IESBA code.

Responsibilities
HDFC Bank is responsible for developing the Report contents. HDFC Bank is also responsible for
identification of material sustainability topics, establishing and maintaining appropriate performance
management, internal control systems and derivation of performance data reported. This statement is
made solely to the Management of HDFC Bank in accordance with the terms of our engagement and
as per scope of assurance. Our work has been undertaken so that we might state to HDFC Bank
those matters for which we have been engaged to state in this statement and for no other purpose.
To the fullest extent permitted by law, we do not accept or assume responsibility to anyone other than
HDFC Bank for our work, for this report, or for the conclusions expressed in this independent
assurance statement. The assurance engagement is based on the assumption that the data and
information provided to us is complete and true. We expressly disclaim any liability or co-responsibility
for any decision a person or entity would make based on this assurance statement. Our repoit is
released to HOFC Bank on the basis that it shall not be copied, referred 1o er disclosed, in whole or in
parl, without our prior written consent. By reading this assurance statement, stakeholders
acknowledge and agree to the limitations and disclaimers mentioned above.

~ £
P&lthme sh Raichura
Partner
KPMG Assurance and Consulfing Services LLP
20 June 2022

Statutory Reports and
Financial Statements
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i1 GRI Index

Page Number(s) and/or

GRI Standard Disclosure Description URL(s)/Section

GRI 102: GENERAL DISCLOSURES

Organizational 102-1 Name of the organization. 8,319
profile 102-2 Activities, brands, products, and services 6-21
102-3 Location of headquarters https://www.hdfc.com/

corporate-office

102-4 Location of operations 6-7, 393

102-5 Ownership and legal form 6, 387

102-6 Markets served 6-7

102-7 Scale of the organization 6-7

102-8 Information on employees and other workers 80-93

102-9 Supply chain 13-21

102-10 Significant changes to the organization and its supply chain 16-21

102-11 Precautionary Principle or approach 56-67

102-12 External initiatives 94-105

102-13 Membership of associations 420

Strategy 102-14 Statement from senior decision-maker 10-15
102-15 Key impacts, risks, and opportunities 10-15, 42-51

Ethics and 102-16 Values, principles, standards, and norms of behavior 112-115
integrity 102-17 Mechanisms for advice and concerns about ethics 112-115
Governance  102-18 Governance structure 112-115
102-19 Delegating authority 112-115

102-20 Executive-level responsibility for economic, environmental, and social topics 373-379

102-21 Consulting stakeholders on economic, environmental, and social topics 24-31

102-22 Composition of the highest governance body and its committees 112-115

102-23 Chair of the highest governance body 112-115

102-24 Nominating and selecting the highest governance body 112-115

102-25 Conflicts of interest 349

102-26 Role of highest governance body in setting purpose, values, and strategy 365

102-27 Collective knowledge of highest governance body 385

102-28 Evaluating the highest governance body’s performance 156

102-29 Identifying and managing economic, environmental, and social impacts 28-31

102-30 Effectiveness of risk management processes 146-148

102-31 Review of economic, environmental, and social topics 28-31

102-32 Highest governance body'’s role in sustainability reporting 2, 112-115, 378

102-33 Communicating critical concerns 157, 373-379

102-34 Nature and total number of critical concerns 157

102-35 Remuneration policies 156-157, 273-278

102-36 Process for determining remuneration 166-157, 273-278
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Page Number(s) and/or

GRI Standard Disclosure Description URL(s)/Section
102-37 Stakeholders’ involvement in remuneration 1566-1567, 273-278
102-38 Annual total compensation ratio 205-206
102-39 Percentage increase in annual total compensation ratio 205-206
102-40 List of stakeholder groups 24-27
102-41 Collective bargaining agreements
102-42 Identifying and selecting stakeholders 24-27
102-43 Approach to stakeholder engagement 24-27
102-44 Key topics and concerns raised 24-27
102-45 Entities included in the consolidated financial statements 2,319
102-46 Defining report content and topic Boundaries
102-47 List of material topics 28-31
102-48 Restatements of information 2
102-49 Changes in reporting 2
102-50 Reporting period 2
102-51 Date of most recent report 2
102-52 Reporting cycle 2
102-53 Contact point for questions regarding the report At the end of this table.
102-54 Claims of reporting in accordance with the GRI Standards 2
102-55 GRI content index This table
102-56 External assurance 2
Economic 103-1 Explanation of the material topic and its Boundary 16-23, 132-137
Performance 103-2 The management approach and its components 16-23, 132-137
103-3 Evaluation of the management approach 16-23, 132-137
201-1 Direct economic value generated and distributed 16-23, 120-121, 132-137
201-2 Financial implications and other risks and opportunities due to climate change 71-73
201-3 Defined benefit plan obligations and other retirement plans 327-330
201-4 Financial assistance received from government 112-115
Market 103-1 Explanation of the material topic and its Boundary 80-93
Presence 103-2 The management approach and its components 80-93
103-3 Evaluation of the management approach 80-93
202-1 Ratios of standard entry level wage by gender compared to local minimum wage 80-93
202-2 Proportion of senior management hired from the local community 80-93
Indirect 103-1 Explanation of the material topic and its Boundary 94-105
F:::g::ic 103-2 The management approach and its components 94-105
103-3 Evaluation of the management approach 94-105
203-1 Infrastructure investments and services supported 94-105
203-2 Significant indirect economic impacts 94-105
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GRI Index

Page Number(s) and/or

GRI Standard Disclosure Description URL(s)/Section
Procurement 103-1 Explanation of the material topic and its Boundary 80-93
Practices 103-2 The management approach and its components 80-93
103-3 Evaluation of the management approach 80-93
204-1 Proportion of spending on local suppliers
Anti- 103-1 Explanation of the material topic and its Boundary 112-115
corruption 103-2 The management approach and its components 112-115
103-3 Evaluation of the management approach 112-115
205-1 Operations assessed for risks related to corruption 112-115
205-2 Communication and training about anti-corruption policies and procedures 112-115
205-3 Confirmed incidents of corruption and actions taken 112-115
Anti- 103-1 Explanation of the material topic and its Boundary 112-115
compgtitive 103-2 The management approach and its components 112-115
Behavior
103-3 Evaluation of the management approach 112-115
206-1 Legal actions for anti-competitive behavior, anti-trust, and monopoly practices 420
Energy 103-1 Explanation of the material topic and its Boundary 62-64
103-2 The management approach and its components 62-64
103-3 Evaluation of the management approach 62-64
302-1 Energy consumption within the organization 62-64
302-2 Energy consumption outside of the organization 62-64
302-3 Energy intensity 62-64
302-4 Reduction of energy consumption 62-64
302-5 Reductions in energy requirements of products and services 62-64
Emissions 103-1 Explanation of the material topic and its Boundary 58-62
103-2 The management approach and its components 58-62
103-3 Evaluation of the management approach 58-62
305-1 Direct (Scope 1) GHG emissions 58-62
305-2 Energy indirect (Scope 2) GHG emissions 58-62
305-3 Other indirect (Scope 3) GHG emissions 58-62
305-4 GHG emissions intensity 58-62
305-5 Reduction of GHG emissions 58-62
Effluents 103-1 Explanation of the material topic and its Boundary 62-64
and waste 103-2 The management approach and its components 62-64
103-3 Evaluation of the management approach 62-64
306-1 Waste generation and significant waste-related impacts 62-64
306-2 Management of significant waste-related impacts 62-64
306-3 Waste generated 62-64
306-5 Waste directed to disposal 62-64
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Page Number(s) and/or

GRI Standard Disclosure Description URL(s)/Section
Environmental 103-1 Explanation of the material topic and its Boundary 57
Compliance .

103-2 The management approach and its components 57

103-3 Evaluation of the management approach 57

307-1 Non-compliance with environmental laws and regulations 57
Supplier 103-1 Explanation of the material topic and its Boundary 57
Environmental 103-2 The management approach and its components 57
Assessment

103-3 Evaluation of the management approach 57

308-1 New suppliers that were screened using environmental criteria 57

308-2 Negative environmental impacts in the supply chain and actions taken 57

GRI 400: SOCIAL

Employment  103-1 Explanation of the material topic and its Boundary 80-93
103-2 The management approach and its components 80-93
103-3 Evaluation of the management approach 80-93
401-1 New employee hires and employee turnover 80-93
401-2 Benefits provided to full-time employees that are not provided to temporary or part- 80-93
time employees
401-3 Parental leave 80-93
Labor/ 103-1 Explanation of the material topic and its Boundary 80-93
Mana.gement 103-2 The management approach and its components 80-93
Relations
103-3 Evaluation of the management approach 80-93
402-1 Minimum notice periods regarding operational changes 80-93
Occupational 403-3 Occupational health services 80-93
Health and 403-4 Worker participation, consultation, and communication on occupational health and 80-93
Safety
safety
403-6 Promotion of worker health 80-93
403-7 Prevention and mitigation of occupational health and safety impacts directly linked 80-93
by business relationships
403-10 Work-related ill health 80-93
Trainingand  103-1 Explanation of the material topic and its Boundary 80-93
Education 103-2 The management approach and its components 80-93
103-3 Evaluation of the management approach 80-93
404-1 Average hours of training per year per employee 80-93
404-2 Programs for upgrading employee skills and transition assistance programs 80-93
404-3 Percentage of employees receiving regular performance and career development 80-93
reviews
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Page Number(s) and/or

GRI Standard Disclosure Description URL(s)/Section
Diversity 103-1 Explanation of the material topic and its Boundary 80-93
aorr‘)ifgt:?llity 103-2 The management approach and its components 80-93
103-3 Evaluation of the management approach 80-93
405-1 Diversity of governance bodies and employees 112-115
405-2 Ratio of basic salary and remuneration of women to men 80-93
Non- 103-1 Explanation of the material topic and its Boundary 80-93
discrimination 103-2 The management approach and its components 80-93
103-3 Evaluation of the management approach 80-93
406-1 Incidents of discrimination and corrective actions taken 80-93
Freedom of 103-1 Explanation of the material topic and its Boundary 80-93
Association. 103-2 The management approach and its components 80-93
and Collective
Bargaining 103-3 Evaluation of the management approach 80-93
Child Labor 103-1 Explanation of the material topic and its Boundary 80-93
103-2 The management approach and its components 80-93
103-3 Evaluation of the management approach 80-93
Forced or 103-1 Explanation of the material topic and its Boundary 80-93
(L::tl::r)ulsory 103-2 The management approach and its components 80-93
103-3 Evaluation of the management approach 80-93
Security 103-1 Explanation of the material topic and its Boundary 80-93
Practices 103-2 The management approach and its components 80-93
103-3 Evaluation of the management approach 80-93
410-1 Security personnel trained in human rights policies or procedures 80-93
Human Rights 103-1 Explanation of the material topic and its Boundary 80-93
Assessment 103-2 The management approach and its components 80-93
103-3 Evaluation of the management approach 80-93
412-1 Operations that have been subject to human rights reviews or impact assessments 80-93
412-2 Employee training on human rights policies or procedures 80-93
412-3 Significant investment agreements and contracts that include human rights clauses 80-93
or that underwent human rights screening
Local 103-1 Explanation of the material topic and its Boundary 30-31, 94-105
Communities 103-2 The management approach and its components 94-105
103-3 Evaluation of the management approach 94-105
413-1 Operations with local community engagement, impact assessments, and 94-105
development programs
Supplier 103-1 Explanation of the material topic and its Boundary 80-93
f\::ieaslsment 103-2 The management approach and its components 80-93
103-3 Evaluation of the management approach 80-93
414-1 New suppliers that were screened using social criteria 80-93
414-2 Negative social impacts in the supply chain and actions taken 80-93
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Page Number(s) and/or

GRI Standard Disclosure Description URL(s)/Section
Public Policy 415-1 Political contributions 112-115
Customer 103-1 Explanation of the material topic and its Boundary 70-75
g:fael:l; and 103-2 The management approach and its components 70-75
103-3 Evaluation of the management approach 70-75
Marketing and 103-1 Explanation of the material topic and its Boundary 112-115
Labeling 103-2 The management approach and its components 112-115
103-3 Evaluation of the management approach 112-115
417-1 Requirements for product and service information and labeling 112-115
417-2 Incidents of non-compliance concerning product and service information and 112-115
labeling
417-3 Incidents of non-compliance concerning marketing communications 112-115
Customer 103-1 Explanation of the material topic and its Boundary 112-115
Privacy 103-2 The management approach and its components 112-115
103-3 Evaluation of the management approach 112-115
418-1 Substantiated complaints concerning breaches of customer privacy and losses of 112-115
customer data
Socio- 103-1 Explanation of the material topic and its Boundary 94-105
g%?:;l?;i:ce 103-2 The management approach and its components 94-105
103-3 Evaluation of the management approach 94-105
419-1 Non-compliance with laws and regulations in the social and economic area 94-105

SECTOR STANDARD

Emissions G4-EN15 Direct Greenhouse Gas (GHG) Emissions (Scope 1) 60-63
G4-EN17 Other Indirect Greenhouse Gas (GHG) Emissions (Scope 3) 60-63
Investment G4-HR1 Total number and percentage of significant investment agreements and contracts 64-67
that include human rights clauses or that underwent human rights screening
Local FS13 Access points in low-populated or economically disadvantaged areas by type 6, 138
Communities FS14 Initiatives to improve access to financial services for disadvantaged people 24,105, 138, 140-143
Product FS6 Percentage of the portfolio for business lines by specific region, size (e.g. micro/ 136-143
Portfolio SME/large) and by sector
FS7 Monetary value of products and services designed to deliver a specific social benefit 140-143
for each business line broken down by purpose
FS8 Monetary value of products and services designed to deliver a specific 65-67

environmental benefit for each business line broken down by purpose

For any queries pertaining to this report, contact Nusrat.Pathan@hdfcbank.com or write in at Ms. Nusrat Pathan, HDFC Bank

House, Senapati Bapat Marg, Lower Parel, Mumbai - 400 013. Tel: 022 3976 0000
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Dear Stakeholders,

Your Directors take great pleasure in presenting the 28™
Annual Report on the business and financial operations of your
Bank, together with the audited accounts for the year ended
March 31, 2022.

Like last year, let me start by wishing all of you health and
happiness on behalf of the HDFC Bank family. The entire
world has learnt the importance of this all over again during
the pandemic.

The good news is that the pandemic more or less appears to be
behind us, thanks to the pick-up in the vaccination program rolled
out by the Union Government and the virus mutants being less
and less dangerous. As the shadow over the health of individuals
lifts, the health of the economy has been improving too.

India’s GDP grew by 8.7 per cent in FY 2021-22 compared to
a contraction of 6.6 per cent in FY 2020-21 as per the Central
Statistical Organisation (CSO), surpassing pre-pandemic
levels of output. The biggest drivers of growth were pick up
in investment and exports. Capital expenditure was led by the
Union Government, with the private sector playing a supporting
role. The Government and the RBI also announced a host of
measures to contain the impact of the second wave on domestic
economic activity. This was followed by stepping up allocation
on capital expenditure in the Union Budget for FY 2022-23 by
24.5 per cent to ¥ 7.5 lakh crore.

The economy now faces headwinds from rising inflationary
pressures brought about by supply chain disruptions and
geopolitical tensions, particularly the Ukraine crisis. This can
affect private consumption, lead to reduced profit margins due
to rising input costs and slowdown the recovery in the private
sector capital expenditure cycle.

In an effort to contain inflation, the RBI on May 4, 2022 in an off
cycle announcement, hiked the policy rate by 40 basis points
to 4.4 per cent and increased the Cash Reserve Ratio by 50
basis points to 4.5 per cent. It further hiked the Repo Rate by
another 50 points to 4.90 per cent in the June 8, 2022 Monetary
Policy announcement.
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To sum up, despite the current headwinds, India is expected
to be the fastest growing economy in the world in FY 2022-
23, clocking a 7.3 per cent growth rate, and is well poised to
withstand any external volatility and shocks.

(For more details, please refer to the Macroeconomic and
Industry section on page no. 135)

In spite of the challenges, your Bank continued on its growth
path by conducting its business responsibly and reinforcing its
commitment to the environment and community at large.

Financial Parameters

Your Bank recorded an improvement in a majority of its key
financial parameters, largely due to its prudent credit evaluation
of targeted customers and diversified loan book across
customer segments, products, and sectors. Managing risk-
return decisions with discipline was an important element in
the Bank’s performance. Net Profit at ¥ 36,961.3 crore went up
by 18.8 per cent. Net Interest Income at ¥ 72,009.6 crore rose
11.0 per cent. Net Interest Margin stood at 4.0 per cent. Gross
Non-Performing Assets (NPAs) at 1.17 per cent was among the
lowest in the industry.

GNPA

1.17 per cent

Among the lowest in the industry

Parivartan

Your Bank continued to transform lives through its umbrella CSR
brand, Parivartan, which denotes change.

The Bank believes that businesses can only prosper if the
communities in which they operate prosper as well. This belief
has inspired its social initiatives, which have potentially made a
difference to the lives of over 9.6 crore people, predominantly
in rural India. Driving this change is the Sustainable Livelihood
Initiative (SLI) team, which works on improving livelihood
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opportunities. The ‘Teaching-The-Teacher’ initiative has
impacted over 2 crore students since inception. The Holistic Rural
Development Programme has touched 9.88 lakh households
across more than 3,335 villages. Having an umbrella brand
enables the Bank to lend a sharper focus to these efforts.
Your Directors are also happy to report that your Bank met the
mandatory CSR expenditure through a spend of 736.01 crore.

CSR SPEND

X736.01 crore

in FY 2021-22

For further details on Parivartan please refer to page no. 94.

Summary

The economy recovered in FY 2021-22 and India is
expected to be the fastest growing economy in the world in
FY 2022-23. There are of course inflationary pressures, but the
country has the ability to absorb these and the uncertainties
brought about by geopolitical issues. In the long run, the market
presents tremendous opportunities given the sheer level of
under penetration of banking services in the country. Your Bank
is well positioned to capitalise on these opportunities given the
strength of its franchise. It has geared up for the years ahead
through its Future Ready Strategy. This can be envisaged as 10
strategic pillars backed by key enablers to catalyse, create and
capture the next wave of growth. (To know more about this
please refer to page no. 32)

Your Bank is also poised to make a greater contribution to
bridge the urban-rural divide through both its business and
social activities and help build a country where more can
prosper together.

This will, of course, not be possible without the contribution of
the ever-growing family of over two lakh employees (including
those of the subsidiaries) across the country, who remain at the
forefront of taking your Bank forward every day. In the previous
two financial years, which were characterised by the pandemic,
our colleagues went beyond the call of duty to keep the bank
functioning. Many of them soldiered on despite the loss of loved
ones. We also lost some colleagues during the pandemic.

While we structured and delivered a compassion package to
the families of the deceased, no word or action can adequately
CONvey our SOrrow.

Your Directors would also like to place on record that we did
not reduce salaries during this trying period. Your Bank paid
bonuses and increments on time in the year under review and
followed the normal promotion cycle. It is doing the same this
year as well.

Mission and Strategic Focus

Your Bank’s mission is to be a ‘World-Class Indian Bank’. Its
business philosophy is based on five core values: Customer
Focus, Operational Excellence, Product Leadership, People
and Sustainability. Sustainability should be viewed in unison with
Environmental, Social and Governance performance. As a part
of this, your Bank, through its umbrella CSR brand Parivartan,
seeks to bring about change in the lives of communities mainly
in rural India.

During the year under review, the Bank did not lose its human
touch but continued building sound customer franchises across
distinct businesses to achieve healthy growth in profitability
consistent with your Bank’s risk appetite.

In line with the above objective, the Bank aims to take digitalisation
to the next level to:

o Deliver superior experience and greater convenience
to customers

e Increase market share in India’s growing banking and
financial services industry

e  Expand geographical reach
e  Cross-sell the broad financial product portfolio

e  Sustain strong asset quality through disciplined credit
risk management

° Maintain low cost of funds

Your Bank remains committed to the highest levels of ethical
standards, professional integrity, corporate governance, and
regulatory compliance, which is articulated in its Code of
Conduct. Every employee affirms to abide by the Code annually.
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Summary of Financial Performance

[ crore)
For the year ended/As on
Particulars
March 31, 2022 March 31, 2021
Deposits and Borrowings 1,744,034.6 1,470,547.5
Advances 1,368,820.9 1,132,836.6
Total Income 157,263.0 146,063.1
Profit Before Depreciation and Tax 50,615.3 42,961.4
Profit After Tax 36,961.4 31,116.5
Profit Brought Forward 73,652.8 57,492.4
Total Profit Available for Appropriation 110,614.1 88,608.9
Appropriations
Transfer to Statutory Reserve 9,240.3 7,779.1
Transfer to General Reserve 3,696.1 3,111.6
Transfer to Capital Reserve 666.5 2,291.7
Transfer to / (from) Investment Reserve 233.1 61.7
Transfer to / (from) Investment Fluctuation Reserve = 1,712.0
Dividend pertaining to previous year paid during the year 3,592.4 -
Balance carried over to Balance Sheet 93,185.7 73,652.8

Dividend

The Board of Directors of the Bank, at its meeting held on April 23, 2022, has recommended a dividend of ¥ 15.50 (Fifteen Rupees
Fifty Paise only) per equity share of ¥ 1/- (Rupee 1 only) each, for the financial year ended March 31, 2022. This translates to a
Dividend Payout Ratio of 23.28 % of the profits for the financial year ended March 31, 2022.

In general, your Bank’s dividend policy, among other things, balances the objectives of rewarding shareholders and retaining capital
to fund future growth. It has a consistent track record of dividend distribution, with the Dividend Payout Ratio ranging between 20
per cent and 25 per cent, which the Board endeavours to maintain.

The dividend policy of your Bank is available on your Bank’s website:
https://vi.hdfcbank.com/htdocs/common/pdf/corporate/Dividend-Distribution-Policy.pdf

Ratings

Instrument Rating Rating Agency Comments

Fixed Deposit Programme CARE AAA (FD)  CARE Ratings Instruments with this rating are considered to have the highest degree
of safety regarding timely servicing of financial obligations. Such
instruments carry the lowest credit risk.

IND tAAA India Ratings Instruments with this rating are considered to have the highest degree
of safety regarding timely servicing of financial obligations. Such
instruments carry the lowest credit risk.

Certificate of Deposits CARE A1+ CARE Ratings Instruments with this rating are considered to have very strong degree
Programme of safety regarding timely payment of financial obligations. Such
instruments carry the lowest credit risk.

IND A1+ India Ratings Instruments with this rating are considered to have very strong degree
of safety regarding timely payment of financial obligations. Such
instruments carry the lowest credit risk.

Long Term Unsecured, CARE AAA CARE Ratings Instruments with this rating are considered to have the highest degree
Subordinated of safety regarding timely servicing of financial obligations. Such
(Lower Tier 2) Bonds instruments carry the lowest credit risk.

IND AAA India Ratings Instruments with this rating are considered to have the highest degree

of safety regarding timely servicing of financial obligations. Such
instruments carry the lowest credit risk.
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Instrument Rating Rating Agency

Comments

Infrastructure Bonds CARE AAA CARE Ratings

Instruments with this rating are considered to have the highest degree
of safety regarding timely servicing of financial obligations. Such
instruments carry the lowest credit risk.

CRISIL AAA CRISIL

Instruments with this rating are considered to have the highest degree
of safety regarding timely servicing of financial obligations. Such
instruments carry the lowest credit risk.

Additional Tier | Bonds (Under CARE AA+

Basel Ill)

CARE Ratings

Instruments with this rating are considered to have high degree
of safety regarding timely servicing of financial obligations. Such
instruments carry very low credit risk.

CRISIL AA+ CRISIL

Instruments with this rating are considered to have high degree
of safety regarding timely servicing of financial obligations. Such
instruments carry very low credit risk.

IND AA+ India Ratings

Instruments with this rating are considered to have high degree
of safety regarding timely servicing of financial obligations. Such
instruments carry very low credit risk.

Tier Il Bonds CARE AAA

(Under Basel Ill)

CARE Ratings

Instruments with this rating are considered to have the highest degree
of safety regarding timely servicing of financial obligations. Such
instruments carry the lowest credit risk.

CRISIL AAA CRISIL

Instruments with this rating are considered to have the highest degree
of safety regarding timely servicing of financial obligations. Such
instruments carry the lowest credit risk.

Issuance of Equity Shares and Employee Stock
Option Scheme (ESOP)

As on March 31, 2022, the issued, subscribed and paid up
capital of your Bank stood at ¥ 5,545,540,976/- comprising
5,545,540,976 equity shares of % 1/- each. Further, 32,764,494
equity shares of face value of ¥ 1/- each were issued by your Bank
pursuant to the exercise of Employee Stock Options (ESOPs).
(For information pertaining to ESOPs, please refer Annexure 1
of the Directors’ Report).

Capital Adequacy Ratio (CAR)

As on March 31, 2022, your Bank’s total CAR, calculated as
per Basel lll Regulations, stood at 18.9 per cent, well above the
regulatory minimum requirement of 11.70 per cent, including a
Capital Conservation Buffer of 2.50 per cent and an additional
requirement of 0.20 per cent on account of the Bank being
identified as a Domestic Sytemically Important Bank. Tier |
Capital was at 17.9 per cent as of March 31, 2022.

TOTAL CAR

18.9 per cent

well above regulatory minimum requirement of 11.70 per
cent

Management Discussion and Analysis

Macroeconomic and Industry Developments

The Indian economy expanded in FY 2021-22, surpassing
pre-pandemic levels of output. As per the Central Statistical
Organisation, GDP grew by 8.7 per cent compared with a
contraction of 6.6 per cent in FY 2020-21. Growth was supported

by reopening of the economy and a pick-up in the vaccination
rate. Private consumption recovery picked up pace (registered
a growth of 7.9 per cent in FY 2021-22) and rose above pre-
pandemic levels. The biggest support came from a pick-up
in investment (supported by Government capital expenditure
and some revival in private capital expenditure) and strong
export growth.

In addition, both the Central Government and the RBl announced
a host of measures to contain the impact of the second wave
on domestic economic activity. The Government focused on
providing relief and credit flow to small business, health, tourism
sectors and other service sectors that were affected by the
pandemic. On the monetary policy side, the RBI kept its stance
accommodative and policy rates unchanged at 4.0 per cent
in FY 2021-22 and announced measures to provide liquidity
support. Some of the measures included extension of Targeted
Long Term Repo Operations (TLTRO), providing on-tap liquidity
window for contact intensive sectors, and extension of priority
sector lending.

Economic activity is poised to gain further momentum in FY 2022-
23 supported by a recovery in consumption, continued rise in
exports and a push through Government capital expenditure. In
the Union Budget for FY 2022-23, the Government increased
its allocation on capital expenditure by 24.5 per cent (from
FY 2021- 22 Revised Estimates) to % 7.5 lakh crore. In addition,
it announced measures in the Union Budget for FY 2022-23
such as extension of credit guarantee scheme by a year and
an increase in guaranteed amount earmarked for the hospitality
sector. This was to address the sectors worst affected by
the pandemic.
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However, recent geopolitical tensions do present some
headwinds for the growth outlook. Higher crude oil prices and
resulting higher fuel and transportation costs are likely to weigh
on private consumption. In addition, higher input costs are likely
to put stress on profit margins and could slow down the recovery
in the private capex cycle. Moreover, lower global growth (due
to a slowdown in China and geopolitical tensions) could have a
bearing on India’s export demand. The International Monetary
Fund expects the world economy to grow at a slower pace of 3.6
per cent in 2022 from 6.1 per cent in 2021. On balance, India’s
GDP growth is expected to rise by 7.3 per cent in FY 2022-23,
making it the fastest growing economy in the world. External
stability related indicators (short-term debt, Forex reserves, FDI
flows) show that India is better positioned than the 2013 taper
tantrum episode to withstand shocks.

Besides growth, geopolitical tensions and lingering supply side
disruptions are likely to weigh on domestic retail inflation as well.
CPI headline inflation rose to an 8-year high of 7.8 per cent in
April-22 (vs. 6.95 per cent in March-22) led by a broad-based
increase in food prices, which rose to a 17-month high, fuel and
core inflation (CPI excluding food and fuel). Core inflation rose
to around 8-year high of 7.0 per cent in Apr-22. Going forward,
CPI inflation is expected to average at 7.3 per cent in H1 FY23
and ease to 6.2 per cent in H2 FY23 assuming crude oil prices
average at USD 105 pbl in FY23. For the full FY23, CPI infation
is expected to average at 6.7 per cent, assuming a normal
monsoon, some moderation in global commodity prices in H2,
and elevated services inflation. Support from recently announced
excise duty cuts on petrol and diesel is likely to be offset by some
pass through of high crude oil prices to pump prices by Oil
Marketing Companies to cover up their under recoveries.

To rein in elevated inflation amid Russia-Ukraine crisis, the RBI
raised rate by 40 bps in an off-cycle meeting on 4" May 2022
and delivered another rate hike of 50 bps in its June 2022 policy,
taking the repo rate to 4.9%. The central bank justified its rate
action as a step to control the second-round impact of inflationary
pressures and an effort to anchor inflation expectations. The RBI
raised its inflation forecast by 100 bps to 6.7% for FY23. On the
liquidity front, the central bank reiterated that it would provide
enough liquidity in the system --- balancing any change due to
its FX operations, Government spending or seasonality - in a
manner that the normalization is non-disruptive for growth. The
average liquidity in the system as of May 2022 stood at INR 5.2
lakh crore. The MPC voted to remain focused on withdrawal
of accommodation in a calibrated fashion to ensure inflation
remains within the RBI’'s upper band while supporting growth.
The RBI dropped the phrase “remain accommodative” from
its stance. RBI’'s concern about the broad-based nature of the
increase in inflation and the risk of the second-round impact on
inflation expectations makes a case for an aggressive path by the
central bank going forward. The policy rate is likely to be raised
well beyond the pre-pandemic level, close to 5.75-6% by fiscal
year-end. (HDFC Bank expectations).
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Overall, the Indian economy recovered from the impact of the
pandemic in FY 2021-22 and is estimated to be the fastest
growing economy in the world in FY 2022-23. Though there are
new headwinds that could cloud the economic outlook, India is
better positioned (as gauged by external indicators) to withstand
extreme volatile episodes/shocks.

Financial Performance

The financial performance of your Bank during the year ended
March 31, 2022, remained healthy with Total Net Revenue
(Net Interest Income plus Other Income) rising 12.7 per cent
to ¥ 101,519.5 crore from % 90,084.5 crore in the previous year.
Revenue growth was driven by an increase in both Net Interest
Income and Other Income. Net Interest Income grew by 11.0
per cent to ¥ 72,009.6 crore coupled with a Net Interest Margin
(NIM) of 4.0 per cent.

TOTAL NET REVENUE

12.7 per cent growth

Other Income grew by 17.1 per cent to ¥ 29,509.9 crore. The
largest component was Fees and Commissions at ¥ 19,536.6
crore. Gain on Revaluation and Sale of Investments was
¥ 2,282.6 crore. Foreign Exchange and Derivatives Revenue
was ¥ 3,907.9 crore, and recoveries from written-off accounts
were X 2,765.1 crore.

The outbreak of the COVID-19 pandemic had led to a nation-
wide lockdown in April-May 2020. This was followed by localised
lockdowns in areas with a significant number of COVID-19
cases. Following the easing of lockdown measures, there was
an improvement in economic activity in the second half of fiscal
2021. Since then, India experienced two waves of the COVID-19
pandemic following the discovery of mutant coronavirus variants,
leading to the reimposition of regional lockdowns which were
subsequently lifted. The impact of COVID-19, including changes
in customer behaviour and pandemic fears, as well as restrictions
on business and individual activities, led to significant volatility in
global and Indian financial markets and a significant decrease in
global and local economic activities. The disruptions following
the outbreak impacted loan originations, the sale of third-party
products, the use of credit and debit cards by customers and the
efficiency in collection efforts resulting in increase in customer
defaults and consequent increase in provisions there against.
India is emerging from the COVID-19 pandemic. The extent
to which any new wave of COVID-19 will impact the Bank's
results will depend on ongoing as well as future developments,
including, among other things, any new information concerning
the severity of the COVID-19 pandemic, and any action to contain
its spread or mitigate its impact whether Government-mandated
or elected by us.
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Operating (Non-Interest) Expenses rose to ¥ 37,442.2 crore NET PROFIT
from ¥ 32,722.6 crore. During the year, your Bank set up 734 H
new branches and 2,043 ATMs / Cash Deposit and Withdrawal 1 88 per Cent INcrease
Machines (CDMs). This, along with higher spend on IT, resulted in in FY 2021-22

higher infrastructure and staffing expenses. Staff expenses also
went up due to employee additions and annual wage revisions.
Further, Deposit Insurance and Credit Guarantee Corporation
(DICGC) premium cost increased due to deposit growth and rate
increase. Despite higher staff and infrastructure expenses, the
Cost to Income Ratio was 36.9 per cent as compared to 36.3
per cent during the previous year.

NEW BRANCHES

734

in FY 2021-22

Total Provisions and Contingencies were ¥ 15,061.8 crore as
compared to ¥ 15,702.8 crore in the preceding year. Your Bank’s
provisioning policies remain more stringent than regulatory
requirements. Total provisions for the fourth quarter of the
financial year included credit reserves in the form of contingent
provisions of approximately ¥ 1,000.0 crore.

The Coverage Ratio based on specific provisions alone excluding
write-offs was 72.7 per cent and including general, floating and
contingent provisions was 182.3 per cent. Your Bank made
General Provisions of ¥ 1,257.9 crore during the year. Gross
Non-Performing Assets (GNPAs) were at 1.17 per cent of Gross
Advances, as against 1.32 per cent in the previous year. Net
NPA ratio stood at 0.32 per cent as against 0.40 per cent in the
previous year.

Profit Before Tax grew by 17.1 per cent to ¥ 49,015.4 crore. After
providing for Income Tax of ¥ 12,054.1 crore, Net Profit increased
by 18.8 per cent to ¥ 36,961.3 crore from ¥ 31,116.5 crore. Return
on Average Net Worth was 16.90 per cent while Basic Earnings
Per Share was % 66.80 up from % 56.58.

As on March 31, 2022, your Bank’s Total Balance Sheet stood at
¥ 2,068,535 crore, an increase of 18.4 per cent over X 1,746,871
crore on March 31, 2021. Total Deposits rose by 16.8 per cent
to ¥ 1,559,217 crore from ¥ 1,335,060 crore. Savings Account
Deposits grew by 26.8 per cent to ¥ 511,739 crore while Current
Account Deposits rose by 12.8 per cent to ¥ 239,311 crore. Time
Deposits stood at ¥ 808,168 crore, representing an increase of
12.3 per cent. CASA Deposits accounted for 48.2 per cent of Total
Deposits. Advances stood at ¥ 1,368,821 crore, representing an
increase of 20.8 per cent. Domestic Loan Portfolio of ¥ 1,337,504
crore grew by 20.3 per cent over March 31, 2021.

Business Review

Your Bank’s operations are split into Domestic and International.

A) Domestic Business comprises the following:
Retail Banking

The Retail Business operated under challenging circumstances
in the year under review but these were less pronounced
compared with the previous year. This business is directly
linked to consumption, which slowed down in general during
the lockdown. The lockdown was less severe in the year under
review and as the unlock gathered momentum, the business
too gained momentum with Domestic Retail Advances rising
by 13.7 per cent.

Domestic Retail Deposits grew by 18.5 per cent to ¥ 1,262,093
crore from ¥ 1,064,684 crore in the preceding year, while
Retail Advances rose 13.7 per cent to ¥ 599,608 crore from
% 527,586 crore.

Personal Loans continue to exhibit strong growth with overall
portfolio reaching ¥ 1,40,000 crore at the end of the year.
A greater focus on the Government segment as well as top
corporates resulted in improved portfolio quality.

This year, your Bank maintained leadership position in Auto
Loan segment, which underwent supply chain constraints, by
outpacing industry growth, thus increasing marketshare and
crossing ¥ 100,000 crore.

There is continued focus on digitalising processes and customer
touchpoints to better your Bank’s reach. After the great success
of Personal Loan in 10 Seconds, Digital Loan Against Shares
and Digital Loan against Mutual Funds, the Bank has recently
launched an end-to-end digital car loan process (Application
to Disbursement). This is an industry first car loan process with
a completely digital, contactless and paperless experience,
wherein New to the Bank customers can avail disbursement
within 30 Minutes (which includes Video KYC Process) and
existing pre-approved customers can get loan disbursement in
10 seconds.

The Payments Business, where your Bank has a strong
presence not only acts as a catalyst for cashless transactions
but also spurs consumption. With 4.30 crore debit cards, 1.65
crore credit cards and about 28.94 lakh acceptance points, it
is among the largest facilitators of cashless payments in the
country. Your Bank’s payments business has launched digital
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offerings such as Bharat QR Code, UPI, and SMS pay solutions.
It has also pioneered products such as the SmartHub app for
small merchants and DigiPos, which enables traditional PoS
machines to accept digital payments.

RBI, through its order dated December 2, 2020, advised
your Bank to immediately (i) stop sourcing of new credit card
customers and (i) stop all launches of digital business generating
activities planned under program Digital 2.0.

RBI lifted the restrictions on new credit card acquisitions in
August 2021 followed by the removal of the embargo on the
Digital 2.0 program in March 2022.

The Bank has since been working on the following four pillars:
making credit cards more powerful and customer focused,
entering into strategic alliances and forging partnerships,
enhancing focus on customers’ experience and complaints and
digitalising the user journeys

CREDIT CARDS IN FORCE

1.65

crore

The Virtual Relationship Management practice is an integrated
customer centric approach covering three pillars - Virtual
Relationships, Virtual Sales and Virtual Care. A banking
experience with digital ease and personalised conversations is
at the core of our VRM strategy. As digital or contactless banking
became a necessity during the pandemic, this programme gained
further traction in the year under review. Under VRM, relationship
managers reach out to customers through remote and digital
platforms resulting in deeper and cost effective engagement.
As digital literacy and exposure increases exponentially, VRMs
are gaining wider acceptance through deeper engagement and
relationships backed by a strong product offering.

Meanwhile, your Bank also added 734 branches during the
year, taking the total to 6,342. As of March 31, 2022, the Bank’s
distribution network was at 6,342 branches and 18,130 ATMs /
Cash Deposit & Withdrawal Machines (CDMs) across 3,188 cities
/ towns as against 5,608 branches and 16,087 ATMs / CDMs
across 2,902 cities / towns as of March 31, 2021. Fifty per cent of
our branches are in semi-urban and rural areas. In addition, the
Bank has 15,341 business correspondents, which are primarily
manned by Common Service Centres (CSCs). The total number
of customers your Bank catered to as on March 31, 2022 was
over 7.10 crore, up from over 6.18 crore in the previous year.

As you are aware, your Bank operates in the Home Loan Business
in conjunction with HDFC Limited. As per this arrangement, your
Bank sells HDFC home loans while HDFC Limited approves and
disburses them. Your Bank receives sourcing fee for these loans
and as per the arrangement, has the option to purchase up to 70
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per cent of fully disbursed loans either through the issuance of
mortgage-backed Pass Through Certificates (PTCs) or a direct
assignment of loans. The balance is retained by HDFC Limited.
Your Bank originated, on an average ¥ 3,550 crore of home loans
every month in the year under review and purchased % 28,205
crore as direct assignment of loans.

Third Party Products

Your Bank distributes Life, General and Health Insurance, and
Mutual Funds (third party products). Income from this business
grew by 24 per cent to T 4,422 crore from ¥ 3,573 crore and
accounted for 23 per cent of Total Fee Income in the year ended
March 31, 2022, compared with 22 per cent in the preceding year.

Life Insurance

The open architecture adopted by your Bank for insurance
distribution with eight insurers was made more robust through
enhancements in digital journeys and product innovation with all
the partners. End- to-end solicitation journey for all the products
offered is now seamlessly integrated between the Bank and
insurance partners. More than 50 products are available for
solicitation on HDFC Bank NetBanking platform - which now
contributes almost 50 per cent of the total policies. Premium
mobilisation in Life Insurance for the year ended March 31, 2022
was % 6,819 crore.

Non-Life Insurance

In the Non-Life insurance space, your Bank along with its
insurance partners, introduced new and innovative products
and increased customer offerings with an objective of providing
wider health insurance coverage during the pandemic. All the
products offered are enabled through NetBanking and tele-
sales platforms. Employees across channels have been trained
on the new products and processes. Manpower has been
strengthened across Non-Life insurers to increase our business
in the health insurance space keeping the customer requirement
in mind. Premium mobilisation in General and Health Insurance
stood at ¥ 2,270 crore as of March 31, 2022.

Mutual Funds

Your Bank adopts an open architecture in Mutual Funds
distribution as well and distributes funds of 35 Asset Management
Companies (AMCs) with continued focus on digital journeys
which enables customers to register for an online Investment
Services Account (ISA); 85 per cent of ISAs are now opened
through digital mediums. AUM of the Bank grew by 22.7 per cent
to ¥ 92,479 crore for the year ended March 31, 2022.

Wealth

The Private Banking Group was rebranded as HDFC Bank
Wealth with a focussed strategy to reach out to Super Affluent
and Mass Affluent Customers in B30 cities in addition to the
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current setup in metros. In the year under review, the business
has expanded to 67 new locations and is now catering to 216
cities with 46 per cent increase in total families managed and total
Assets under management of Rs. 4.11 lakh crores. Your bank
is on track to reach 800+ locations by the end of this financial
year through a hub and spoke model. Your bank is currently
ranked 2" amongst distributors in terms of distributor managed
Mutual Fund Assets under management with market share of 4
per cent. The business has been ranked No. 1 in Mass Affluent
(US$100K to US$5m) Category by Euromoney Private Banking
& Wealth Management Survey 2022 in addition to receiving
prestigious awards like Best Private Bank in India by Global
Private Banking Awards 2021 and Best Bank for Succession
Planning by Asiamoney Asia Private Banking Awards 2021.

Our dedicated service team for Wealth Clients ensures that
we deliver on our Service First philosophy. Further, to ensure
transition from transactional approach of wealth management to
client centric portfolio management approach, your bank tracks
the Annual Recurring Revenue (ARR) of its Wealth business
as a key metric of client retention. Your bank has an open
architecture framework across investment products to ensure
that the recommended investment options are based on robust
quantitative and qualitative evaluation model re-accentuating
our customer centricity. Your bank is developing a mobile first
Wealth application that will leverage on advanced analytics and
intuitive client experience/ journeys to provide differentiated
wealth solutions across customer segments. The digital platform
will focus on agile digital journeys and personalisation to cater
to customers across the country. The goal is to deliver a highly
personalised experience that democratises wealth management
and makes it accessible for all our customers.

Wholesale Banking

The Wholesale Banking business was a key growth engine for
your Bank in the year under review. This business focuses on
institutional customers such as the Government, PSUs, large and
emerging corporates, and SMEs. Your Bank’s strong offerings
include working capital and term loans, as well as trade credit,
cash management, supply chain financing, foreign exchange,
and investment banking services.

The Wholesale Banking business recorded healthy growth,
ending FY 2021-22 with a domestic loan book size of ¥ 737,896
crore, recording a growth of 26.4 per cent over the year earlier.
This constituted about 55 per cent of your Bank’s domestic
loans as per Basel Il classification. Your Bank was able to
expand its share of the customer wallet, primarily using sharper
customisation, cross-selling and expanding into greater
geographies. And continuing to lend during the pandemic while
being prudent.

Corporate Banking, which focuses on large, well-rated
companies, continued to be the biggest contributor to Wholesale
Banking in terms of asset size. It was able to do so as it was
armed with sufficient cash due to its strong capital base and
balance sheet.

In Corporate banking, your Bank refocused on its engagement
with MNCs. This business also continued to capitalise on the
trend of large companies preferring to deal with fewer banks.
Your Bank deepened its existing relationships as well as
gained market share by leveraging its wide product offering.
This business supported customer requirements under
the Production Linked Incentive Scheme. The Emerging
Corporates Group, which focuses on the mid- market segment,
too witnessed significant growth. Your Bank leveraged its
vast geographical reach, technology backbone, automated
processes, suite of financial products and quick turnaround
times to offer a differentiated service, which has resulted in new
customer acquisitions as well as a higher share of the wallet from
existing customers. The business continues to have a diversified
portfolio in terms of both industry and geography.

In the year under review, the Bank continued its focus on the
MSME sector. There has already been increased formalistion/
digitalisation of the MSME sector due to the adoption of the
Goods and Service Tax (GST). The COVID-19 pandemic led to
the sector experiencing substantial stress, prompting the Union
Government to identify it for special support through various
schemes like Moratorium, ECLGS, ECLGS Extension and COVID
support loans. Your Bank supported its customers during this
period by participating in the Government schemes.

The Investment Banking business further cemented its
prominent position in the Debt Capital Markets, Equity Capital
Markets and INR Loan Syndication. Your Bank maintained its
position amongst the top 3 in the Bloomberg rankings of Rupee
Bond Book Runners for FY 2021-22, with a market share of
14.42 per cent. Your Bank is actively assisting clients in equity
fund raising and was ranked 5" in the PRIME Database League
Tables for IPOs and Rights Issues for FY 2021-22 for private
sector issues against 9" for FY 2020-21. Your Bank is ranked
2" in the Bloomberg rankings of Syndicated INR term loans
for FY 2021-22, with a market share of 11.32 per cent against
ranking of 3" for FY 2020-21.

In the Government business, your Bank sustained its focus on tax
collections, collecting direct tax (CBDT) of Rs 4,08,869.61 crore
and Indirect tax (CBIC+ GST) of over Rs 2,24,712.76 crore during
FY 2021-22. It continues to enjoy a pre-eminent position among
the country’s major stock and commodity exchanges in both
Cash Management Services and Cash Settlement Services.

Your Bank has been a pioneer in providing Digital Banking
Services to its wholesale banking customers. It was an early
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adopter of digital technology through the Corporate Net Banking
Platform, ENet. It has now launched an upgraded Corporate
Internet Banking Platform CBX which offers a better UI/UX and
richer dashboard. New customers will be onboarded on this and
existing customers will be migrated to this platform.

The bank has introduced a unique Supply Chain digital platform
that allows its corporate clients and their supply chain network
consisting of dealers, vendors, and corporate customers to
connect seamlessly with the bank’s system. The platform is
designed to provide a convenient, easy to use and efficient
interface across all supply chain products for all members of
the supply chain thus enhancing customer experience.

Your Bank offers the entire gamut of financial services, such as
payments, collection, tax solutions, Government business, trade
finance services, cash management solutions and corporate
cards through its flagship platform, besides seamlessly
connecting its customers through API, S2S (Server to Server)
and Host-to-Host services.

Treasury

The Treasury is the custodian of your Bank’s cash/liquid assets
and handles its investments in securities, foreign exchange
and cash instruments. It manages the liquidity and interest rate
risks on the balance sheet and is also responsible for meeting
reserve requirements. The vertical also helps manage the
treasury needs of customers and earns a fee income generated
from transactions customers undertake with your Bank while
managing their foreign exchange and interest rate risks.

Revenue accrues from spreads on customer transactions based
on trade and remittance flows and demonstrated hedging needs.
Your Bank recorded revenue of ¥ 3,907.9 crore from foreign
exchange and derivative transactions in the year under review.
While plain vanilla forex products were in demand across all
customer segments, demand for derivatives products increased
with the RBl liberalizing regulations and allowing Indian banks to
participate in Non-Deliverable Offshore markets.

As part of its prudent risk management, your Bank enters into
foreign exchange and derivatives deals with counterparties after
it has set up appropriate credit limits based on its evaluation of
the ability of the counterparty to meet its obligations. Where
your Bank enters into foreign currency derivatives contracts
not involving the Indian Rupee with its customers, it typically
lays them off in the inter-bank market on a matched basis. For
such foreign currency derivatives, your Bank primarily carries
the counterparty credit risk (where the customer has crystallised
payables or mark-to-market losses) and may carry only residual
market risk, if any. Your Bank also deals in derivatives on its own
account, including for the purpose of its own Balance Sheet
risk management.
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Your Bank maintains a portfolio of Government Securities in
line with the regulatory norms governing the Statutory Liquidity
Ratio (SLR). A significant portion of these SLR securities are in
‘Held-to- Maturity’ (HTM) category, while some are ‘Available for
Sale’ (AFS). Your Bank is also a primary dealer for Government
Securities. As a part of this business, your Bank holds fixed
income securities as ‘Held for Trading’ (HFT).

In the year under review, your Bank continued to be a significant
participant in the domestic exchange and interest rate markets. It
also capitalised on falling bond yields to book profits and is now
looking at tapping opportunities arising out of the liberalisation
in the foreign exchange and interest rate markets.

B) International Business

During the year, your Bank stayed on course to cater to NRI
clients and deepen its product and service proposition. Your
Bank has global footprints by way of representative offices and
branches in countries like Bahrain, Hong Kong, the UAE and
Kenya. It also has a presence in International Financial Service
Centre (IFSC) at GIFT City in Gandhinagar, Gujarat.

The Bank’s product strategy in International Markets is customer
centric and it has products to cater to client needs across asset
classes. Your Bank now has plans to extend the product offering
from GIFT City Branch under Liberalized Remittance Scheme to
Resident and Non Resident clients.

As on March 31, 2022, the Balance Sheet size of International
Business was US$ 7.66 billion. Advances constituted 3.12% of
the Bank’s gross advances. The Total Income contributed by
Overseas Branches constituted 0.55% of Bank’s Total Income
for the year.

INTERNATIONAL BUSINESS

US $ 7.6 + billion

Balance Sheet

C) Partnering with the Government
Government and Institutions Business

The past year has been momentous for the Government and
Institutions Business vertical in your Bank. Some key Highlights
for your Bank include:

1. Declared the single largest collector of direct taxes by the
Controller General of Accounts, Government of India in
FY 2020-21

2. Received mandates and began collecting customs duty

3. Received mandates from the Railways Board for e-freight
collections, and pension business
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4. Integrated with Government of India’s e-National
Agricultural Marketplace

5. Enabled more than 90,000 MSMEs to be eligible to transact
on the Government e-marketplace

6. Processed more than 130 million transactions using
Government of India’s Public Financial Management
System to transfer funds to beneficiaries

7. Processed about 26% of the funds flowing from the Central
Government to the states for development programs under
the aegis of the Centrally sponsored schemes, Central
sector schemes, and 15" Finance Commission

8. Received collection mandates from the following two state
Governments — Rajasthan and Himachal Pradesh

D) Semi-Urban and Rural

The Semi-urban and Rural markets have always been a focus of
your Bank’s strategy. In the last few years, your Bank has made
arenewed push into the Semi-urban and rural markets as rising
income levels and aspirations of rural customers are leading to
demand for better quality financial products and services. The
rural groups in every department of your Bank work together to
tap these opportunities.

Apart from meeting its statutory obligations under PSL (Agri &
Allied activities, Small and Marginal Farmers and weaker sections
etc), your Bank has been offering a wide range of products on
the asset side, such as auto, two-wheeler, personal, gold, Light
Commercial Vehicle (LCV), small shopkeeper loans in these
markets. Now it plans to increase its coverage of villages and
deepen relationships in existing ones. The semi-urban and rural
push has been backed by the Bank’s digital strategy.

Your Bank’s operations in Semi-urban and Rural locations are
explained below:

Agriculture and Allied Activities

Your Bank’s assets in Agriculture & Allied activities stood at
%134,487.50 crore as on March 31, 2022.

In general, the key to your Bank’s success in the existing market
is its ability to tap the opportunities through:

- Wide product range
- Faster turnaround time
- Digital solutions

The Bank’s product range includes pre-and post-harvest
crop loans, farm development/investment loans, two- wheeler
loans, auto loans, tractor loans, small agri business loans, loan
against gold, among others. This has helped the Bank establish
a strong footprint in the rural hinterland with its asset products.

Apart from advising farmers on their financial needs, your Bank
is increasingly focusing on facilitating various Government/
Regulatory schemes and non-crop segment covering agri allied
and small agri business enterprises including rural MSMEs.

Your Bank has designed a range of crop and geography-
specific products in line with the harvest cycles and the local
needs of farmers across diverse Agro-climatic zones. It has
transformed rural banking services from being product centric
to customer centric.

Products such as post-harvest cash credit and warehouse
receipt financing enable faster cash flows to farmers. Credit
is also offered for allied agricultural activities such as dairy,
pisciculture, and sericulture.

Participation in Government Schemes

As a part of Atmanirbhar Bharat Abhiyan, to give a fillip to the
Indian economy and to make every Indian citizen self-reliant, the
Government of India has announced several schemes/enablers
across several sectors, more particularly in the agriculture sector.

Your Bank is implementing almost all such initiatives/schemes
targeting multiple stakeholders of the agri ecosystem.

Agricultural Infrastructure Fund (AIF) Scheme: Through
this scheme the Bank is offering medium to long-term debt
facility for investment in viable projects pertaining to post harvest
management, infrastructure development such as construction
of warehouses/silos.

Your Bank has actively participated in agri infrastructure
campaigns conducted by PMU, AIF (Ministry of Agriculture) and
stood #1 amongst private sector Banks. As on March 31, your
Bank has sanctioned ¥ 427 crore covering 298 projects.

Farmer Produce Organisations (FPOs): Leveraging the
Government scheme for formation and promotion of 10k new
FPOs (Credit guarantee is available from SFAC/NABARD), your
Bank is funding eligible FPOs for working capital and term loan
requirements. Through this initiative, your Bank will be able to
reach a larger number of small and marginal farmers.

Pradhan Mantri Formalisation of Food and Micro
Enterprises (PMFME): Your Bank is actively implementing the
scheme and passing the benefits to all eligible borrowers in the
food processing sector.

Other Agri schemes include Agri Marketing Infrastructure Fund,
Animal Husbandry Infrastructure Fund, Pradhan Mantri Kisan
Urja Suraksha evam Utthaan Mahabhiyan (PMKUSUM), Mission
for Integrated Development of Horticulture (MIDH) as well as
state specific Government schemes.

Your Bank’s focus in the rural markets has not just been on
increasing credit offtake, but also on cementing relationships
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with customers by empowering them. As part of these efforts,
farmer centres or Kisan Dhan Vikas Kendras have been rolled
out in Punjab, Maharashtra, Uttar Pradesh and Madhya Pradesh.
At these centres, farmers access information on soil health,
mandi prices, and various Government initiatives and also receive
expert advice. Moreover, these services are also available on
the Bank’s website in vernacular languages. Kisan Dhan Vikas
e-Kendra is one of its kind in the Banking Industry to reach out
to farmers as a one-stop solution for all their requirements viz.
loan eligibility, online application facility, training though kiosks,
call an expert facility, soil testing and much more. Your Bank
also provides advisory on weather, cropping and harvesting
through SMS.

In line with this, the Bank also launched the e-KISAN Dhan
app, a unique digital app for the rural/farming community.
This is an exclusive mobile app for all rural banking and agriculture
information needs from HDFC Bank.

This app aggregates crucial information required by the farmers.
There have been about 100,000 downloads of the app.

Multiple needs of the farmers can be serviced such as purchase
of agri inputs, agro products, information on best practices,
weather alerts, mandi rates, expert advice, agri news, information
on Government schemes like debt waiver, interest subvention,
crop insurance and livestock centre amongst others.

Digital Interventions

Digitising Milk Procurement: This initiative brings
transparency in the milk procurement and payment process,
which benefits both farmers and dairy societies. Multi-function
Terminals (MFTs), popularly known as Milk-to- Money ATMs, are
deployed in dairy societies. The MFTs link the milk procurement
system of the dairy society to the farmer’s account to enable
faster payments. MFTs have cash dispensers that function as
standard ATMs. Payments are credited without the hassles of
cash distribution. Further, this process creates a credit history
which can then be used for accessing bank credit. Apart from
dairy and cattle loans, customers gain access to all the Bank’s
products including digital offerings such as 10 Second Personal
Loans, Kisan Credit Card, Bill Pay, and Missed Call Mobile
Recharge. So far, your Bank has digitised payments at over
1,700 milk cooperatives across 21 states, benefiting more than
5.2 lakh dairy farmers. The Dairy business witnessed 73% per
cent year-on-year growth in disbursements and 61% in the book.

Substituting Moneylenders:

The bank is making inroads into a market dominated by
the unorganised sector, moneylenders and pawn brokers.
The bank is keen on making the gold loan facility available across
the length and breadth of the country. In FY 2021-22 your bank
made gold loans available in 351 more branches taking the
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total number of branches where it can be availed of to 1,362.
The bank has ended the year with a porfolio of ¥ 8,367 crore.

The bank is implementing its blueprint for gold loans being made
available in every branch of the country. The Bank is also
planning strategically to partner with channels who have the
solutions available to increase the reach.

Social initiatives in Farm Sector

Farm yield and income are subject to the vagaries of the
weather. In addition, factors like soil health, input quality (seeds
and fertilizers), water availability, and Government policy have
significant impact, along with price realisations and storage
facilities. Your Bank has launched a variety of initiatives to ease
the stress on farm income and rural households.

Over the last few years, several parts of the country have
been severely impacted by natural calamities such as drought,
unseasonal rains, hailstorms, floods and the pandemic. Within
regulatory guidelines, your Bank has been providing relief to the
impacted farmers. It also has put in place systems designed to
enable direct benefit transfers in a time-bound manner.

Lending to the agriculture sector, including to small and marginal
farmers, is a regulatory mandate as part of priority sector lending
requirements. The Bank has leveraged its extensive knowledge
of rural customers to create as well as deliver products and
services at affordable price points and with quick turnaround
time. This has enabled the Bank to establish a strong footprint
in the rural geographies, which it has now leveraged to increase
its penetration of liability products. Further, your Bank is building
a segment-specific approach like funding to horticulture clusters,
supply chain finance, agri business, MSMEs and dairy farmers.
It also continues to engage closely with farmers to mitigate risks
and protect portfolio quality.

Micro, Small and Medium Enterprises (MSME)

The MSME sector serves as an important engine for economic
growth and is one of the largest employers in the economy. Your
Bank’s assets in the MSME segment stood at ¥ 313,919.49 crore
as on March 31, 2022. Its Micro Enterprises assets alone stood
at ¥ 112,564.77 crore as on March 31, 2022.

The MSME sector was one of the sectors identified for special
support by the Government and the RBI during the pandemic
through various schemes like Interest Moratorium, ECLGS.
ECLGS extension, COVID support loans etc.

Your Bank has ensured support for its customers through
ECLGS and ECLGS extension schemes during the year and has
also supported the customers through ad hoc enhancements
as needed by them. Your Bank emerged as a star performer
under the ECLGS 1.0, 2.0, 3.0 and ECLGS extension schemes.
It disbursed loans amounting to ¥ 17,100.89 crore to over 0.78
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lakh customers in all ELGS schemes. This swift support enabled
existing customers to meet their operational liabilities and helped
in the smooth functioning of their businesses.

The silver lining has been that the pace of digitalisation among
MSMEs has gained further momentum. This will not only help
the pace of disbursement but also increase transparency in the
sector. The process started with the Government’s digitalisation
push and the adoption of GST, which resulted in easy availability
of data for banks regarding cash flows of these companies. It
has been further expanded to enable customers to apply online
by submitting requisite documents online and post sanction
disbursement execution in digital way.

The SME portal continues to offer ad hoc approvals, pre-
approved TODs on an STP basis to existing customers. They
can request top-up of loans and submit the required documents
online. The SME portal also helps customers access your
Bank’s services related to sanctioned credit facilities 24/7
from anywhere.

On the trade side, your Bank’s focus has been on customer
engagement for increasing the penetration of Trade on Net
applications. This is a complete enterprise trade solution for
customers engaged in domestic as well as foreign trade, enabling
them to initiate online requests and track them seamlessly,
resulting in reduced time and costs.

Taking Banking to the Unbanked

Your Bank is fully committed to taking banking to the remotest
parts of the country through a combination of an extensive
physical network and a robust digital suite of products and
services. Today, about half of your Bank’s outlets are located
in rural and semi-urban areas. Your Bank also offers last mile
access through mobile applications such as BHIM, UPI, USSD,
Scan and Pay, and RuPay enabled Micro-ATMs.

To bring more under-banked sections of the population into
formal financial channels, your Bank has opened over 26.02 lakh
accounts under the Pradhan Mantri Jan Dhan Yojana (PMJDY)
and enrolled 38.58 lakh customers in social security schemes
since inception. We now rank among the leading private sector
banks in this regard. In the year under review, loans to the tune
of ¥ 7,028 crore to 12.76 lakh beneficiaries were extended under
the Pradhan Mantri Mudra Yojana (PMMY) and nearly % 216
crore to 1,014 beneficiaries under the ‘Stand up India’ scheme
to Scheduled Caste, Scheduled Tribe and women borrowers.
Your Bank also has actively supported PM Street Vendor’s
AtmaNirbhar Nidhi (PMSVANIDHI) a special scheme under micro-
credit facility for street vendors with a collateral free affordable
term loan of ¥ 10,000 for 1 year. Your Bank has disbursed
¥ 10,000 each to 16,286 street vendors to support them during
the pandemic and has also educated the street vendors in using
the digital mode for making financial transactions.

Sustainable Livelihood initiative

This is primarily a social initiative with elements of business. It
entails skill training, livelihood financing, and creating market
linkages. (Please refer to page no. 95 for details)

E) Environmental Sustainability

Sustainability is one of the core values of the Bank. Please refer
to page no. 56 where it is covered in detail.

F) Business Enablers
1) People Transformation

People is one of the core values of the Bank. For details please
refer to page no. 80.

2) Information Technology
Summary

The Bank has accelerated the Technology and Digital
Transformation with a continued focus on creating a seamless
digital experience for customers. RBI, through its order dated
December 2, 2020, advised your Bank to immediately (i) stop
sourcing of new credit card customers and (i) stop all launches
of digital business generating activities planned under program
Digital 2.0. RBI lifted the restrictions on new credit card
acquisitions in August 2021 followed by the removal of the
embargo on the Digital 2.0 program in March 2022. The Bank
is fully geared to launch the next wave of strategic technology
& digital programs which will pave the way for new customer
journeys and best-in-class products and services through
innovation and transformation.

Your Bank has taken significant strides to ensure further
fortification of its IT infrastructure and architecture as a robust,
scalable and secure ecosystem. Strategic technology initiatives
such as hybrid cloud approach, DR Resiliency, capacity
enhancements, data centre migration to state-of-the-art facilities,
comprehensive obsolescence management and monitoring,
next-gen security operations centre and more are pivotal to the
Bank to move from strength to strength and usher in the next
age of digital banking.

(A) Technology Absorption

The Bank is accelerating the technology and digital transformation
agenda. It continues to stay invested in creating a seamless
digital and customer experience across digital touchpoints. Your
Bank’s focused factory approach is enabling the building of its
own capabilities to co-create Tech IP. Additionally, the imbibing of
agile and DevSecOps principles and practices and cloudification
of the Bank’s tech stack are pivotal enablers in the next leg of its
technology and digital transformation journey.
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Initiatives such as DR Resiliency and the Bank’s Hybrid
Cloud Strategy continue to fortify its IT infrastructure and
architecture backbone.

Focus on its digital programs will pave the way for the Bank to
create next level neo-banking experiences for its customers.
From shaping new customer journeys to introducing best-in-
class products and services, transformation and innovation shall
be at the forefront.

Key initiatives in this space are:

e  Vyapar: Digital onboarding of merchants for payment
acceptance and servicing of banking transactions for the
merchant community

e APl based digital journeys for the auto industry:
Launched a digital API platform for auto financing

o PayZapp 2.0: Enhanced experience of app customers
to onboard, auto-link HDFC Bank cards, wallet and limit
management, transaction display via rich statement

e  Wealth management system: A new wealth management
app with client self-profiling, goal setting, mutual fund order
execution and portfolio re-balancing

e SME customer experience transformation: New
technology to support business volume at larger scale,
revamp the entire SME customer experience across
commercial and retail business lines

o Biz Express: A new web portal for SME segments
covering digital on-boarding, managing their multiple
accounts, making payments with hierarchy, raising GST
compliant invoices for payment, multiple collection modes,
raise service requests online etc.

Your Bank has taken multiple steps to ensure that its robust,
scalable and secure technology set-up is strengthened even
further. The Bank continues to rigorously monitor the progress
against commitments to the regulator.

To this effect, significant strides were taken in the following
technology areas:

1. Implementation of a landing zone for Hyperscalers

Your Bank has invested in a hybrid-cloud approach with the
leading cloud service partners i.e, AWS, Azure and GCP. A
common landing zone has been implemented across these
partners to create a secure and streamlined environment for all
cloud deployments in the future. The landing zone also enables
the Bank’s agenda of imbibing agility and DevSecOps in the
technology and digital transformation journey.

2. Capacity Upgrades
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The capacity management program has made significant
inroads to ensure capacity planning and management are
commensurate with the rapid business growth witnessed by
the Bank. Strengthening of capacity management practices
has culminated into a threshold of 70 per cent across key
parameters such as user concurrency, utilisation of database,
server, storage, network and security devices. This has resulted
in planned capacity upgrades of critical applications such as:

e 90,000 concurrent users capacity for using NetBanking
and MobileBanking.

e The foundations of the banking platform being upgraded
along with modernisation of 300+ services. This enhances
the Bank’s scalability and capacity to cater to triple the
load of UPI transactions. Successfully managing over
45 crore bank customer transactions per month which
had doubled in the last 12 months. Your Bank has already
been ranked among the top players as published in NPCl’s
UPI performance metrics dashboard. Overall, the Bank’s
average customer uptime was 99.94 per cent.

The senior management and the Board continue to keep strong
focus on capacity, performance, scalability and availability of the
Bank’s critical applications.

3. DR and Resiliency

The Bank has notably intensified the rigour in its DR drills
for critical applications and will continue to further work on
strengthening its DR processes and capabilities as outlined and
communicated in its periodic submissions. The pivotal enablers
in this journey are:

e A rigorous focus on reducing RTO for key applications
to 40-60 minutes, which has been completed for 56
key applications

e Deep automation to improve configuration drift management
between primary and DR sites

e Enrichment of existing automation tools for DR to cover all
DR scenarios and reduce the RTO time further

e  Refactoring key applications into an ‘Hot DR’ / ‘Active-
Active’ design

4. Migration of the Primary Data Centre

Your Bank embarked on a journey to fully migrate and consolidate
its primary data centre to state-of-the-art facilities in Mumbai
and Bengaluru partnering with Sify and NTT. A systematic plan
helped achieve 100 per cent migration of production applications
in November 2021 followed by 100 per cent migration of UAT
applications in March 2022. Further, a phase-wise plan is in
place to migrate the Bank’s Chandivali, Mumbai data centre to
the NTT facility over the next 6 months.
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The new facilities help ensure the Board’s continued focus on
ensuring a robust [T infrastructure for the Bank’s applications
and operations with higher customer uptimes across
digital touchpoints.

5. Technology Obsolescence Management

A technology obsolescence program management office was
established in June 2021 for comprehensive obsolescence
tracking and management. Processes and procedures have
been introduced to identify and remediate obsolete components
6 months before the end of support. The scope covers more
than 19,000 components across the Bank’s [T environment as
of today. A detailed plan is in place to remediate components
pertaining to high-risk applications by June 2022. The Bank
continues to maintain rigorous monitoring on obsolescence
through periodic reviews and reporting along with the
senior management.

6. Cyber Security

Cyber security is at the heart of the technology transformation
journey with substantial advancements being made to further
fortify the Bank’s infrastructure and applications. A few initiatives
in this regard are:

e  Foundation of a next-gen Security Operations Centre
(SOC) with advanced technologies for predictive security
and incident management - To this effect, the Bank
has provisioned the Securonix platform on AWS and
configured more than 10,000 logging sources and devices
for monitoring

o Introduction of Security Orchestration, Automation &
Response (SOAR) to reduce the incident response time
by connecting security solutions with each other and
automating the incident life cycle

o Micro-segmentation is being enabled in the data centre
network to allow higher visibility across network flows as
well as stronger preparedness and management against
ransomware related events/incidents

e 24x7 defacement monitoring and vulnerability management
of the Bank’s internet properties minimise the surface area
for cyber security attacks.

Technology related challenges over the past few years have
only made the Bank’s resolve stronger to consolidate and fortify
its technology environment. Focused technology and digital
investments and programs in technology are pivotal to the Bank
to usher in the new age of digital banking and experiences for
its customers.

Service Quality Initiatives and Grievance Redressal

Customer Focus is one of the five core values of your Bank.
Driven by this core value, your Bank has always endeavoured
to improve customer experience and has adopted a holistic
approach for the same across multiple channels. This is critical
in a highly competitive business environment, especially since
it has various lines of businesses. Ensuring product quality and
service delivery becomes vital for business growth. Your Bank
desires to achieve this by seeking customer feedback as well
as benchmarking with best-in-class business entities. Your bank
has adopted a three-step strategy with regards to Customer
Service - Define, Measure, and Improve.

Your Bank has adopted a multi-pronged approach to provide
an omnichannel experience to its customers. On one side, your
Bank has traditional touch points like Branch, Email Management
team and Phone banking, and on the other side, it has state- of-
the-art platforms like NetBankinbg, MobileBanking, the chatbot
Eva and the bank’s exclusive social care handles which offer a
wide range of channel choice to its customers. Your Bank has
also improvised on the relationship-based banking programmes.
In addition to the branch-based relationship managers, it also
has a Virtual Relationship Manager (VRM) programme to cater
to various financial needs in a personalized manner. Your Bank
invites and reviews the performance on customer service as well
as grievance redressal at different levels which are Branch Level
Customer Service Committees (BLCSCs), Standing Committee
on Customer Service (SCCS) and Customer Service Committee
of the Board (CSCB). Your Bank has put robust processes in
place to regularly monitor and measure quality of service levels
not only at various touch points but also at a product and
process level by Quality Initiatives Group.

As part of its continuous efforts to enhance quality of service, the
Service Quality team carries out regular reviews across various
products/processes/channels. The effectiveness of the quality
of service provided is also reviewed at different levels, including
the Customer Service Committee of the Board.

One of the basic building blocks of providing acceptable level
of customer service is to have an effective internal Grievance
Redressal mechanism / framework. In this regard, the bank has
outlined a framework for redressal of customer grievances and
documented it in the form of a Grievance Redressal Policy — duly
approved by its Board. Bank has also made this policy available
in public domain (on the website as well as in the branches).

Your Bank has provided multiple channels to its customers
to share feedback on its services as well as register their
grievances. Your Bank is at the forefront of developing innovative
financial solutions and digital platforms. This, coupled with
concerted efforts at creating awareness among customers,
has led to an increase in the use of its digital channels as well
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as customer loyalty. Keeping customer interest in focus, your
Bank has formulated a Board approved Protection Policy, which
limits the liability of customers in case of unauthorized electronic
banking transactions

Your Bank is on a journey to measure customer loyalty through
a high velocity, closed loop customer feedback system. This
customer experience transformation programme will help
employees empathize better with customers and improve
turnaround times. Branded as ‘Infinite Smiles’, the programme
would help establish behaviours and practices that result in
customer-centric actions through continuous improvements in
product, services, process, and policies.

Thanks to these initiatives, your Bank’s customer complaints for
FY 21-22 decreased by 21 percent from 4,67,453* to 3,68,291.

“Restated complaints number based on reclassification of
queries into complaints from 3,25,786.

Risk Management and Portfolio Quality

1) Risk Management and Portfolio Quality

Traditionally, the key risks that your Bank is exposed to in the
course of its business have been the Pillar 1 risks - Credit Risk,
Market Risk and Operational Risk. Given the evolving banking
environment, Liquidity Risk, Information Technology Risk and
Information Security Risk have also become vital. These risks
not only have a bearing on your Bank’s financial strength and
operations but also on its reputation. Keeping this in mind,
the Bank has put in place Board-approved risk strategy and
policies, whose implementation is supervised by the Risk Policy
and Monitoring Committee (RPMC). The Committee ensures
that frameworks are established for assessing and managing
various risks faced by your Bank, systems are developed to
relate risk to the Bank’s capital level and methods are in place for
monitoring compliance with internal risk management policies
and processes. The Committee guides the development
of policies, procedures and systems for managing risks. It
ensures that these are adequate and appropriate to changing
business conditions, the structure and needs of your Bank and
its risk appetite.

The hallmark of your Bank’s risk management function is that it
is independent of the business sourcing unit with convergence
only at the CEO level.

The gamut of key risks faced by the Bank which are dimensioned
and managed include:

o Credit Risk, including Residual Risks
o Market Risk

e  Operational Risk
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e Interest Rate Risk in the Banking Book
e  Liquidity Risk
° Intraday Liquidity Risk
e Intra Day Credit Risk
e  Credit Concentration Risk
e Counterparty Credit Risk
e Model Risk
e  Qutsourcing Risk
e People Risk
e  Business Risk
e  Strategic Risk
e  Compliance Risk
e  Reputation Risk
e  Technology Risk
e Group Risk
Credit Risk

Credit Risk is defined as the possibility of losses associated with
diminution in the credit quality of borrowers or counterparties.
Losses stem from outright default or reduction in portfolio
value. Your Bank has a distinct credit risk architecture,
policies, procedures and systems for managing credit risk in
both its retail and wholesale businesses. Wholesale lending is
managed on an individual as well as portfolio basis. In contrast,
retail lending, given the granularity of individual exposures, is
managed largely on a portfolio basis across various products
and customer segments. For both categories, there are robust
front-end and back-end systems in place to ensure credit quality
and to minimise loss from default. The factors considered while
sanctioning retail loans include income, demographics, credit
history, loan tenor and banking behaviour. In addition, there are
multiple credit risk models developed and used to appraise and
score different segments of customers on the basis of portfolio
behaviour. In wholesale loans, credit risk is managed by capping
exposures on the basis of borrower group, industry, credit rating
grades and country, among others. This is backed by portfolio
diversification, stringent credit approval processes and periodic
post-disbursement monitoring and remedial measures. Your
Bank has been able to ensure strong asset quality through
volatile times in the lending environment by stringently adhering
to prudent norms and institutionalised processes. Your Bank
also has a robust framework for assessing Counterparty Banks,
which are reviewed periodically to ensure interbank exposures
are within approved appetite.
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As on March 31, 2022, your Bank’s ratio of Gross Non Performing
Assets (GNPAs) to Gross Advances was 1.17 per cent. Net Non-
performing Assets (Gross Non-Performing Assets Less Specific
Loan Loss provisions) was 0.32 per cent of Net Advances.

Your Bank has a conservative and prudent policy for specific
provisions on NPAs. Its provision for NPAs is higher than the
minimum regulatory requirements and adheres to the regulatory
norms for Standard Assets.

Digital and Credit Risk

Driven by rapid advancements in technology, digitalisation is
increasingly becoming a key differentiator for customer retention
and service delivery in the banking sector. Digital lending enables
customers to secure loans at the click of a button in a matter of
minutes, if not seconds. However, there are also attendant risks
associated with it and your Bank has put in place appropriate
checks and balances to manage these risks. Such loans are
sanctioned primarily to your Bank’s existing customers. Often,
they are customers across multiple products, thus enabling the
Bank ready access to their credit history and risk profile. This
facilitates evaluation on their loan eligibility. Besides, most of the
credit checks and scores used by your Bank in process- based
underwriting are replicated for digital loans. The Bank has an
independent model validation unit that minutely assesses the
models used to generate the credit scores for such loans. These
models are monitored, reviewed periodically, back tested and
corrective action is taken whenever needed.

Market Risk

Market Risk arises largely from your Bank’s statutory reserve
management and trading activity in interest rates, equity and
currency market. These risks are managed through a well-
defined Board approved Market Risk Policy, Investment Policy,
Foreign Exchange Trading Policy and Derivatives Policy that
caps risk in different trading desks or various securities through
trading risk limits/triggers. The risk measures include position
limits, tenor restrictions, sensitivity limits, namely, PVO1, Modified
Duration of Hold to Maturity Portfolio and Option Greeks, Value-
at-Risk (VaR) Limit, Stop Loss Trigger Level (SLTL), Scenario
based P&L Triggers, Potential Loss Trigger Level (PLTL), and
are monitored on an end-of-day basis. In addition, forex open
positions, currency option delta and interest rate sensitivity
limits are computed and monitored on an intraday basis. This
is supplemented by a Board-approved stress testing policy
and framework that simulates various market risk scenarios
to measure losses and initiate remedial measures. The Market
Risk capital charge of your Bank is computed on a daily basis
using the Standardised Measurement Method applying the
regulatory factors.

Liquidity Risk

Liquidity risk is the risk that the Bank may not be able to
meet its financial obligations as they fall due without incurring
unacceptable losses. Your Bank’s framework for liquidity and
interest rate risk management is spelt out through a well-defined
Board approved Asset Liability Management Policy. As part of
this process, your Bank has established various Board-approved
limits, both for liquidity risk and interest rate risk in banking book.
Implementation of the policy, monitoring of limits is reviewed by
the Asset Liability Committee (ALCO). While the maturity gap,
Basel Ill ratios and stock ratio limits help manage liquidity risk,
Net Interest Income and market value impacts help mitigate
interest rate risk. This is reinforced by a comprehensive Board-
approved stress testing programme covering both liquidity and
interest rate risk.

Your Bank conducts various studies to assess the behavioural
pattern of non-contractual assets and liabilities and embedded
options available to customers, which are used while managing
maturity gaps and repricing risk. Further, your Bank also has the
necessary framework in place to manage intraday liquidity risk.

The Liquidity Coverage Ratio (LCR), a global standard, is also
used to measure your Bank’s liquidity position. LCR seeks to
ensure that the Bank has an adequate stock of unencumbered
High-Quality Liquid Assets (HQLA) that can be converted into
cash easily and immediately to meet its liquidity needs under
a 30-day calendar liquidity stress scenario. Based on Basel |lI
norms, your Bank’s average LCR stood at 121.16 per cent on
a consolidated basis for FY 2021-22 as against the regulatory
threshold at 100 per cent.

Average Liquidity Coverage Ratio

12116 per cent

on a consolidated basis for FY 2021-22

The Net Stable Funding Ratio (NSFR), a key liquidity risk measure
under BCBS liquidity standards, is also used to measure your
Bank’s liquidity position. The NSFR seeks to ensure that
your Bank maintains a stable funding profile in relation to the
composition of its assets and off-balance sheet activities. The
RBI guidelines stipulated a minimum NSFR requirement of 100
per cent at a consolidated level with effect from October 1, 2021.
Your Bank has maintained the NSFR well above 100 per cent
since its implementation. Based on guidelines issued by RBI,
your Bank’s NSFR stood at 124.00 per cent on a consolidated
basis at March 31, 2022.

Operational Risk

This is the risk of loss resulting from inadequate or failed internal
processes, people and systems or from external events. It also
includes risk of loss due to legal risk.

HDFC Bank Limited Integrated Annual Report 2021-22 147



Ld

Directors’ Report

Given below is a detailed explanation under four different
heads: Framework and Process, Internal Control, Information
Technology and Security Practices and Fraud Monitoring
and Control.

a. Framework and Process

To manage Operational Risks, your Bank has in place a
comprehensive Operational Risk Management Framework,
whose implementation is supervised by the Operational Risk
Management Committee (ORMC) and reviewed by the RPMC
of the Board. An independent Operational Risk Management
Department (ORMD) implements the framework. Under the
framework, the Bank has three lines of defence. The first line of
defence is the business line (including support and operations).

The first line is primarily responsible for developing risk mitigation
strategies in managing operational risk for their respective units.

The second line of defence is the ORMD, which is responsible
for implementing the operational risk management framework
across the Bank. It designs and develops tools required for
implementing the framework including policies and processes,
guidelines towards implementation and maintenance of the
framework. In order to achieve the aforesaid objective pertaining
to operational risk management framework, the ORMC guides
and oversees the functioning, implementation and maintenance
of operational risk management activities of Bank, with special
focus on:

o |dentification and assessment of risks across the Bank
through the Risk and Control Self-Assessment (RCSA) and
Scenario analysis

° Measurement of Operational Risk based on the actual
loss data

e Monitoring of risk through Key Risk Indicators (KRI)

o Management and reporting through KRI, RCSA and loss
data of the Bank

Internal Audit is the third line of defence. The team reviews the
effectiveness of governance, risk management and internal
controls within your Bank.

b. Internal Control

Your Bank has implemented sound internal control practices
across all processes, units and functions. It has well laid down
policies and processes for the management of its day-to-
day activities. Your Bank follows established, well-designed
controls, which include traditional four eye principles, effective
segregation of business and support functions, segregation of
duties, call back processes, reconciliation, exception reporting
and periodic MIS. Specialised risk control units function in risk-
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prone products/ functions to minimise operational risk. Controls
are tested as part of the SOX control testing framework.

c. Information Technology and Information

Security Practices

Your Bank operates in a highly automated environment and
makes use of the latest technologies available on cloud or on
Premises Data centres to support various business segments.
This results in various risks such as those associated with the
use, ownership, operation, involvement, influence, and adoption
of IT within an enterprise, as well as business disruption due
to technological failures. Additionally, it can lead to risks
related to information assets, data security, integrity, reliability
and availability, among others. Your Bank has put in place a
governance framework, information security practices and
business continuity plan to mitigate Information Technology &
Information Security-related risks.

The three lines of defence approach is adopted for enterprise-
wide Technology Risk management. The first line of defence
holds primary responsibility of managing the risk and ensuring
proper controls are in place.

The second line of defence defines policies, frameworks and
controls. Information Technology Risk and Information Security
Group addresses technology and information security related
risks. A well-documented Board-approved information security
policy and cyber security policy are in place. Your Bank has a
robust Business Continuity and Disaster Recovery plan that is
periodically tested to ensure that it can meet any operational
contingencies. Further, there is a well-documented crisis
management plan in place to address the strategic issues of
a crisis impacting the Bank and to direct and communicate
the corporate response to the crisis including cyber crisis. In
addition, employees mandatorily and periodically undergo
information security training and sensitisation exercises.

For details on robust cyber security measures please refer page
no. 51.

An independent assurance team within Internal Audit acts as a
third line of defence that provides assurance on the management
of [T-related risks.

d. Fraud Monitoring and Control

Your Bank has put in place a Whistle Blower and Vigilance Policy
and a central vigilance team that oversees the implementation
of fraud prevention measures. Frauds are investigated to
identify the root cause and relevant corrective steps are taken
to prevent recurrence.

Fraud Monitoring committees at the senior management and
Board level also deliberate on material fraud events and advise
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preventive actions. Periodic reports are submitted to the Board
and senior management committees.

Compliance Risk

Compliance Risk is defined as the risk of impairment of your
Bank’s integrity, leading to damage to its reputation, legal or
regulatory sanctions, or financial loss, as a result of a failure (or
perceived failure) to comply with applicable laws, regulations
and standards. Your Bank has a Compliance Policy to ensure
the highest standards of compliance. A dedicated team of
subject matter experts in the Compliance Department works
with business, support and operations teams to ensure active
Compliance Risk management and monitoring. The team also
provides advisory services on regulatory matters. The focus is on
identifying and reducing risk by rigorously testing products and
also putting in place robust internal policies. Products that adhere
to regulatory norms are tested after rollout and shortcomings,
if any, are fully addressed till the product stabilises on its own.
Internal policies are reviewed and updated periodically as per
agreed frequency or based on market actions or regulatory
guidelines/actions. The compliance team also seeks regular
feedback on regulatory compliance from product, business and
operation teams through self-certifications and monitoring.

ICAAP

Your Bank has a structured management framework in the
Internal Capital Adequacy Assessment Process (ICAAP) to
identify, assess and manage all risks that may have a material
adverse impact on its business/financial position/capital
adequacy. The ICAAP framework is guided by the Board
approved ICAAP Policy.

Stress Testing Framework

Your Bank has implemented a Board approved Stress Testing
Policy and Framework which forms an integral part of the Bank’s
ICAAP. Stress testing involves the use of various techniques to
assess your Bank’s potential vulnerability to extreme but plausible
stressed business conditions. The changes in the levels of Pillar
| risks and select Pillar Il risks, along with the changes in the
on and off Balance Sheet positions of your Bank are assessed
under assumed ‘stress’ scenarios and sensitivity factors. The
suite of stress scenarios include topical themes as well as
prevailing geopolitical / macroeconomic / sectoral and other
trends. The stress testing outcome may be analysed through
capital impact and/or identification of vulnerable borrowers
depending on the scenario.

Group Risk

Your Bank has two subsidiaries, HDB Financial Services Limited
and HDFC Securities Limited. The Board of each subsidiary is
responsible for managing their respective material risks (Credit
Risk, Concentration Risk, Market Risk, Operational Risk,

Liquidity Risk, Interest Rate Risk on Banking Book, Technology
Risk, Reputation Risk, Compliance Risk, Business Risk and
others). The Group Risk Management Committee (GRMC) was
instituted in your Bank under the ICAAP framework to establish a
formal and dedicated structure to periodically assess the nature/
quantum of material risks of the subsidiaries and adequacy of
its risk management processes. Stress testing for the group
as a whole is carried out by integrating the stress tests of
the subsidiaries. Similarly, capital adequacy projections are
formulated for the group after incorporating the business/capital
plans of the subsidiaries.

Business Continuity Planning (BCP)

Your Bank has an 1S022301:2019 certified Business Continuity
Program in place to minimise service disruptions and potential
impact on its employees, customers and business during any
unforeseen adverse events or circumstances. This program
is designed in accordance with the guidelines issued by
regulatory bodies and is subject to regular internal, external and
regulatory reviews. The central Business Continuity Office works
towards strengthening the bank’s continuity preparedness.
The implementation is overseen by the Business Continuity
Steering Committee which is chaired by the Chief Risk Officer.
The Business Continuity Procedure has well defined roles and
responsibilities for Crisis Management, Business Recovery,
Emergency Response and IT Disaster Recovery Teams. Please
refer to page no. 52 for more details.

Some of the key aspects of thisprogram include thefollowing:

e  Presence of a Steering Committee for centralised monitoring
of your Bank's Business Continuity program implementation

e Presence of Crisis Management teams for effective
management of recovery operations during disruptive events

e Presence of a dedicated DR site for recovery of critical core
and customer facing applications

° Decentralised recovery plans at functional and regional
levels for structured and speedy recovery of operations

e  Periodic drills are exercises for testing the effectiveness of
these recovery plans.

These robust practices have enabled your bank to continue
delivering banking services seamlessly to customers throughout
the COVID-19 pandemic phases coupled with other major
disruptive events. Your Bank has successfully emerged from
all these difficult situations with a hybrid approach comprising
of well-adopted continuity and recovery strategies like remote
working (work from home), split operations, work transfer and/
or staff transfer to available sites, in accordance with prevailing
protocols and norms.
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7) Internal Controls, Audit and Compliance

Your Bank has put in place extensive internal controls and
processes to mitigate Operational Risks, including centralised
operations and ‘segregation of duty’ between the front office
and back office. The front-office units usually act as customer
touch-points and sales and service outlets while the back-office
carries out the entire processing, accounting and settlement
of transactions in the Bank’s core banking system. The policy
framework, definition and monitoring of limits is carried out by
various mid-office and risk management functions. The credit
sanctioning and debt management units are also segregated
and do not have any sales and operations responsibilities.

Your Bank has set up various executive-level committees, with
participation from various business and control functions, that
are designed to review and oversee matters pertaining to capital,
assets and liabilities, business practices and customer service,
Operational Risk, information security, business continuity
planning and internal risk-based supervision among others. The
second line of defense functions set standards and lay down
policies and procedures by which the business functions manage
risks, including compliance with applicable laws, compliance
with regulatory guidelines, adherence to operational controls and
relevant standards of conduct. At the ground level, your Bank has
a mix of preventive and detective controls implemented through
systems and processes, ensuring a robust framework in your
Bank to enable correct and complete accounting, identification
of outliers (if any) by the Management on a timely basis for
corrective action and mitigating Operational Risks.

Your Bank has put in place various preventive controls:
(@ Limited and need-based access to systems by users
(b) Dual custody over cash and near-cash items

(c) Segregation of duty in processing of transactions vis-a-vis
creation of user IDs

(d) Segregation of duty in processing of transactions vis-a-vis
monitoring and review of transactions/reconciliation

(e) Four eye principle (maker-checker control) for processing
of transactions

(f)  Stringent password policy

(90 Booking of transactions in core banking system mandates
the earmarking of line/limit (fund as well as non-fund based)
assigned to the customer

(h) STP processes between core banking system and payment
interface systems for transmission of messages

(i)  Additional authorisation leg in payment interface systems
in applicable cases
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()  Audit logs directly extracted from systems
(k) Empowerment grid

Your Bank also has detective controls in place:
(@) Periodic review of user IDs

(b) Post-transaction monitoring at the back-end by way of call
back process (through daily log reports) by an independent
person, i.e., to ascertain that entries in the core banking
system/messages in payment interface systems are based
on valid/authorised transactions and customer requests

(i)  Daily tally of cash and near-cash items at end of day

(i) Reconciliation of Nostro accounts (by an independent
team) to ascertain and match-off the Nostro credits
and debits (External or Internal) regularly to avoid /
identify any unreconciled/unmatched entries passing
through the system

(c) Reconciliation of all Suspense Accounts and establishment
of responsibility in case of outstanding

(d) Independent and surprise checks periodically by supervisors

Your Bank has an Internal Audit Department which is responsible
for independently evaluating the adequacy and effectiveness of
all internal controls, risk management, governance systems and
processes and is manned by appropriately qualified personnel.

This department adopts a risk-based audit approach and carries
out audits across various businesses i.e. Retail, Wholesale and
Treasury (for India and Overseas books), audit of Operations units,
Management and Thematic audits, Information Security audit,
Revenue audit and Concurrent audit in order to independently
evaluate the adequacy and effectiveness of internal controls on
an ongoing basis and pro-actively recommending enhancements
thereof. The Internal Audit Department, during the course of audit,
also ascertains the extent of adherence to regulatory guidelines,
legal requirements and operational processes and provides
timely feedback to the Management for corrective actions. A
strong oversight on the operations is also kept through off-site
monitoring by use of data analytics to study trends/patterns to
detect outliers (if any) and alert the Management.

The Internal Audit Department also independently reviews
your Bank’s implementation of Internal Rating Based (IRB)-
approach for calculation of capital charge for Credit Risk, the
appropriateness of your Bank’s ICAAP, as well as evaluates the
quality and comprehensiveness of your Bank'’s disaster recovery
and business continuity plans and also carries out management
self-assessment of adequacy of the Bank’s internal financial
controls and operating effectiveness of such controls in terms of
Sarbanes Oxley (SOX) Act and Companies Act, 2013. The Internal
Audit Department plays an important role in strengthening of the
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Control functions by periodically reviewing their practices and
processes as well as recommending enhancements thereof.
Additionally, oversight is also kept on the functioning of the
subsidiaries, related party transactions and extent of adherence
to the licensing conditions of the RBI.

Any new product/process introduced in your Bank is reviewed by
Compliance function in order to ensure adherence to regulatory
guidelines and also by Internal Audit from the perspective of
existence of internal controls. The Audit function also proactively
recommends improvements in operational processes and
service quality, wherever deemed fit.

To ensure independence, the Internal Audit Function has a
reporting line to the Audit Committee of the Board and a dotted line
reporting to the Managing Director for administrative purposes.

The Compliance function independently tracks, reviews and
ensures compliance with regulatory guidelines and promotes a
compliance culture in the Bank.

Your Bank has a comprehensive Know Your Customer,
Anti Money Laundering (AML) and Combating Financing of
Terrorism (CFT) policy (based on the RBI guidelines/provisions
of the Prevention of Money Laundering Act, 2002) incorporating
the key elements of Customer Acceptance Policy, Customer
Identification Procedures, Risk Management and Monitoring of
Transactions. The policy is subjected to an annual review and is
duly approved by the Board.

Your Bank besides having robust controls in place to ensure
adherence to the KYC guidelines at the time of account opening
also has monitoring process at various stages of the customer
lifecycle including a continuous review process in the form of
transaction monitoring carried out by a dedicated AML CFT
monitoring team, which carries out transaction reviews for
identification of suspicious patterns/trends that enables your
Bank to further carry out enhanced due diligence (wherever
required) and appropriate actions thereafter. The status of
adherence to the KYC, AML and CFT guidelines is also placed
before the Audit Committee of the Board for their review at
quarterly intervals.

The Audit team and the Compliance team undergo regular
training both in-house and external to equip them with the
necessary knowhow and expertise to carry out the function.

The Audit Committee of the Board reviews the effectiveness
of controls, compliance with regulatory guidelines as also the
performance of the Audit and Compliance functions in your Bank
and provides direction, wherever deemed fit. Your Bank has
always adhered to the highest standards of compliance and
has put in place appropriate controls and risk measurement
and risk management tools to ensure a robust compliance and
governance structure.

G) Performance of Subsidiary Companies

Your Bank has two subsidiaries, HDB Financial Services Limited
(HDBFSL) and HDFC Securities Limited (HSL). HDBFSL is a
leading NBFC that caters primarily to segments not covered
by the Bank while HSL is among India’s leading retail broking
firms. The financial results of the subsidiaries are prepared in
accordance with notified Indian Accounting Standards (‘Ind-AS’).

The detailed financial performance of the companies is
given below.

Transacting customers of HSL

12.73 lakh

HDFC Securities Limited (HSL)

HSL’s Total Income under Indian Accounting Standards was
¥ 1,990.30 crore as against ¥ 1,399.43 crore in the previous
year and Net Profit was ¥ 984.34 crore as against ¥ 703.22
crore in the previous year. The company has a customer base of
38.30 lakh to whom it offers an exhaustive range of investment
and protection products. In the year under review, HSL had
12.73 lakh transacting customers. The focus on digitalisation
continued. Notably, 91 per cent of its customers accessed its
services digitally, against 92 per cent in the previous year.

In a conscious effort to rationalise the distribution network
with greater emphasis on digital offerings, HSL consolidated
its existing branches to end with 216 branches across 147
cities / towns at the end of the year. It created digital Boarding
Journeys which led to more than 50 per cent customers being
onboarded digitally.

In the case of Margin Trade Funding (MTF), the average book
size during the year was % 2,992 crore, which is more than three
times the average book size of ¥ 930 crore in the last financial
year. The book size at the year end stands at ¥ 3,288 crore.

Nifty rose right from the beginning of FY 2021-22 to touch a peak
in mid-October 2021. It corrected later to a low in early March
2022. An upward bounce later led to Nifty closing the fiscal not
very far from the all-time high of October 2021. The Indian equity
market gave solid returns in FY 2021-22, despite geopolitical
turmoil playing spoilsport in the last quarter of the financial
year. Nifty50 recorded an impressive 19 per cent year-on-year
gain and ended the financial year with the second-best returns
in seven years. Broader markets also put up an impressive
performance. The Nifty Midcap 100, up more than 25 per cent
y-0-y, and the Nifty Smallcap 100, up more than 29 per cent
y-0-y, out performed the benchmark in FY 2021-22. Sectoral
indices also posted decent performance during this period.
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As on March 31, 2022, your Bank held 95.96 per cent stake
in HSL.

HDB Financial Services Limited

Incorporated in 2007, HDB is a leading NBFC that caters to the
evolving needs of its customers by re-imagining opportunities
and fulfilling their aspirations. It has a strong network of over
1,374 branches spread across 989 cities/towns. HDB'’s net
interest income grew 9.4 per cent to ¥ 5,037.5 crore for the
year ended March 31, 2022, from % 4,605.0 crore in the year
ended March 31, 2021. Profit for the year under review was
¥ 1,011.4 crore against ¥ 391.5 crore in the previous year. Its
Assets Under Management for the year ended March 31, 2022
stood at ¥ 61,444.3 crore compared to ¥ 61,560.7 crore in the
previous year.

HDB offers a comprehensive suite of products and service
offerings that are tailor-made to suit its customers’ requirements,
including first-time borrowers and the under- served segments.

Products and Services

HDB is engaged in the business of Financing, fee-based
products and BPO services.

Financing: HDB offers a diverse range of product offerings
(secured and unsecured) to various customer segments. These
include Consumer Loans, Enterprise Loans, Asset Finance and
Micro-Lending.

Consumer Loans

Consumer loans are offered to customers to buy consumer
durables, lifestyle products and digital products. HDB also
provides personal and Gold loans to individuals for personal,
family or household purposes to meet their short or medium
term requirements. The Company also provides auto loans and
two-wheeler loans.

Enterprise Loans

HDB offers secured and unsecured loans designed for SMEs,
including working capital and term loans.

Asset Finance

HDB offers loans for the purchase of new and used commercial
vehicles and construction equipment that generate income for
the borrowers. The customer base includes fleet owners, first
time users, first time borrowers and captive use buyers.

Micro Lending

HDB offers micro-loans to borrowers through the Joint Liability
Groups (JLGs) framework. With Micro-Lending, HDB endeavours
to empower and promote financial inclusion within these
sections, thus resulting in sustainable development of the nation.
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Fee-based products/Insurance Services

HDB is a registered Corporate Insurance Agent having licence
from Insurance Regulatory & Development Authority of India
(IRDAI). The company is engaged in the sale of both Life and
General (Non-Life) Insurance products.

BPO Services

HDB runs a Collections BPO business, offering end-to end,
specialised collection services with domain expertise in
collections tele-calling, recovery management, collections
analytics and cash reconciliation management. The division
also delivers back-office services such as forms processing,
documents verification, finance and accounting services and
correspondence management and front office services such as
contact centre management and outbound marketing.

The Enablers

HDB’s presence across diverse digital channels has enabled
the company to offer a wide variety of financial solutions to its
customers. HDB's customers can access and manage their loan
account 24/7 through its Mobile Banking Application - ‘HDB On
The Go’, Customer Service Portal to manage the loan account,
Missed Call Service, WhatsApp Account Management Service
and the Chatbot #AskPriya.

As on March 31, 2022, your Bank held 94.96 per cent stake
in HDB.

Other Statutory Disclosures

Number of Meetings of the Board, attendance,
meetings and constitution of various Committees

Fourteen (14) meetings of the Board were held during the year
under review. The details of Board meetings held during the
year, attendance of Directors at the meetings and constitution
of various Committees of the Board are included separately in
the Corporate Governance Report.

Annual Return

In accordance with the provisions of Companies Act, 2013, the
Annual Return of the Bank in the prescribed Form MGT-7 is
available on the website of the Bank at the link https:/www.
hdfcbank.com/personal/about-us/investor-relations/annual-

reports.

Requirement for maintenance of cost records

The cost records as specified by the Central Government under
section 148(1) of the Companies Act, 2013, are not required to
be maintained by the Bank.


https://www.hdfcbank.com/personal/about-us/investor-relations/annual-reports
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Details in respect of frauds reported by auditors
under section 143 (12)

During the year under review, no instances of fraud committed
against the Bank by its officers or employees were reported by
the Statutory Auditors and Secretarial Auditors under Section
143(12) of the Companies Act, 2013 to the Audit Committee or
the Board of Directors of the Bank.

Directors’ Responsibility Statement

Pursuant to Section 134 (3) (c) read with Section 134 (5) of the
Companies Act, 2013, the Board of Directors hereby confirm that:

e In the preparation of the annual accounts, the applicable
accounting standards have been followed along with
proper explanation relating to material departures.

e We have selected such accounting policies and applied
them consistently and made judgments and estimates that
are reasonable and prudent so as to give a true and fair
view of the state of affairs of the Bank as on March 31, 2022
and of the profit of the Bank for the year ended on that date.

e Wehavetaken proper and sufficient care for the maintenance
of adequate accounting records in accordance with the
provisions of the Companies Act, 2013, for safeguarding
the assets of the Bank and for preventing and detecting
fraud and other irregularities.

e We have prepared the annual accounts on a going
concern basis.

We have laid down internal financial controls to be followed
by the Bank and have ensured that such internal financial
controls were adequate and operating effectively.

e \We have devised proper systems to ensure compliance
with the provisions of all applicable laws and that such
systems were adequate and were operating effectively.

Compliance with Secretarial Standards

The Bank is in compliance with all applicable Secretarial
Standards as notified from time to time.

Statutory Auditors

M. M. Nissim & Co. LLP, Chartered Accountants and MSKA &
Associates, Chartered Accountants, have conducted the joint
statutory audit of the Bank for FY 2021-22, pursuant to the
approval of the RBI and the shareholders of the Bank.

The Board of Directors, on the recommendation of the Audit
Committee, has finalized for recommendation to RBI for
approval, the name of M/s. Price Waterhouse LLP, Chartered
Accountants as the first preferred firm to act as Joint Statutory
Auditors of the Bank in relation to the Financial Years 2022-23,
2023-24 and 2024-25, subject to approval of the shareholders at
the ensuing Annual General Meeting (AGM). This firm shall act as
the Joint Statutory Auditors along with M.M. Nissim & Co. LLP,
Chartered Accountants for the remainder of the latter's tenure.

Appropriate resolutions in this regard are also being proposed
at the ensuing AGM.

During the year ended March 31, 2022, fees paid to MSKA & Associates and M.M. Nissim & Co. LLP and their respective network

firms on consolidated basis are as follows:

[ in crores)

Fees (excluding taxes) HDFC Bank to Statutory Auditors

HDFC Bank to network firms of
Statutory Auditors

Subsidiaries of HDFC Bank
to Statutory Auditors and its
network firms

Statutory Audit* 3.85 - -
Certification & other attestation 1.88 - -
services

Non-audit services - - -
Outlays 0.02 - -
Total 5.75 - -

*Out of the total statutory audit fees, ¥ 3.30 crore were approved at the AGM held on July 17, 2021 and the balance ¥ 0.55 crore is proposed to the

shareholders for approval at the ensuing AGM

Disclosure under Foreign Exchange Management
Act, 1999

As far as FEMA compliances in relation to strategic downstream
investments in the Bank’s subsidiaries is concerned, during the
year under review, there have been no strategic downstream
investments made by Bank in its subsidiaries. Accordingly,

the Bank has obtained a certificate from MSKA & Associates,
Chartered Accountants, to this effect.
Corporate Social Responsibility

The brief outline of the CSR policy of the Bank and the initiatives
undertaken by the Bank on CSR activities during the year are
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set out in Annexure 2 of this report in the format prescribed
in the Companies (Corporate Social Responsibility Policy)
Rules, 2014. This Policy is available on the Bank’s website at
https://vi.hdfcbank.com/csr/index.aspx.

Related Party Transactions

Particulars of contracts or arrangements with related parties
referred to in Section 188 (1), as prescribed in Form AOC-2 under
Rule 8 (2) of the Companies (Accounts) Rules, 2014 is enclosed
as Annexure 3.

Particulars of Loans, Guarantees or Investments

Pursuant to Section 186 (11) of the Companies Act, 2013, the
provisions of Section 186 of the Companies Act, 2013, except
sub-section (1), do not apply to a loan made, guarantee given
or security provided or any investment made by a banking
company in the ordinary course of business. The particulars of
investments made by the Bank are disclosed in note number 10
of Schedule 18 of the Financial Statements as per the applicable
provisions of the Banking Regulation Act, 1949.

Subsidiaries and

Financial Statements of

Associates

In terms of Section 134 of the Companies Act, 2013 and read
with Rule 8 (1) of the Companies (Accounts) Rules, 2014 the
performance and financial position of the Bank’s subsidiaries
and associates are enclosed as Annexure 4 to this report.
There were no entities which became or ceased to be the Bank’s
subsidiaries, associates or joint ventures during the year.

Whistle Blower Policy / Vigil Mechanism

The Bank encourages an open and transparent system of
working and dealing amongst its stakeholders. While the Bank's
"Code of Conduct & Ethics Policy" directs employees to uphold
Bank values and conduct business worldwide with integrity and
highest ethical standards, the Bank has also adopted a "Whistle
Blower Policy" to encourage and empower the Employees/
Stakeholders to make or report any Protected Disclosures under
the Policy, without any fear of reprisal, retaliation, discrimination
or harassment of any kind.

This Policy has also been put in place to provide a mechanism
through which adequate safeguards can be provided against
victimization of employees who avail of this mechanism. The
policy would cover and will be applicable to the Protected
Disclosures related to violation/ suspected violation of the Code
of Conduct including (a) breach of applicable law; (b) fraud or
corruption; (c) leakage/suspected leakage of unpublished price
sensitive information which are in violation to SEBI (Prohibition
of Insider Trading) Regulations, 2015 and related internal policy
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of the Bank, i.e. Share Dealing Code of the Bank, (d) wilful data
breach and/ or unauthorized disclosure of Bank’s proprietary
data including customer data.

All Protected Disclosures made under the policy shall be
made to the Whistle Blower Committee through the following
modes; (a) By letter in a closed / sealed envelope addressed
to Whistle Blower committee, (b) by submission of the same
on the information portal of the Bank, (c) by way of an email
addressed to whistleblower@hdfcbank.com. In exceptional
circumstances, the Whistle Blower may make such Protected
Disclosures directly to the Chairperson of the Audit Committee
of the Bank.

All Protected Disclosures received under this Policy would be
examined by the Whistle Blower Committee and further assign the
investigation to an appropriate Investigation Officer(s) depending
on the nature of the subject matter of the Protected Disclosure.
The Investigation Authority shall place the investigation report in
respect of any Protected Disclosure before the Whistle Blower
Committee together with any other supporting documents
which may be required by the Whistle Blower Committee and
shall discuss the findings of the investigation with the Whistle
Blower Committee. After review of the investigation report
and the requisite supporting documents, the Whistle Blower
Committee shall take the necessary actions in relation to the
Protected Disclosure.

Details of Whistle blower complaints received and subsequent
action taken and the functioning of the Whistle Blower
mechanism are reviewed periodically by the Audit Committee
of the Board. During the financial year 2021-22, a total of 147
such complaints were received and taken up for investigation
which has resulted in certain staff actions in 47 cases post
investigation. The broad categories of whistle blower complaints
were in the areas of improper business practices, behavioural
related issues and corruption.

The Policy is available on the website of the Bank at the link-
https:/www.hdfcbank.com/personal/about-us/corporate-
governance/codes-and-policies

Securities Class Action Suit

On September 3, 2020, a securities class action lawsuit was filed
against the Bank and certain of its current and former officers in
the United States District Court for the Eastern District of New
York. The complaint was amended on February 8, 2021. The
amended complaint alleges that the Bank, its former Managing
Director, Mr. Aditya Puri, and the present Managing Director
& CEO, Mr. Sashidhar Jagdishan made materially false and
misleading statements regarding certain aspects of the Bank’s
business and compliance policies, which resulted in the Bank’s
American Depository Share price declining on July 13, 2020



Introduction to Our

Overview HDFC Bank Performance

How We Our
Create Value

Responsible
Business

Statutory Reports and
Financial Statements

Strategy

thereby allegedly causing damage to the Bank’s investors. On
April 9, 2021, the Bank, Mr. Puri, and Mr. Jagdishan served their
motion to dismiss the amended complaint, and on July 23, 2021,
they served their reply brief in support of the motion and filed
all of the motion papers. The Court held oral argument on the
motion to dismiss on January 14, 2022, and the motion remains
pending before the Court. The Bank believes that the asserted
claims are baseless and without merit and intends to vigorously
defend against the allegations.

Material Developments: Proposed Scheme of
Amalgamation

The Board of Directors of HDFC Bank Limited (‘HDFC Bank’) at
its meeting held on April 4, 2022, approved a composite scheme
of amalgamation (‘Scheme’) for the amalgamation of: (i) HDFC
Investments Limited and HDFC Holdings Limited, wholly-owned
subsidiaries of the Housing Development Finance Corporation
Limited (‘HDFC Limited’), with and into HDFC Limited and (i)
HDFC Limited with and into HDFC Bank and matters related
thereto.

With effect from the appointed date and upon the amalgamation
of HDFC Limited with and into HDFC Bank becoming effective,
HDFC Limited along with all its assets, liabilities, contracts,
employees, licenses, records and approvals being their
respective integral parts shall stand transferred to and vest in
or shall be deemed to have been transferred to and vested in
HDFC Bank, as a going concern.

Upon the Scheme becoming effective and in consideration of the
proposed amalgamation of HDFC Limited with and into HDFC
Bank, HDFC Limited will stand dissolved without being wound
up and the shareholders of HDFC Limited as on the record
date will receive 42 shares of HDFC Bank (each of face value of
% 1), for 25 shares held in HDFC Limited (each of face value of
¥ 2). This share exchange ratio has been arrived at based on a
joint valuation report submitted by two Registered Valuers and
independent Chartered Accountancy firms appointed by HDFC
Bank and HDFC Limited, which was supported by a Fairness
Opinion provided by two SEBI registered merchant bankers.

During the period between the approval of the Scheme by the
respective boards of HDFC Bank and HDFC Limited and up to
the effectiveness of the Scheme, the business of HDFC Bank
and HDFC Limited shall be carried out with reasonable diligence
and business prudence in the ordinary course, consistent with
past practice, in accordance with the applicable laws and as
mutually agreed.

The Board of Directors of HDFC Bank and HDFC Limited
have opined that the proposed amalgamation would be in the
best interest of the respective companies, their shareholders,

employees, creditors and other stakeholders, since the proposed
amalgamation will yield advantages as set out, inter alia, below:

(@ the amalgamation, through the Scheme, shall enable HDFC
Bank to build its housing loan portfolio and enhance its
existing customer base;

(b) The amalgamation is based on leveraging the significant
complementarities that exist amongst the parties to the
Scheme. It would create meaningful value for various
stakeholders including respective shareholders, customers,
employees, as the combined business would benefit
from increased scale, comprehensive product offering,
balance sheet resiliency and the ability to drive synergies
across revenue opportunities, operating efficiencies and
underwriting efficiencies, amongst others;

(c) HDFC Bank s a private sector bank and has a large base of
over 6.8 Crore customers. The Bank platform will provide a
well-diversified low cost funding base for growing the long
tenor loan book acquired by the HDFC Bank pursuant to
the amalgamation;

(d) HDFC Bank is a banking company with a large distribution
network that offers product offerings in the retail and
wholesale segments. HDFC Limited is a premier housing
finance company in India and provides housing loans to
individuals as well as loans to corporates, undertakes lease
rental discounting and construction finance apart from
being a financial conglomerate. A combination of HDFC
Limited and HDFC Bank is entirely complementary to, and
enhances the value proposition of, HDFC Bank;

(e) HDFC Bank would benefit from a larger balance sheet and
networth which would allow underwriting of larger ticket
loans and also enable a greater flow of credit into the
Indian economy;

HDFC Limited has invested capital and developed skills
and has set up approximately 464 (Four Hundred and Sixty
Four) offices across the country. These offices can be used
to sell the entire product suite of both HDFC Bank and
HDFC Limited;

(f)  The loan book of HDFC Limited is diversified having
cumulatively financed over 9 million dwelling units. With
HDFC Limited’s leadership in the home loan arena,
developed over the past 45 years, HDFC Bank would be
able to provide to customers flexible mortgage offerings in
a cost-effective and efficient manner;

(g HDFC Bank has access to funds at lower costs due to
its high level of current and savings accounts deposits
(CASA). With the amalgamation of HDFC Limited with and
into HDFC Bank, HDFC Bank will be able to offer more
competitive housing products;
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(h) HDFC Limited’s rural housing network and affordable
housing lending is likely to qualify for HDFC Bank as priority
sector lending and will also enable a higher flow of credit
into priority sector lending, including agriculture;

() the amalgamation will result in reducing HDFC Bank’s
proportion of exposure to unsecured loans;

() HDFC Limited has built technological capabilities to
evaluate the credit worthiness of customers using
analytical models, and has developed unique skills in
financing various customer segments. The models have
been tested and refined over the years at scale and HDFC
Bank will benefit from such expertise in underwriting and
financing of mortgage offerings;

(k HDFC Bank can leverage on the loan management
system, comprising rule engines, IT tools and rules, agents
connected through a central system;

()  The amalgamation is expected to result in bolstering the
capital base and bringing in resiliency in the balance sheet
of HDFC Bank.

(m) HDFC Investments Limited and HDFC Holdings Limited
are Systemically Important Non - Deposit Taking Non -
Banking Financial Companies and are also wholly owned
subsidiaries of HDFC Limited. The proposed amalgamation
shall result in simplified corporate structure.

The Scheme is subject to receipt of requisite approvals, including
from statutory and regulatory authorities, as required under
applicable laws. The scheme has been filed with BSE Limited,
National Stock Exchange of India Limited and Reserve Bank
of India.

Statement on Declaration by Independent Directors

Mr. Atanu Chakraborty, Mrs. Lily Vadera, Mr. Malay Patel,
Mr. M. D. Ranganath, Mr. Sanjiv Sachar, Mr. Sandeep Parekh,
Dr. (Mrs.) Sunita Maheshwari and Mr. Umesh Chandra Sarangi
are the Independent Directors on the Board of the Bank as on
March 31, 2022.

Pursuant to the provisions of Section 149 of the Act, the
Independent Directors have submitted declarations that each of
them meets the criteria of independence as provided in Section
149(6) of the Act along with Rules framed thereunder and
Regulation 16(1)(b) of the Securities and Exchange Board of India
(Listing Obligations and Disclosure Requirements) Regulations,
2015. There has been no change in the circumstances affecting
their status as Independent Directors of the Bank. In the opinion
of the Board, the Independent Directors possess the requisite
integrity, experience, expertise and proficiency required under
all applicable laws and the policies of the Bank.
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Board Performance Evaluation

The performance evaluation of the Board, Committees of the
Board and the individual members of the Board (including the
Chairman) for FY 2021-22, was carried out internally pursuant to
the framework laid down by the Nomination and Remuneration
Committee (NRC). A questionnaire for the evaluation of the
Board, its Committees and the individual members of the Board
(including the Chairman), designed in accordance with the said
framework and covering various aspects of the performance
of the Board and its Committees, including composition, roles
and responsibilities, Board processes, Boardroom culture,
adherence to Code of Conduct and Ethics, quality and flow of
information, as well as measurement of performance in the areas
of strength and areas of focus, as identified in the previous year's
evaluation, was sent out to the Directors. The Committees were
evaluated inter alia on parameters such as composition, terms of
reference, quality of discussions, contribution to Board decisions
and balance of agenda between the Committee and the B<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>