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l. Background

ICICI Bank Canada (the "Bank") is a chartered bank, incorporated and domiciled in Canada. It is a
wholly owned subsidiary of ICICI Bank Limited (the "Parent Bank") and regulated by the Office of
the Superintendent of Financial Institutions ("OSFI"). Effective January 1, 2013, the Bank has
adopted the Basel Il framework (“Basel llI”), as required by OSFI. OSFI has issued a revised Capital
Adequacy Requirements (“CAR”) Guideline encompassing Basel Il and Basel Il requirements. The
most significant aspects of Basel Ill are measures to improve the quality of capital and increase
capital requirements for the global financial system. Common equity is now required to be the
predominant form of capital.

Further, OSFI has issued the Leverage Requirements (“LR”) Guideline in October 2014, effective from
January 1, 2015. In accordance with the CAR Guideline, OSFI expects all institutions to maintain a
leverage ratio that meets or exceeds 3% at all times and has also prescribed authorized “Leverage
Ratio” requirements for individual institutions.

The CAR and LR Guidelines establish two minimum standards, the risk-based capital ratio and the
leverage ratio, to provide a framework for assessing the adequacy of capital for all institutions. The
leverage ratio test provides an overall measure of the adequacy of an institution's capital while the
risk-based capital ratio focuses on risk faced by the institution. These capital adequacy and
leverage ratio requirements apply on a consolidated basis and apply to all regulated financial
institutions as defined in the CAR Guideline.

OSFI requires all banks to maintain sufficient capital to meet or exceed its capital adequacy
requirements. While, the current CAR Guideline has prescribed minimum risk-based capital targets,
OSFI may also set higher target capital ratios for individual institutions. The current thresholds of
Common Equity Tier 1 (“CET1"), Tier 1 and total capital adequacy ratios (including capital
conservation buffer) as per the CAR Guideline are 7%, 8.5% and 10.5%, respectively. The Bank is in
compliance with OSFI's capital adequacy requirements in respect of risk-based CET 1, Tier 1 and
Total capital ratios as well as the Leverage Ratio requirements.

The Basel Il framework consists of the following three-mutually reinforcing pillars:
¢ Pillar 1: Minimum capital requirements for credit risk, market risk and operational risk;

e Pillar 2: Supervisory review of capital adequacy; and
e Pillar 3: Market discipline.

Market discipline (Pillar 3) comprises disclosures on the capital adequacy and risk management
framework of the Bank. There are no entities that are required to be consolidated with the Bank or
that require deduction treatment.

This document sets out the Pillar 3 disclosure requirements and is in addition to the consolidated
Basel Il - Pillar 3 Disclosures made by the Parent Bank.
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Il. Basis of Disclosures

1. Scope of Application of Pillar 3 Requirements

The Pillar 3 disclosures of the Bank have been prepared in accordance with /nternational Convergence of
Capital Measurement and Capital Standards: A Revised Framework - Comprehensive Version (the Basel I/
framework) issued by the Basel Committee on Banking Supervision ("BCBS") in June 2006. Subsequently
BCBS issued Enhancements to the Basel Il Framework in July 2009 and Revisions to the Basel Il Market Risk
Framework in February 2011 followed by Pillar 3 Disclosure Requirements for Remuneration in July 2011.

The third pillar of this framework describes the disclosure requirements for institutions subject to the Basel
Accord, which in Canada includes banks, bank holding companies and federally regulated trust and loan
companies (collectively, the “institutions”). Further, in June 2012, BCBS had issued Composition of capital
disclosure requirements — Rules text. This publication sets out a framework to ensure that the components of
banks’ capital bases are publicly disclosed in standardized formats across and within jurisdictions for banks
subject to Basel lll. Accordingly, OSFI had issued an advisory on Public Capital Disclosure Requirements
related to Basel Il - Pillar 3 disclosures in July 2013 (with subsequent revisions) that provided expectations
for Domestic Systemically Important Banks (“DSIBs”) and non-DSIBs. The Bank has been providing quarterly
disclosures on its website beginning in 2013 in line with these requirements. These Pillar 3 disclosures have
been prepared in accordance with OSFI's disclosure reauirements issued from time to time.

In January 2014, BCBS published the Basel /Il leverage ratio framework and disclosure requirements. This
framework introduces a simple, transparent, non-risk based leverage ratio to act as a credible
supplementary measure to the risk-based capital requirements and includes public disclosure requirements
starting January 1, 2015. Accordingly, OSFI had issued the revised advisory on Public Disclosure
Requirements related to Basel Ill Leverage Ratio in November 2014 incorporating the expectations from
DSIBs and non-DSIBs. The Bank has commenced its Public Disclosure Requirements for Leverage Ratio from
December 31, 2015.

OSFI has issued the revised advisory on Pillar 3 Disclosure Requirements in April 2014. This advisory has
been revised to provide guidance on the disclosure modifications required as a result of OSFI's guidance on
Credit Valuation Adjustment (CVA) grandfathering and to provide minor clarification edits to address
queries received since the initial issuance of this Advisory.

OSFI has also issued the Liquidity Adequacy Requirements (LAR) Guideline in November 2014 to assess
whether a bank, a bank holding company, a trust and loan company or cooperative credit association
maintains adequate liquidity. The LAR Guideline builds on the BCBS Basel lll liquidity framework, which
encompasses Basel lll: The Liquidity Coverage Ratio and the liquidity risk monitoring tools published in
January 2013, Basel llIl: the Net Stable Funding Ratio - consultative document published for comment in
January 2014, and the Monitoring tools for intraday liquidity management published in April 2013. The LAR
Guideline is applicable for the Bank effective January 2015.
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In November 2018, OSFI has released the final version of its Leverage Ratio Disclosure Requirements
Guideline for implementation effective Q1, 2019. The revisions, which reflect the recent changes to the
Leverage Requirements guideline and the Capital Adequacy Requirements (CAR) guideline, incorporate a
new line to capture the treatment of securitized assets that meet the operational requirements for
recognition of significant risk transfer.

Further, Pillar 3 Disclosure Requirements guideline was released in April 2017 setting OSFI's expectations for
D-SIBs on the domestic implementation of the Revised Pillar 3 Disclosure Requirements, issued by the Basel
Committee in January 2015. Effective October 31, 2018, this guideline has replaced the existing disclosure
requirements issued under Basel Il (including Basel 2.5 enhancements and revisions) in the areas of credit
risk, counterparty credit risk, market risk and securitization activities. The revised requirements mark the
Phase | of the Basel Committee’s work on the Pillar 3 disclosure framework, which seeks to promote market
discipline through regulatory disclosure requirements.

In January 2022, OSFI released final version of its Pillar 3 Disclosure guidelines for Small and Medium Sized
Deposit-Taking Institutions (SMSBs) Capital and Liquidity Requirements incorporating final round of Basel-IlI
reforms. OSFI's disclosure requirements for SMSBs are determined by SMSB segmentation category. OSFI
requires institutions to fully implement the revised disclosures as described in this guideline in the fiscal Q2-
2023 onwards. The primary changes include, separate Pillar 3 Disclosure Guidelines for D-SIBS and SMSBs,
incorporation of the complete set of disclosures from the Basel framework for D-SIBs and clearer and more
proportional disclosure requirements for SMSBs.

2. Functional and Presentation Currency

The Pillar 3 disclosures are presented in Canadian currency, which is the Bank’s functional currency. Except
as otherwise indicated, financial information presented in Canadian dollars has been rounded to the nearest
thousand.

3. Frequency of Disclosures

The Pillar 3 disclosures are made on an annual basis and published after the audit of the year-end financial
statements. In addition, quantitative disclosures on regulatory capital and leverage ratios are published on a
quarterly basis.

4. Location of Disclosures

The Basel - Pillar 3 disclosures are located under the “Regulatory Disclosures” link on the home page of the
Bank's website www.icicibank.ca. The Parent Bank’s consolidated disclosures are available at

https://www.icicibank.com/requlatory-disclosure.page.

5. Limitation of Disclosures

The Pillar 3 disclosures are unaudited and have been prepared only for complying with OSFlI's disclosure
requirements explaining the basis on which the Bank has prepared and disclosed information about capital
requirements and the management of certain risks and for no other purpose. They do not constitute any form
of financial statements and may not be relied upon in making any judgment or investment on the Bank or the
Parent Bank.
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lll. Capital Structure

The Bank's total regulatory capital currently comprises Tier 1 and Tier 2 capital components which
are subject to the various limits, restrictions and regulatory adjustments as described in Chapter 2
of the CAR Guideline. Tier 1 capital consists of CET 1 capital. CET 1 capital includes common
shares, retained earnings, and accumulated other comprehensive income and other disclosed
reserves. Tier 2 capital consists of certain eligible loan loss allowances termed as generdl
allowances in CAR Guideline and defined as Stage 1 & Stage 2 allowances under IFRS 9.

The Bank’s Capital Management Policy, which is reviewed and approved annually by the Board of
Directors, governs the quantity and quality of capital to be maintained by the Bank. The objective
of this policy is to maintain strong and efficient capital at levels that are appropriate for business
requirements from time to time. The Bank also seeks to optimize return to shareholders and
implement systems for monitoring the capital position.

The Bank estimates the regulatory capital requirements in line with the CAR Guideline issued by
OSFI. Capital is provided for the purpose of unforeseen and unexpected events based on the risk
assessment for each of the underlying asset classes in the Bank’s portfolio. Further, in line with
industry practice, the Bank acknowledges that capital is not the only mitigating factor for all
unforeseen events and contingencies and, therefore, appropriate risk management and
governance practices are in place to actively monitor the risks the Bank is exposed to in the course
of carrying on its business.

The Bank is in compliance with OSFI's capital adequacy requirements. The Senior Management of
the Bank reviews the capital adequacy ratios on a monthly basis. In addition, the capital adequacy
position and the risk weighted assets are reported to the Board of Directors on a quarterly basis.

Common shares

The Bank is authorized to issue an unlimited number of common shares without par value and an
unlimited number of non-voting preferred shares without par value. OSFI must approve any plan
to redeem the Bank's capital for cash. The Bank has issued 839,500,000 common shares for cash
consideration to the Parent Bank.
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The following table summarizes the amount and composition of the Bank’s regulatory capital

and capital ratios as at December 31, 2023:-

Capital Components Amount in 000s CAD

Requlatory Capital

Common Equity Tier 1 (CET1) Capital
Common shares

Surplus (share premium) relating to common shares®

Retained earnings for accounting purposes
Accumulated other comprehensive income for capital purposes

Requlatory adjustments to CET1 Capital

Other deductions or regulatory adjustments to CET1 as determined by OSFI
Debit valuation adjustment on derivatives
Net CET1 Capital

Net Tier 1 Capital

Tier 2 Capital

Eligble Stage 1 and Stage 2 allowance (re standardized approach) adusted for

ECL Transitional Arrangements

Net Tier 2 Capital

Total Capital

249,500

216,922
(3,201)

463,221

463,221

463,221

18,557

18,557

481,778

@ Effective April 2014, only surplus (share premium) resulting from the issue of instruments can be included in CET1 capital. Since

the additional paid-in capital recorded by the Bank is not related to issue of common shares, it is ineligible for inclusion as CET1

Page 7



IV. Capital Adequacy
1. Approaches

The amount and composition of the Bank’s capital requirement is determined by assessing
the minimum capital requirement under Pillar 1 based upon the CAR Guideline, the impact of
stress and scenario tests, the Bank’s risk appetite and also the capital requirement that is
consistent with the Bank’s business plan.

Further, the CET 1, Tier 1 and Total capital ratios are computed by dividing CET 1, Tier 1 and
total capital by total adjusted RWA determined under Pillar 1 as per OSFI's CAR Guideline.
OSFI has stipulated the minimum capital requirements in Chapter 1 of CAR Guideline and
expects all institutions to attain a target CET 1 ratio of 7% by Q1, 2013, 8.5% for total tier 1
and 10.5% for total capital.

The Bank determines its Pillar 1 regulatory capital requirement based on the following
approaches:

a) Credit risk - Standardized Approach

The Bank has adopted the Standardized Approach for computing capital requirements under
credit risk. Under the Standardized Approach, the Bank applies risk weights to various on-
balance sheet and off-balance sheet (credit equivalent amounts) exposures with the
exception of items that are deducted from capital as regulatory adjustments pursuant to the
CAR Guideline, section 2.3 of Chapter 2 — Definition of Capital. On-balance sheet exposures
include claims on sovereigns, banks including Securities Firms and Other Financial
Institutions Treated as Bank, corporates including specialized lending, CRE, Land ADC,
residential mortgages, retail portfolio, equity, securitization exposure, etc. Off-balance sheet
exposures include undrawn commitments, direct credit substitutes, transaction-related
contingencies, trade-related contingencies, interest rate swaps, forward foreign exchange
contracts, cross currency swaps, etc.

Further, the exposures are categorized into drawn, undrawn commitments, repo-style
transactions, OTC derivatives and other off-balance sheet exposures. The Bank computes
gross exposure as the sum of the total on-balance sheet exposures and credit equivalent
amount for off-balance sheet exposures gross of allowances for credit loss. Further, “net
exposure” refers to gross exposure net of individual allowances. Net exposures after applying
Credit Risk Mitigation are risk weighted as per CAR Guideline for computation of total
adjusted risk weighted assets (“RWA?”) for credit risk.
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b) Market risk Approach

Paragraph 2 of Chapter 9 of OSFI CAR Guideline 2023 specifies that market risk
requirements apply only to internationally active institutions. Further, paragraph 3 of the
Chapter 9 mentions that OSFI retains the right to apply the framework to other institutions,
on a case by case basis and all institutions designated by OSFI as domestic systemically
important banks (“D-SIBS”) shall meet the requirements of this Chapter. Thus the market risk
framework was not applicable to the Bank as at December 31, 2023. Also as required by
OSFI's CAR Guideline, the trading book exposures have been included as part of the banking
book exposures.

c) Operational risk - The Simplified Standardized Approach (“SSA”)

The Bank has adopted the Simplified Standardized Approach for computing capital
requirements under operational risk. Under this approach the Bank is required to hold capital
for operational risk (ORC) equal to 15% of average annual adjusted gross income (AGI) over
the previous 12 fiscal quarters. The CAR Guideline defines “adjusted gross income” as lesser
of (i) absolute value of net interest income and (ii) 2.25% of interest earning assets, dividend
income, absolute value of fee and commission income, other income, net profit/loss (trading
book) & (banking book). The RWA for operational risk is calculated as 12.5 times the
operational risk capital charge under SSA.

Leverage Ratio

Effective January 1, 2015, the Bank calculates Leverage Ratio ("LR"). The Leverage Ratio is
defined as the capital measure (the numerator) divided by the exposure measure (the
denominator) and is expressed as a percentage. OSFI expects all institutions to maintain a
leverage ratio that meets or exceeds 3% at all times beginning in Q1 2015. The
Superintendent may also prescribe authorized leverage ratio requirements for individual
institutions.

Approaches to assessing capital adequacy

The Bank, in line with the regulatory capital requirements of OSFI and the Parent Bank’s
regulator, the Reserve Bank of India ("RBI"), has instituted an Internal Capital Adequacy
Assessment Process (“ICAAP”) which is used to estimate the capital requirements in line
with the risk appetite of the Bank. The ICAAP is approved by the Risk Committee ("RC") of
the Board of Directors.
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The Bank’s capital management framework includes a comprehensive ICAAP conducted
annually which determines the adequate level of capitalization for the Bank to meet
regulatory norms as well as current and future business needs, including under stress
scenarios. The ICAAP encompasses capital planning for a three-year time horizon,
identification and measurement of material risks and the relationship between risk and
capital.

The capital management framework is complemented by the risk management framework,
which includes a comprehensive assessment of material risks. Stress testing, is conducted to
assess the impact of stress events on the Bank’s risk profile and internal capital adequacy
requirements. Stress testing, which is a key aspect of the ICAAP and the risk management
framework, provides an insight on the impact of extreme but plausible scenarios on the
Bank’s risk profile and capital position. Based on the Board-approved stress testing
framework, the Bank conducts stress tests on its various portfolios and assesses the impact
on its capital ratios and the adequacy of capital buffers for current and future periods.

The Bank periodically assesses and refines its stress tests in an effort to ensure that the
stress scenarios capture material risks as well as reflect possible extreme market moves that
could arise as a result of market conditions. The Bank uses the ICAAP to determine the
Bank's growth strategy, risk profile and minimum capital resource requirements and
formulates its internal capital level targets based on the ICAAP and endeavors to maintain
its capital adequacy level in accordance with the targeted levels at all times. The business
and capital plans and the stress testing results of the group entities are integrated into the
ICAAP.

Based on the ICAAP, the Bank determines the level of capital that needs to be maintained by
considering the following in an integrated manner:

e Bank’s strategic focus, business plan and growth objectives;
¢ Regulatory capital requirements as per OSFI guidelines;

e Assessment of material risks (Pillar 1 and Pillar 2);

e Impact of stress testing and scenario analysis; and

e Potential management actions in the event of stress.

Monitoring and reporting

The Board of Directors of the Bank maintains an active oversight of the Bank’s capital
adequacy levels. A summary of the capital adequacy position, the risk weighted assets and
the leverage ratio are reported to the Board of Directors on a quarterly basis. Further, the
ICAAP also serves as a mechanism for the Board to assess and monitor the Bank’s capital
adequacy position over a three year time horizon.
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2. Pillar 1 Regulatory Capital Requirement

The following table summarizes the Bank’s Pillar 1 credit Risk Weighted Assets ("RWA") under
each of the standardized exposure classes as at December 31, 2023:

Amount in 000s CAD
Standardized approach — credit risk asset classes RWA

Banking Book (excl. securitizations)

Corporate 1,642,020
of which :

Specialized Lending 58,330

General Commercial Real Estate 71,252

Land Acquisition, Development and Construction 22,272
Sovereign -
Bank 205,795

of which :

Securities Firms and Other Financial Institutions Treated as Bank 107,689
Retail Residential Mortgages 455,167
Other Retail excl. SBE 35,818
SBE treated as Other Retail -
Equity 3,600

Trading Book -
Securitizations -

CVA 10,038
Other credit risk-weighted assets 46,062
Total adjusted risk-weighted assets for credit risk 2,398,500

Standardized Approach - Market Risk -

The Simplified Standardized Approach - Operational Risk 201,013

Total adjusted RWA 2,599,513

The following table summarizes the Bank’s regulatory capital ratios and Leverage Ratio as at
December 31, 2023:-

Regulatory capital ratios

CET 1 Capital (%) 17.82%
Tier 1 Capital (%) 17.82%
Tier 2 Capital (%) 0.71%
Total Capital (%) 18.53%
Leverage ratio 7.26%
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3. Credit Risk

a) Credit Risk Management

ICICI Bank Canada is a full service bank operating in Canada, offering Corporate &
Commercial Banking services, Retail Banking services and Treasury services that support
both the Bank’s balance sheet management and the requirements of its Corporate & Retail
clients.

In keeping with the principles of the Basel Committee on Banking Supervision, the Bank
takes a “three-lines-of-defence” approach to managing risk. The business functions and
units within the Bank are themselves the first line of defence. They “own” the risk in their
respective operations. The second line of defence is provided by the Risk Management
Group (RMG) along with other control units within the Bank (i.e., units not having business
line responsibilities) including Compliance, Legal, Finance, Operations and the Human
Resources units. These units provide independent oversight and establish risk management
policies, structure, processes and practices that address all significant risks across the Bank.
The third line of defence is provided by the Internal Audit function, which monitors the
efficiency and effectiveness of controls across various business functions and units within
the Bank including control, risk management and governance processes. With these
elements in place, the operation of the risk governance structure enables the Bank in: risk
identification & assessment, risk responsiveness, risk focus in decision-making,
establishment of risk parameters & limits, and risk education and training.

The Chief Executive Officer (“CEQ”), the Chief Risk Officer (“CRO") and the other members of
Senior Management are responsible for risk management under the direct oversight of the
Committees of the Board. In this regard, it is noteworthy that the CRO reports to the CEO
but also has direct access to the Chair of the Risk Committee (RC) and its members.

The Enterprise Risk Management Framework (ERMF) defines Bank’s risk appetite and key
limits across all risks. The Bank ensures that its risk appetite is well established, monitored,
and communicated throughout the organization and that the Bank’s objectives, strategy
and values align with its risk appetite. The Bank sets risk limits to ensure that risk-taking
activities are within the risk appetite. The risk limits are shaped by the Bank’s guiding risk
principles and risk appetite. The risk limits control risk-taking activities within the Bank. The
limits also establish accountability for key tasks in the risk-taking process and institute the
level or conditions under which transactions may be approved or executed.

Credit risk arises from unexpected losses that may occur if the Bank’s borrowers or market
counterparties fail to meet their obligations to pay. Credit risk mostly arises due to the
Bank’s exposure to borrower default on exposures. Credit risk is appropriately managed &
controlled by undertaking sound risk analysis & measurement, and by using appropriate
monitoring & reporting practices & systems.
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The Bank’s Corporate and Commercial Credit & Recovery Policy ("CCCRP"), Retail Credit &
Recovery Policy ("RCRP") and Residential Mortgage Underwriting Policy (“RMUP"), which are
approved by its Board, together describe the principles which underlie and drive the Bank’s
approach to credit risk management together with the systems and processes through which it is
implemented and administered. The Bank’s policies align with OSFI requirements and guidelines.
They are reviewed annually by the applicable Board Committee and amended periodically based
on recommendations from the RMG, Internal and External Audit, the business functions themselves
and from Senior Management.

In case of lending to large corporates, no individual delegated authorities are provided for under the
Bank’s governance framework and all authorizing powers rest with the Management Credit
Committee (MCC) and the RC. For lending under residential mortgages and other retail products, a
detailed delegated lending authority (with RC of the Board being the highest approving authority)
is provided in the Board approved RMUP and RCRP respectively.

The MCC is chaired by the President and CEO and comprises senior executives of the Bank, with the
CRO being an Alternate Chair and permanent member. The MCC approves credit proposals before
recommending them to the RC, manages the credit risk on a portfolio basis for
corporate/commercial and residential mortgage business and reviews asset quality and portfolio
quality on a monthly basis.

The Bank takes a two-tier approach to assessment of credit risk for its corporate and commercial
lending business: initially, by a commercial lending officer proposing the transaction, followed by a
risk officer independently assessing the same. The CCCRP lays down a structured and
standardized credit approval process, which includes a well-established procedure of independent
and comprehensive credit risk assessment and the assignment of an internal risk rating to the
borrower. The risk rating is a critical input for the credit approval process and is used as an input in
arriving at the credit risk spread, and also subsequently, in arriving at the loan loss allowance
against the credit.

Independent groups have been constituted across the Bank to facilitate the evaluation, monitoring
and reporting of credit risk. The Credit Risk Management Group (“CRMG”) rates proposals using
appropriate rating models, carries out industry analysis, tracks the quality of the credit portfolio.
The Loan Services Operations Group (“LSOG”) verifies adherence to the terms of loan approvals
prior to commitment and disbursement of the credit facilities and carries out activities related to
post-authorization monitoring. It also reviews the completeness of documentation and creation of
security for assets financed and post-disbursement monitoring as per stipulated terms and
conditions.
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The residential mortgage applications are electronically transmitted from the mortgage brokers and
the Bank’s direct sourcing channels into an underwriting system with built-in business rules to
determine parameters/approval authorities to facilitate the underwriting process. The underwriting
team is responsible for credit administration, which includes monitoring compliance with the terms
and conditions for the committed mortgages prior to disbursement. The closing centers review the
completeness of documentation and creation of security including title insurance for the mortgage.

The Bank has a detailed calendar of reviews that is used to review the credit risk position.
Additional portfolio reviews based on market developments take place when necessary. The risk
reports aggregate measures of risk across businesses and products and are used by the Board and
Senior Management with a view to complying with policies, limits, and guidelines as well as
understanding the Bank’s risk position and the performance of the portfolios. The Bank ensures
that independent audit functions are established to review reports to the Board regarding
adherence to the processes, procedures and controls for managing risk.

Monitoring of credits, while ongoing as part of scheduled periodic credit reviews, can also be
triggered by any material credit event coming to the Bank’s notice through either primary or
secondary sources. All borrower accounts, including their ratings and underlying collateral, are
reviewed at least on an annual basis or in a shorter interval if recommended by the CRO or the
relevant authorizing committee.

Page 14



Equity exposure:

The Bank’s equity exposure includes an investment of $84 [£50,000] in ICICI Bank UK PLC and Cirque Du SolielL Inc. of $1,356 which is risk weighted at
250% under the Standardized Approach for credit RWA.

The following table summarizes the Bank's total gross credit risk exposure (credit-equivalent amount for OTC derivative exposures) and risk-weighted
assets (“RWA”) as at December 31, 2023:

Amount in 000s CAD

Portfolio Drawn Undrawn OTC Derivatives Other Off Total RWA
Commitments? Balance sheet
Items!

Corporate 1,561,201 424,584 2,317 36,744 2,024,846 1,642,020
of which :

Specialized Lending 55,663 13,170 - 52 58,330

General Commercial Real Estate 67,998 8,134 - - 71,252

Land Acquisition, Development and
Construction 15,390 615 - 858 22,272
Sovereign 483,954 - - - 483,954 -
Bank 567,533 22,340 55,133 27,298 672,304 205,795
of which :

Securities Firms and Other Financial
Institutions Treated as Bank 270,375 900 - - 271,275 107,689
Total Institutional Credit Exposures 2,612,688 446,924 57,450 64,042 3,181,104 1,847,815
Residential Mortgages 3,422,937 51,622 - - 3,474,559 455,167
Other Retail (excl. SMEs) 34,929 14,014 - - 48,943 35,818
Retail SME - - - - - -
Total Retail Credit Exposures 3,457,866 65,636 - - 3,623,502 490,985
Equity Exposures 1,440 - - - 1,440 3,600
Securitization Exposures - - - - - 10,038
Other credit risk-weighted assets” 65,267 - - - 65,267 46,062
Total Gross Credit Exposures 6,137,261 512,560 57,450 64,042 6,771,313 2,398,500
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The following table summarizes the Bank’s total average gross credit risk exposure (credit-equivalent amount for OTC derivative exposures) and risk-
weighted assets (“RWA”) as at December 31, 2023:

Amount in 000s CAD

Portfolio Drawn Undrawn OTC Derivatives Other Off Total RWA
Commitments’ Balance sheet
tems'

Corporate 1,489,183 366,328 1,649 42,476 1,899,636 1,547,429
of which :

Specialized Lending 49,195 7,585 - 22 56,802 52,012

General Commercial Real Estate 46,764 5,402 - - 52,166 48,766

Land Acquisition, Development and
Construction 16,123 3,496 - 840 20,459 21,477
Sovereign 515,554 - - - 515,554 -
Bank 375,452 21,306 42,860 25,656 465,274 149,640
of which :

Securities Firms and Other Financial
Institutions Treated as Bank 205,503 1,086 - - 206,589 82,185
Total Institutional Credit Exposures 2,380,189 387,634 44,509 68,132 2,880,464 1,697,068
Residential Mortgages 3,613,527 74,373 - - 3,587,900 500,089
Other Retail (excl. SMEs) 26,059 9,731 - - 35,790 25,944
Retail SME - - - - - -
Total Retail Credit Exposures 3,539,585 84,104 - - 3,623,690 526,033
Equity Exposures 1,571 - - - 1,571 3,416
Securitization Exposures - - - - - 4,757
Other credit risk-weighted assets” 57,949 - - - 57,949 56,642
Total Gross Credit Exposures 5,979,295 471,738 44,509 68,132 6,563,674 2,287,918

Note: Gross credit exposure is gross of all allowances for credit loss and average exposure has been calculated based on monthly average exposures.
! Undrawn commitments and other Off B/S items have been included at notional principal value.

2 Includes RWA on Credit Valuation Adjustments on Bilateral OTC Derivatives.

Page 16




The following table summarizes the Bank's total gross credit exposures (credit-equivalent amount for OTC derivative exposures) by risk
weights as at December 31, 2023:

Amount in 000s CAD

Exposure Category Drawn Undrawn OTC Derivatives Other Off Total
Commitments' Balance sheet
Items’
0% risk weight 511,675 - - - 511,675
More than 0% but Less than 100% risk weight 4,083,628 110,411 52,562 36,539 4,283,140
100% risk weight 1,522,251 401,799 4,888 27,503 1,956,441
More than 100% risk weight 19,707 350 - - 20,057
Total Gross Credit Exposures 6,137,261 512,560 57,450 64,042 6,771,313

! Undrawn commitments and other Off B/S items have been included at notional principal value.

The following is a summary of the Bank's total net credit exposures after credit risk mitigation (“CRM”) by risk weights as at December 31,
2023:

Amount in 000s CAD

Exposure Category Rated Unrated Total
0% risk weight 483,954 27,721 511,675
More than 0% but Less than 100% risk weight 626,734 1,467,804 2,094,538
100% risk weight 3,509 1,674,172 1,677,681
More than 100% risk weight - 19,847 19,847
Total Net Credit Exposures after CRM 1,114,197 3,189,544 4,303,741

Note: Net credit exposure is gross credit exposure (credit equivalent amount for Off B/S exposures) less specific allowances, eligible financial collateral and eligible guarantees/credit derivatives.

The following table summarizes the Bank's total gross credit exposures by geography based on the location of ultimate risk as at December
31, 2023:-

Amount in 000s CAD

Category Canada India Others Total
Deposit with Bank 88,465 2,335 40,190 130,990
Securities 615,724 - - 615,724
Loans 4,960,044 58,729 296,294 5,315,067
Undrawn Commitments 511,976 22 562 512,560
OTC Derivatives 47,230 4,217 6,003 57,450
Other Off Balance Sheet Items 37,228 26,814 - 64,042
Equity 1,356 84 1,440
Total 6,262,023 92,117 343,133 6,697,273

Note: Gross credit exposure (credit equivalent amount for Off B/S exposures) by geography excludes accrued interest of CAD 13,079 and other assets of CAD 60,961.
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The following table summarizes the Bank’s industry-wise distribution of total gross credit exposures as at December 31, 2023:

Amount in 000s CAD

Category Deposit with [ Securities Loans Undrawn OTC Other Off Equity Total
Bank Commitments® | Derivatives | Balance sheet
ltems'

Residential mortgages 3,696,186 52,521 3,748,707
Personal loans 34,925 14,014 48,939
Total Gross Retail Exposures 3,731,111 66,535 3,797,646
Accommodation and food services 52,162 5,149 57,311
Admin & Support, Waste Mgmt and Remediation 79,106 21,746 100,852
Arts, entertainment and recreation -

Construction 71,967 16,525 17,588 106,080
Educational services 169 332 2,700 3,201
Energy 1,656 1,656
Finance & Insurance 130,990 170,098 333,898 148,958 55,135 29,368 84 868,531
Government & Sovereign 445,626 445,626
Health care and social assistance 18,008 7,397 25,405
Information and Cultural Industries 48,357 13,788 62,145
Manufacturing 369,520 39,741 2,669 411,930
Mining, Quarrying and Oil and Gas Extraction 60,134 112,630 172,764
Professional, Scientific & Technical Services 77,118 26,205 3,182 106,505
Real Estate and Rental and Leasing 107,767 5,877 113,644
Retail Trade 105,661 21,217 2,452 129,330
Transportation & Warehousing 113,487 8,485 41 122,013
Utilities 65,386 65,386
Wholesale Trade 88,360 17,975 106,335
Service-Others 1,356 1,356
Others 660 6,042 6,702
Deferred loan fees and premium (7,144) (7,144)
Total Gross Exposures Excluding Retail 130,990 615,724 1,583,956 446,025 57,450 64,042 1,440 2,899,627
Total Gross Credit Exposures 130,990 615,724 5,315,067 512,560 57,450 64,042 1,440 6,697,273

- Undrawn commitments and other Off B/S items have been included at notional principal value.

2 Others include securitization exposure and cash back transactions under securities and other off balance sheet items respectively.
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The following table summarizes the Bank’s maturity pattern of assets as at December 31, 2023:

Amount in 000s CAD

Maturity buckets Cash Balances with Investments Loan Advances Fixed assets Other assets Total assets
banks & money net of allowances
at call and short for credit losses
notice
Next day 1,854 130,990 443,113 3,757 - 84 579,798
2 to 7 days - - - 30,010 - 834 30,843
8 to 14 days - - 14,981 16,534 - 2,606 34,120
15 to 30 days - - - 90,744 - 2,519 93,264
31 days upto 2 months - - 118,622 125,815 - 5,799 250,236
More than 2 months and - - 36,494 147,504 - 3,948 187,946
upto 3 months
More than 3 months and - - - 339,652 - 11,260 350,912
upto 6 months
More than 6 months and - - - 758,452 - 13,529 771,981
upto 1 year
More than 1 year and - - - 2,489,549 - - 2,489,549
upto 3 years
More than 3 year and - - - 1,114,667 - 415 1,115,082
upto 5 years
Above 5 years - - 3,868 169,448 3,445 27,837 204,599
Total 1,854 130,990 617,078 5,286,131 3,445 68,829 6,108,328
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b) Credit Risk Mitigation
Collateral management

Collateral is obtained when the loan is initially granted and is monitored periodically. For impaired
loans, the available collateral has been considered in determining loan loss allowances. The types
of acceptable collateral are documented in various relevant policy documents. The main types of
collateral obtained are as follows:
e For corporate/commercial lending, assets of the borrower/corporate guarantors, personal
assets of the principals and/or pledge of equity interests, charge on equipment and current
assets, hypothecation of movables. Generally, for commercial lending, the Bank also obtains

guarantees from parent companies for loans to their subsidiaries;
¢ For retail lending on a case to case basis, charge on personal assets, including real

estate/property; and
e For residential mortgages, first/second mortgage charge in favor of the Bank, as well as
insurance by Canada Mortgage and Housing Corporation (“CMHC”) or approved private
insurers.
All borrower accounts, including their ratings and underlying collateral, are reviewed at least on
an annual basis or in a shorter interval if recommended by the CRO or the relevant sanctioning
committee.

Credit Risk Mitigation techniques

The OSFI Guideline on CAR allows the following credit risk mitigants to be recognized for
regulatory capital purposes:
¢ Eligible financial collaterals, which include cash (deposited with the Bank), and securities
issued by Federal and Provincial Government; and
e Eligible guarantees/credit derivatives including for residential mortgages insured by
CMHC/private insurer.
The Bank reckons the permitted credit risk mitigants for obtaining capital relief through a

reduction in RWA only when the credit risk mitigant fulfills the conditions stipulated for eligibility
by OSFl in its guidelines on CAR.

Concentrations within credit risk mitigation

The CAR Guideline, among its conditions for eligible credit risk mitigants, requires that there
should not be a material positive correlation between the credit quality of the counterparty and
the value of the collateral being considered. Currently, the Bank does not have any concentration
risk within credit risk mitigation.
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The following table summarizes the portfolio covered by eligible financial collateral and
guarantees/credit derivatives as at December 31, 2023:

Amount in 000s CAD

Risk-weighted assets Eligible financial Eligible guarantees/
Corporate 12,424 90,944
of which :

Specialized Lending 2,627 -

General Commercial Real Estate - -

Land Acquisition, Development and Construction 158 -
Sovereign - -
Bank - -
of which :

Securities Firms and Other Financial Institutions - -
Total Institutional Credit Exposures 12,424 90,944
Residential Mortgages - 2,010,425
Other Retail (excl. SMEs) 1,861 -
Retail SME - -
Total Retail Credit Exposures 1,861 2,010,425
Total Gross Credit Exposures 14,285 2,101,369

External ratings

The Bank uses external ratings of recognized rating agencies identified in the CAR Guideline for
its sovereign, bank and securitization exposures. Accordingly, ratings from external rating
agencies S&P, Fitch, Moody's and DBRS are used for capital adequacy purposes. The Bank also
uses the standard mapping published in the CAR guidelines.
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c) Counterparty Credit Risk

Counterparty credit risk ("CCR") in the context of Pillar 3 disclosure is the risk that the counterparty to a

derivative transaction posted to either the Banking Book or Trading Book could default before the final

settlement of the transaction's cash flows. The Bank uses the Standardized Approach for Counterparty

Credit Risk (SA-CCR) to measure the credit equivalent amount of counterparty credit exposures as

defined in the CAR guidelines. Further, the risk-weighted amounts represent the credit equivalent amount

risk weighted according to the creditworthiness of the counterparty.

The following table summarizes the notional principal values of the derivative instruments along with the

gross positive and gross negative fair value, credit equivalent amount and risk-weighted assets as at

December 31, 2023:

Amount in 000s CAD

Notional Gross Gross Credit Risk-
Principal Positive Negative Equivalent weighted
Amount Fair Value Fair Value Amount assets
Trading
Forward foreign
exchange contracts 97,835 93 1,829 2,720 2,720
Foreign currency swaps 1,262,612 25,366 5,123 52,088 16,340
Interest rate swaps 24,681 415 399 1,105 1,011
Hedging
Bond forwards - - - - -
Interest rate swaps 225,000 - 2,445 1,537 461
Total 1,610,128 25,874 9,796 57,450 20,532
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d) Impairment

Scope

The Bank applies a three-stage approach to measure allowance for credit losses, using an ECL
approach as required under IFRS 9, for the following categories of financial instruments that
are not measured at fair value through profit or loss:

e Amortized cost financial assets;

¢ Debt securities classified as at FVOCI

Off-balance sheet items subject to impairment assessment include financial guarantees and
undrawn loan commitments.

ECL impairment model

The Bank measures the ECL through an assessment of quantitative and qualitative factors.
The estimate of the ECL is arrived at using an internally developed model, based on default
probabilities ("PD"), loss given default ("LGD") rates, exposure at default ("EAD"), staging
classification criteria, expected life of the exposure and EIR. A key component of ECL
methodology is the appropriate segmentation of the portfolio, based on common risk factors

within the group of loans.
The Bank uses a ‘three-stage’ model for assessment of ECL based on changes in credit risk

since origination.

Stage 1 includes financial instruments that have not had a significant increase in credit risk
since origination or that have low credit risk at the reporting date. For these assets, 12-month
ECL are recognized. 12-month ECL are the ECL that result from default events that are
possible within 12 months after the reporting date.

Stage 2 includes financial instruments that have had a significant increase in credit risk since
origination but are not credit impaired. For these assets, lifetime ECL are recognized. Lifetime
ECL comprises the ECL that result from all possible default events over the expected life of the
financial instrument.

Stage 3 includes financial assets that are credit impaired at the reporting date. For these
assets, lifetime ECL are recognized. ECL is assessed based on estimates of recovery from the
borrower under future scenarios.

Measurement of ECL

The measurement of ECL is the product of the instrument’s PD, LGD, and EAD discounted to
the reporting date. The calculation horizon is the primary difference for Stage 1 and Stage 2
ECL for performing financial assets. Stage 1 estimates project PD, LGD and EAD over a
maximum period of 12 months while Stage 2 estimates project PD, LGD and EAD over the
remaining lifetime of the instrument.
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¢ PD measures the likelihood that a borrower, with an assigned risk rating, will impair/ default

within a defined time horizon.
e EAD measures the expected exposure on a facility in the event of a borrower’s default.
e LGD measures the severity of loss on a facility in the event of a borrower’s default.

Forward-looking information

The estimation of ECL for each stage and the assessment of significant increases in credit risk
consider information about past events and current conditions as well as reasonable and
supportable forecasts of future events and economic conditions. The estimation and
application of forward-looking information requires significant judgment.

Macroeconomic factors

An ECL estimate is produced for each individual exposure. Relevant parameters are modeled
on a collective basis using portfolio segmentation that allows for appropriate incorporation of
forward looking information. To reflect other characteristics that are not already considered
through modelling, expert credit judgment is exercised in determining the final ECL. For its
corporate and commercial banking portfolio, the Bank relies on external data for estimating
forward looking PDs such as annual one-year observed default rates, annual GDP growth rate
and Oil prices. For its residential mortgage portfolio, the Bank uses quarterly one-year
observed default rates obtained from external sources and House Price Index (HPI) data. The
inputs and models used for calculating ECL may not capture all the risks inherent in the
financial assets and to reflect this, qualitative adjustments or overlays may be made as
temporary adjustments using expert credit judgment. These approaches have been designed
to maximize the available information that is reliable and supportable for each portfolio and
may be collective in nature.

Multiple forward-looking scenarios

IFRS 9 also requires that multiple scenarios be created for estimation of future PDs and a
probability weighted average PD be used for the estimation of ECL. In this regards, the Bank
creates three scenarios for PD: Base, Optimistic and Pessimistic. The base scenario represents
the most likely outcome. The optimistic and pessimistic scenarios are set by adjusting our base
projections to construct reasonably possible scenarios that are more optimistic and
pessimistic, respectively. Similarly, for its corporate and commercial banking portfolio, the
historical default data is not sufficient in creating an LGD estimate based on historical
experience, the Bank uses three LGD scenarios (i) stress asset cover scenario, (ii) Basel LGD
scenario, (iii) distress scenario to estimate LGD on a case by case basis.
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Assessment of Significant Increase in Credit Risk (SICR)

At each reporting date, the Bank assesses whether there has been a significant increase in
credit risk for exposures since initial recognition. The assessment of a significant increase in
credit risk ("SICR") is carried out on a relative basis. To assess whether the credit risk on a
financial asset has increased significantly since origination, the Bank compares the risk of
default occurring over the expected life of the financial asset at the reporting date to the
corresponding risk of default at origination, using key risk indicators. IFRS 9 contains a
rebuttable presumption that instruments which are 30 days past due have experienced a
significant increase in credit risk. The Bank does not rebut this presumption. Financial assets
can move in both directions through the stages of the impairment model and will allow credit
risk of financial assets to move back to Stage 1 if increase in the credit risk since origination
reduces and is determined to be no longer significant.

Expected life

The Bank considers the maximum contractual period over which it is exposed to credit risk. All
contractual terms are considered when determining the expected life, including extension and
rollover options. For certain revolving credit facilities that do not have a fixed maturity and
where credit losses would not be mitigated by management actions, the expected life is
estimated based on the period over which the Bank is exposed to credit risk. For term lending
products, the period till contractual maturity is considered as the expected life. For revolving
products, expected life is analyzed based on historical experience of the product.

Presentation of allowance for credit losses in the Statements of Financial Position

¢ Financial assets measured at amortized cost: as a deduction from the gross carrying amount
of the financial assets;

¢ Debt instruments measured at fair value through other comprehensive income: no allowance
is recognized in the Statements of Financial Position because the carrying value of these
assets is their fair value. However, the allowance determined is presented in the Accumulated
other comprehensive income;

e Off-balance sheet credit risks include undrawn lending commitments, letters of credit and
letters of guarantee: as a part of accounts payable and other liabilities.

Modified financial assets

An assessment is made to determine if the existing financial asset should be derecognized
whenever the terms of a financial asset are modified or an existing asset is replaced. The date
of origination continues to be used to determine SICR whenever a modification does not result
in derecognition. Where a modification results in derecognition, the new financial asset is
recognized at its fair value on the modification date.
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Contractual terms of financial assets may be modified for commercial or credit reasons. The
terms of a performing asset may be modified to provide market pricing to borrowers. Financial
assets may be modified for credit reasons and the contractual terms modified to grant a
concession to a borrower due to the borrower experiencing financial difficulty.

If the modifications to the contractual terms (eg. interest rate, authorized amount, term, or
collateral) are considered substantial, it will result in derecognition of the original asset. The
original financial asset is derecognized and the new financial asset is recognized at fair value.
The difference between the carrying value of the derecognized asset and the fair value of the
new asset is recognized in the Statements of Comprehensive Income.

Where a modification of the terms does not result in derecognition of the financial asset, the
gross carrying amount of the modified asset is recalculated based on the present value of
modified cash flows which are discounted at the original EIR. Any resulting gain or loss from
such modification is recorded on the provision for credit losses line in the Statements of
Comprehensive Income.

Definition of default

The definition of default used in the measurement of ECL and the assessment to determine
movement between stages is consistent with the definition of default used for internal credit
risk management purposes. A default is considered to have occurred with regard to a
particular obligor when either or both of the two following events have taken place:

e The Bank considers that the obligor is unlikely to pay its credit obligations in full, without

recourse to actions such as realizing security (if held).
e The obligor is past due more than 90 days on any material credit obligation.

Write-off policy

A write-off is an accounting treatment that recognizes the reduced value of an impaired asset.
A write off occurs upon the realization that an asset no longer can be converted into cash or
has no market/economic value. A decision to write-off a loan will be taken based on the
specific circumstances of each case. A loan can be written off when there has been a marked
deterioration in the financial affairs of the Borrower/Obligor, such that there is no longer
reasonable assurance of timely collectability of principal or interest.
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The following table shows the Stage 1 and Stage 2 allowances by industry as at December 31, 2023:

Amount in 000s CAD

Stage 1 and 2

Industries allowances
Residential mortgages 3,421
Personal loans 517
Total Retail Loans 3,938
Accommodation and food services 168
Admin & Support, Waste Mgmt and Remediation 346
Arts, entertainment and recreation -
Construction 102
Educational services -
Energy -
Finance & Insurance 116
Government & Sovereign -
Health care and social assistance 101
Information and Cultural Industries 4,806
Manufacturing 4,579
Mining, Quarrying and Oil & Gas Extraction 24
Professional, Scientific and Technical Services 90
Real Estate and Rental & Leasing 38
Retail Trade 306
Transportation & Warehousing 54
Utilities 296
Wholesale Trade 1,582
Service-Others -
Others -
Total Corporate & Commercial Loans 12,608
Total Loans 16,546

The following table shows the movement of Stage 1 and Stage 2 allowances during the year ended

December 31, 2023:

CAD in 000's
Opening Balance (January 1, 2023) 18,491
Write-off during the year -
Provisions/ (Write-back of excess provisions) made during the year, net * (1,945)
Closing balance (December 31, 2023) 16,546

1 Provisions/ (Write-back of excess provisions) during the year during the year excludes net charge back of CAD 950 on undrawn commitments and other credit

instruments.

The following table shows the geography wise distribution of Stage 1 and Stage 2 allowances ? based

on country of risk as at December 31, 2023:

CAD in 000's
Canada 13,401
India 9
Others 3,136
Total 16,546

2 excludes CAD 2,010 on undrawn commitments and other credit instruments.
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The following table presents the gross exposure and Stage 3 allowances for credit losses in

respect of impaired loans as at December 31, 2023:

Amount in 000s CAD

Gross Allowances Net carrying
outstanding amount
amount

Non-mortgage loans

To individuals for non-business purposes 2,416 2,416 -

Others 9,346 9,325 21
Mortgage loans

Residential 9,241 647 8,594

Non-residential - - -
Total 21,003 12,388 8,615

The following table shows the gross exposure and Stage 3 allowances in respect of impaired

loans by geography based on the location of ultimate risk as at December 31, 2023:

Amount in 000s CAD

Gross Allowances Net carrying
outstanding amount
Canada 11,826 3,211 8,615
India 9,177 9,177 -
Others - - -
Total 21,003 12,388 8,615
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The following table shows the gross exposure and allowances for credit losses in respect of impaired loans by industry as at December
31, 2023:

Amount in 000s CAD

. Gross Outstanding Allowance for
Industries Net Amount
Amount credit losses
Residential mortgages 9,241 647 8,594
Personal loans 2,416 2,416 (0)
Total Retail Loans 11,657 3,063 8,594
Accommodation and food services - - -
Admin & Support, Waste Mgmt and Remediation - - -
Agriculture, forestry, fishing and hunting - - -
Arts, entertainment and recreation - - -
Construction 6,613 6,613 -
Educational services 168 148 20

Finance & Insurance - - _

Health care and social assistance - - _

Information and Cultural Industries - - _

Manufacturing 2,564 2,564 -

Mining, Quarrying and Oil & Gas Extraction - - -

Professional, Scientific and Technical Services - - -

Real Estate and Rental & Leasing - - -

Retail Trade - - -

Transportation & Warehousing - - -

Utilities - - -

Wholesale Trade - - _

Total Corporate & Commercial Loans 9,346 9,325 20

Total Loans 21,003 12,388 8,614

The following table shows the movement in impaired loans for the year ended December 31, 2023:

Amount in 000s CAD

Gross Loans

Opening Balance (January 1, 2023) 13,471
Additions during the year 8,636
Reductions during the year (1,104)
Closing balance (December 31, 2023) 21,003
Net Loans

Opening Balance (January 1, 2023) 1,771
Additions during the year 7,475
Reductions during the year (632)
Closing balance (December 31, 2023) 8,614
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The following table shows the movement of allowances on impaired loans for the year ended

December 31, 2023:

Amount in 000s CAD

Opening Balance (January 1, 2023) 11,701
Net provisions made during the year 909
Write-off during the year 8
Foreign exchange movements (229)
Closing balance (December 31, 2023) 12,389

The following table shows the Stage 3 allowances by industry accounted in the statements of

comprehensive income for the year ended December 31, 2023:

Industries Amount in 000s CAD
Residential mortgages 622
Personal loans 560
Total Retail Loans 1,181
Accommodation and food services -
Admin & Support, Waste Mgmt and Remediation

Arts, entertainment and recreation -
Construction -
Educational services 148
Finance & Insurance

Government & Sovereign

Health care and social assistance

Information and Cultural Industries

Manufacturing (420)
Mining, Quarrying and Oil & Gas Extraction -
Multiproduct conglomerates

Professional, Scientific and Technical Services”

Real Estate and Rental & Leasing

Retail Trade

Transportation & Warehousing

Utilities

Wholesale Trade

Total Corporate & Commercial Loans (272)
Total 209
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e) Securitization

The Bank’s primary objective of securitization activities is to increase the efficiency of capital and
enhance the return on capital employed by diversifying the sources of funding.

The Bank has entered into securitization arrangements in respect of its originated and purchased
(originated by third parties) mortgages, in order to issue National Housing Act (“NHA-MBS”) and
also participates in Canada Mortgage Bonds (“CMB”) program as a seller. The NHA MBS are
backed by pools of amortizing residential mortgages insured by the CMHC or approved third party
insurers. The CMB, introduced by CMHC, is a guaranteed, semi-annual coupon, bullet-maturity
bond. CMBs are issued by a special purpose trust, known as the “Canada Housing Trust”.

For mortgages securitized and sold into the CMB program, the Bank retains substantially all the
risks and rewards, comprising primarily prepayment risk related to ownership of these mortgages
and hence, these mortgage securitizations do not qualify for de-recognition accounting under IFRS
9. For mortgages that are securitized and for the resulting MBS that are sold outside of the CMB
program, the Bank has determined that it neither transfers nor retains substantially all the risks
and rewards associated with the ownership of these mortgages. However, the Bank retains control
over these mortgages and hence, it continues to recognize the mortgages securitized. For all
mortgage securitizations, the amounts received through securitization and sale are recognized as
“Secured borrowings”.

As required under the CMB program, the Bank, as an issuer, has undertaken to remit monthly to
the Central Payor and Transfer Agent (the “CPTA”) the payments of principal and interest accrued
and due on the mortgage loans in the pools. The Bank has also undertaken to make the payments
to the CPTA on the due dates even if the corresponding amounts have not been received and
collected by the Bank in respect of the pools.

The Bank did not securitize any of its assets except the residential insured mortgages under NHA-
MBS and CMB programs as an originator during the year ended on December 31, 2018. However,
such securitization is not subject to a securitization framework under the CAR Guideline.
Accordingly, these securitized insured mortgages are risk-weighted as per the standardized
approach for credit risk.

The Bank is also an investor in securitized debt instruments backed by financial assets originated
by third parties. The Bank uses the standardized approach under the securitization framework for
its securitization exposures as an investor. The Asset & Liability Committee (“ALCO”) reviews the
investments held in securitized debt instruments on a monthly basis.

The following table shows the amount of assets intended to be securitized during the year in the
banking book as at December 31, 2023:

Amount in CAD '000s
Amount of assets intended to be securitized within a year 96,500
Of which:
Amount of assets originated within a year before securitization 96,500

The Bank did not hold any retained or purchased securitization exposures in its trading or banking
book as at December 31, 2023 and accordingly there are no disclosures to be provided.
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4. Operational Risk

Operational risk is defined as the risk of loss resulting from inadequate or failed internal
processes, people and systems or from external events. This definition includes legal risk, but
excludes strategic and reputational risk.

The Bank has developed and implemented an Operational Risk Management Policy, which
defines the guidelines adopted by the Bank towards minimizing losses due to process failures,
product design flaws that can expose the Bank to losses due to fraud, impact of failures in
technology/systems and continuity of Banking operations in contrary conditions.

The Bank has also developed and implemented an Information Security Policy. The policy gives
direction towards development, maintenance and review of Information Security (IS) standards
and procedures adopted by the Bank across people, process and technology. The policy
endeavors to ensure compliance with all internal and regulatory IS requirements, including
customer data protection.

The senior management of the Bank is responsible for establishment and maintenance of an
adequate and effective system of internal controls, a measurement system for assessing the
various risks of the Bank’s activities, a system for relating risks to the Bank’s capital level
appropriate methods for monitoring compliance with laws, regulations and supervisory and
internal policies. The senior management reports to the Board on these issues. The Bank has
implemented its risk and control self assessment approach to identify and ensure effective control
of its operational risks.

To identify operational risks in new products/processes, all such proposals are approved by the
Product and Process Approval Committee ("PAC"). The PAC comprises of senior executives and
approval is granted after obtaining inputs from the relevant groups and control functions in the
Bank. The Operational Risk Management Group (“ORMG”) under the supervision of Chief Risk
Officer is responsible for providing oversight over operational risk within the Bank. The ORMG
does this by undertaking activities of operational risk identification, assessment, measurement,
monitoring and reporting to management level Non-Financial Risk Committee ("NFRC"), the Risk
Committee and the Board.

The Bank has developed and implemented a Business Continuity Plan ("BCP"). This plan is
designed to facilitate continuity in critical business operations in the event of a disaster or an
emergency situation. The BCP has been formulated on the basis of a business impact analysis
carried out for the individual groups involving identification of critical activities and determination
of their recovery time objectives.
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The Bank has onboarded third parties to carry out certain activities in the interest of cost and
process efficiencies, including mid-office operations for treasury and corporate banking,
information technology, corporate operations and trade finance operations to the Parent, terms
of which are governed through a master service level agreement ("SLA") and specific SLAs. All
these activities are closely monitored under the framework of outsourcing risk with regular
monitoring of SLA performance dashboards. Material performance shortfalls within these SLA’s
are taken up with the service provider and the same is reported to Third party forum and Board
level committees.

The Bank has developed and implemented an Third Party Risk Management Policy to mitigate
third party risks and ensure the application of a standardized approach for all third party
arrangements entered into by the Bank. All proposed arrangements are assessed for their
criticality and level of risk at the time of onboarding and periodic reviews thereafter. For all such
arrangements deemed to be critical, a detailed assessment is conducted and the proposal is
approved by the NFRC. The performance of all critical third party arrangements are periodically
reviewed and assessment reports are presented to Third party forum and the RC on quarterly
basis.

Operational risk incidents are reported regularly and transactions resulting in losses are routed
through operational risk account. Root cause analysis is carried out for the significant operational
risk incidents (beyond the threshold limits) reported and corrective actions are incorporated back
into respective processes. The Bank has implemented incident reporting process, which facilitate
capturing of operational risk incidents by the employees of the Bank. The Bank ensures that its
risk appetite is well established, monitored, and communicated throughout the organization and
that the Bank’s objectives, strategy and values align with its risk appetite. The “risk appetite”
defines the amount and type of risk that the Bank is able and willing to accept while
implementing its strategic plan and pursuing business objectives.

The operational risk losses and incident analysis are submitted to the Risk Committee and to the
Board on a periodic basis. Operational risk exposures (risk and control self-assessment results,
operational risk incidents analysis and key risk indicators) are monitored by the NFRC on a
regular basis and reported to the Senior Management in the form of dashboards on a periodic
basis. The Bank recognizes insurance as an operational risk mitigation to cover potential
operational losses. Insurance adequacy assessment carried out by various business
groups/external Insurance advisor is reviewed and approved by NFRC on a yearly basis.
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In keeping with the Bank’s enterprise-wide approach for managing Regulatory and Compliance
Risks, the Bank has implemented a Regulatory Compliance Management (“RCM”) Policy. The
Policy applies to every aspect of the Bank’s operations and activities without exception. The Bank
recognizes the risk of legal and regulatory sanctions, material financial loss, and loss to
reputation that it may suffer in the event of non-compliance with any of regulatory requirements.
The Bank has implemented a formal risk assessment methodology which outlines the overall
Regulatory Risk management process. This methodology uses international standards and best
practices including the COSO Internal Control Framework and COSO ERM Integrated Framework,
as guidelines.

Group risk management framework

The Bank is aligned with the Parent's risk management framework, which has been developed in
order to identify, evaluate and manage key risks on a worldwide basis. The framework is
applicable to all overseas banking entities of the Parent. The policies applicable to the Bank are
formulated in consultation with the Risk Management Group of the Parent and are independently
reviewed and approved by the Bank’s Board.

The Bank has adopted the Basic Indicator Approach in determining its operational risk capital
requirement. The capital charge and the corresponding RWA for operational risk as at December
31, 2023 were CAD 16,081 and CAD 201,013 respectively.
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5. Market Risk

Market risk is the uncertainty of earnings faced by the Bank as a result of volatility in market
factors (i.e., interest rates, currency exchange rates, market liquidity and asset prices). Market risk
events may impact the valuation of investments and the net interest income and net interest
margin resulting in an impact on the profit and loss account. The policies approved by the Board
for addressing market and liquidity risks are the Liquidity Management Policy ("LMP"), Market Risk
Management Policy ("MRMP") and Liquidity Contingency Plan ("LCP").

The MRMP covers the policies governing overnight Treasury investments as well as long-term
investments, Treasury organization structure, authorization, product guidelines, limits,
classification and valuation norms, audit control and reporting.

The Board has delegated the responsibility for market-risk management to the RC and the ALCO
within the broad parameters laid down in the MRMP. The ALCO considers various Investment and
Treasury operations matters, implementation of risk mitigation measures, and recommends major
policy changes governing Treasury activities to the RC. The Committee reviews adherence to OSFI
market-risk requirements as well as internal control guidelines and limits. The ALCO ensures that
the Bank’s balance sheet is managed in accordance with the risk parameters/ prudential limits
stipulated by the MRMP. Also, independent control groups have been formed, with clear functional
separation, including:

e Front Office;

eMonitoring and control i.e. Treasury Securities and Services Group (“TSSG”); and

eRisk Management.

The Market Risk Management Group with inputs from the Global Market Risk Management Group
recommends changes in risk policies and controls and the processes and methodologies for
quantifying and assessing market risks. The TSSG, which is independent of business groups,
carries out an independent verification of transactions entered into by the Front Office prior to
confirmation of each transaction and associated reporting requirements. TSSG also monitors and

reports the various risk limits set through the LMP and the MRMP.
The MRMP sets out the deal-size limits for various products. These limits have been set up based

on a hierarchy of executives. Various coherence checks are inserted in the system for ensuring that
the appropriate deal-size limits are enforced.

The Bank has put in place a Board-approved comprehensive limit framework (as included in the
MRMP) to prudently measure and manage the market risk profile of the Bank. The material limits
include Earnings at Risk ("EaR") limits, Duration of Equity ("DoE") limits, net overnight open
position limit, investment limits, hedge limits, transaction size limits, counterparty limits, deal size
limits, Foreign Exchange Value at Risk limit, daily MTM volatility triggers, and cumulative stop loss
triggers. The TSSG monitors compliance with various internal and regulatory limits and guidelines.
The Bank reports exposures and compliance to limits on a monthly basis to ALCO and on a
quarterly basis to RC.
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Further, the Bank does not maintain any proprietary trading book. It manages the interest rate and price
risk on its balance sheet within Board approved MTM volatility trigger for funding swaps & other portfolios
and cumulative stop loss trigger for treasury products/derivatives (excluding forex swaps) of CAD 2,000
each and CAD (8000) respectively. The average and peak utilization of the MTM volatility trigger for
funding swaps based on month-end business days during CY2023 was CAD 1,227 and CAD 1,476
respectively and for other portfolios the average and peak utilization of MTM volatility trigger was CAD
1,316 and CAD 1,550 respectively With respect to Bank’s unhedged currency positions, the Bank had a
limit on NOOP of USD 15,000,000; its average and peak utilization based on month-end business days
during CY2023 were USD 4,893,699 and USD 8,810,340 respectively. Further, the average and peak
utilization of the Cumulative Stop loss trigger for treasury products/derivatives (excluding forex swaps)

based on month- end business days during CY2023 was nil.
The key risks to which the Bank is exposed from a market risk perspective relate to interest rate risk,

foreign exchange risk, liquidity and funding risk.

Market risk linkage to the balance sheet:

The following table provides a breakdown of the Bank’s balance sheet into assets and liabilities and the
primary risks those are exposed to:

Amount in CAD '000s

Primary risk December 31, 2023 December 31, 2022
Assets subject to market risk
i i ith|Interest rate, Foreign
Interest bearing deposits with 9 44,971 13,930
banks exchange
L Foreign exchange, Interest
Derivatives 25,867 2,757
rate
Investment securities Interest rate 613,462 747,257
Loans, net of allowance for loan|Foreign exchange, Interest
5,286,131 5,143,522
losses rate
Other assets Foreign exchange 46,841 52,054
Assets not exposed to market risk  |N/A 91,056 101,671
Total assets 6,108,328 6,061,191
Liabilities subject to market risk
. Interest rate, Foreign
Deposits from customers 3,316,649 3,204,164
exchange
L Foreign exchange, Interest
Derivative liabilities 9,796 36,755
rate
Deposits from banks Interest rate 11,016 9,571
Securitized borrowing Interest rate 2,214,254 2,329,951
o Foreign exchange, Interest
Other liabilities 5,176 6,907
rate
Liabilities not exposed to market N/A 551437 473.843
risk and Shareholder’s Equity ’ ’
Total liabilities 6,108,328 6,061,191
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6. Structural Interest Rate Risk

Interest rate risk is defined as the exposure of a bank's financial condition to adverse movements in
interest rates. Earnings from interest-sensitive investments and the overall value of the investment
portfolio will be impacted by changes in interest rates. The MRMP currently sets out the measurement
process to include the use of re-pricing gap reports and estimation of the sensitivity of the Bank’s net
interest income to a 100 bps adverse change in the level of interest rates, defined as EaR. The EaR for the
Bank over a 4-quarter horizon for an adverse 100 bps parallel shift in interest rates shall not exceed 3% of
the Bank’s current Tier 1 capital or CAD 10,000 (whichever is lower). At December 31, 2023, the actual
limit utilization was CAD 2,863 i.e. 0.62% of the Bank’s current Tier 1 capital. The peak EaR during CY2023
was 1.42% (CAD 5,626).

Further, the Bank uses various measures, including DoE, which takes into consideration duration and value
of both assets and liabilities. DoE is a measure of interest rate sensitivity, which indicates how much the
market value of equity would change if interest rates change by 1%. The Bank has set a maximum limit of
(+/-) 4% of Tier 1 capital given a 100 bps change in interest rates and as at December 31, 2023, the actual
DoE was 1.49, based on which the actual limit utilization was 1.49% of Tier 1 capital. The peak DoE during
CY2023 was 1.73, based on which the actual limit utilization was 1.73%.

The MVE Sensitivity measures the impact of a specified interest rate shock to the change in the net present
value of the Bank’s banking book assets and liabilities. The NIl Sensitivity measures the NIl change over a
twelve-month horizon for a specified change in interest rates for banking book assets and liabilities
assuming a constant balance sheet over the period.

The following table shows the potential before-tax impact of an immediate and sustained 100 bps
increase or decrease in interest rates on the Bank’s MVE and NiIl. No interest rate floors are applied to the
decrease in rates scenario.

Pre-tax impact of: 100 bps upwards | 100 bps downwards
movement movement

MVE CAD (6.00) 6.00
sensitivity usD (0.88) 0.88
December 31, 2023 Overall (6.88) 6.88
NIl CAD 1.36 (1.36)
censitivit usD 1.50 (1.50)
Y [overall 2.86 (2.86)
MVE CAD 4.20 (4.20)
.. .. |USD (0.61) 0.61
sensitivity 0 m 3.60 (3.60)

December 31, 2022 vera : :
NIl CAD 4.82 (4.82)
.. .. |USD 1.07 (1.07)

sensitivity

Overall 5.89 (5.89)

The Head of Treasury is responsible for managing the interest rate risk of the Bank. Interest rate risk is
subject to periodic review by ALCO and the RC.
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7. Foreign Exchange Risk

The foreign exchange risk arises due to positions in non-Canadian denominated currencies, which in turn
arises from assets and liabilities in those currencies. The risk originates as a result of the impact on
revenue due to the potential revaluation of non-Canadian assets and liabilities. The aggregate net
overnight open exchange position across all foreign currencies as per the MRMP shall not exceed USD
15,000,000. Generally, Value-at-Risk ("VaR") is a tool for measuring market risk on trading positions. It
seeks to ascertain the maximum loss on a portfolio at a given confidence level over a specific holding
period. As per the MRMP, a VaR limit (99%-1day) of USD 250,000 has been set on the aggregate overnight
open position and the actual VaR as at December 31, 2023 was USD 12,070. The Bank uses one-year
data to compute VaR and there have been no breaches of the VaR limit in the year ended December 31,
2023.

8. Liquidity and Funding Risk

Liquidity risk relates to the potential difficulty in accessing financial markets in order to meet payment
obligations. Liquidity risk is the potential for losses that could be incurred from holding insufficient liquidity
to survive a liquidity contingent stress event, whether name-specific, market-specific or combined (market
and name specific) scenarios. It includes the risk of unexpected increases in the cost of funding the assets,
and the risk of being unable to access the market or to liquidate investments in a timely manner at a
reasonable price.

The Bank has established the LMP to manage the liquidity and funding risk for the Bank. The Policy details
the Bank’s tolerance for assuming liquidity risk and methods for identification, measurement, monitoring,
controlling and reporting liquidity risk and is reviewed by the RC of the Board of Directors on an annual
basis. The ALCO of the Bank formulates and reviews strategies and provides guidance for management of
liquidity risk within the framework laid out in the LMP.

The goal of liquidity risk management is to be able, even under adverse conditions, to meet all liability
repayments on time and to fund all investment opportunities by raising sufficient funds either by increasing
liabilities or by converting assets into cash expeditiously and at reasonable cost.

The LMP captures the details of the risk appetite framework and risk capacity of the Bank. The Bank
expresses its liquidity risk appetite through a range of limits across liquidity gaps covering the entire
spectrum of the balance sheet, including limits specified in major currencies (Canadian and U.S. dollars).
The Bank also monitors liquidity risk through liquidity ratios and regulatory reports such as Net Cumulative
Cash Flows (NCCF) and Liquidity Coverage Ratio (LCR) on a periodic basis.

The LMP also captures the details of stress test scenarios (Bank-specific, Market-specific and Combined
scenarios) for different short-term stress horizons. Under each of the stress scenarios, certain factors like
deposits, unfunded authorizations from corporate, mortgage and other retail commitments, non-fund
commitments like stand by letter of credit (SBLCs) are subjected to varying degrees of severity to estimate
the outflows. These stressed outflows are expected to be offset using appropriate funding plan. Such
assessments are carried out for 30-day, 60-day and 90-day stress horizons.
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The Bank proactively manages liquidity risk as a part of its ALM activities. The Bank uses various tools for
measurement of liquidity risk including the statement of structural liquidity (“SSL”), liquidity ratios and
stress testing through scenario analysis.

The Bank has also framed a LCP, which serves as a framework for early identification and calibrated
action in the event of tight liquidity conditions. The LCP includes various indicators which are monitored
regularly, and lays down the mechanism for escalation, remedial action and crisis management until return
to normalcy.

The Treasury team manages the market risk of treasury positions and the day-to-day liquidity of the Bank.
It is subject to periodic review by Internal Audit, and is approved by the Board of Directors. Treasury
ensures that adequate liquidity is maintained at all times through systematic funds planning and
maintenance of liquid investments. The Bank at all times seeks to maintain diversification in the sources
and tenor of its funding. The Bank’s liabilities are largely drawn from retail deposits, commercial deposits,
other financial institutions, inter bank borrowings, securitizations and other funding sources which may
become available from time to time. In addition, liquidity stress testing analysis as per the LCP are
regularly performed to assess the Bank’s ability to withstand extreme crisis situation.

The Senior Management also regularly monitors the liquidity positions taken on a daily basis. The ALCO
and the RC undertake a periodic review of the market risk and liquidity position of the Bank. The liquidity
position of the Bank including utilization against gap limits and compliance with liquidity ratios as well as
results of stress tests are presented to ALCO on a monthly basis and to the RC on a quarterly basis. It may
be noted that as at December 31, 2023, the Bank maintained Liquidity Coverage Ratio (“LCR") of 288%
against a regulatory minimum of 100%.
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V. Remuneration Process Disclosure

The Bank follows a conservative and comprehensive approach for Compensation Management.

1. Governance & Board Involvement

The Board Governance & Remuneration Committee (“BGRC”) of the Bank is responsible for the
overview of the Compensation processes, policies and practices. Further, the BGRC is also
mandated with finalizing remuneration of all Management Committee members, including the
President & CEO of the Bank.

The BGRC reviews and approves all compensation decisions of the Bank as submitted by the
Human Resources Department. This is in line with current regulatory recommendations with
regard to the BGRC’s involvement in approving remuneration for Directors and the Bank’s Senior
Management.

The BGRC reviews the compensation strategy adopted by the Bank in the context of the
regulatory environment and the changing market dynamics at periodic intervals.

2. Performance and Pay

The Bank follows the principles of a balanced scorecard in designing its performance
management system. An appropriate focus is given to goal sheets to ensure a balance of
financial goals with non-financial goals. The non-financial goals cover relevant areas of customer
service, process improvement, adherence to both risk and compliance norms and employee
capability building.

Staff engaged in the control functions including Compliance, Risk, Finance, Audit and others do
not carry business profit targets in their respective goal sheets and hence, their compensation is
dependent on achievement of key results in their respective domain.

Performance bonus is strongly linked to corporate performance and individual performance. For
employees carrying business performance targets, business performance is also looked at along
with corporate performance and individual performance in order to determine the quantum of
performance bonus.The Bank’s revenue target is approved by the Board, which periodically
reviews the performance against the target and the means adopted for performance.
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3. Design and Structure of Compensation

Compensation is aligned to both financial and non-financial indicators of performance. An
appropriate focus is given to performance on parameters like customer service, process
improvement, adherence to risk and compliance norms and employee capability building.

Further, employee compensation takes into account a balanced mix of external market pay and
internal equity considerations. The compensation outlay is based on cost and income ratios for
the Bank.

The Bank has a judicious and prudent approach to compensation and does not use compensation
as the only lever to attract and retain employees. No single business or functional leader
determines the compensation structure. Good governance dictates a BGRC-approved and
supervised compensation approach.

The Bank does not encourage any kind of guaranteed bonus.

The Bank follows a bonus distribution method based on individual performance levels. The
performance based bonus distribution matrix is determined by the BGRC and the Bank does not
follow a business-wise bonus pool concept. No single individual determines the quantity of bonus
available to a person. The performance level of an individual is decided by skip levels and this
determines in each case the individual’'s payout as a percentage of one’s base salary.

The BGRC reviews the performance and approves the rate of bonus to be paid in each case, the
increments to be given to the President & CEO and to members of the Management Committee
and also the bonus rates to be paid to various levels as per the performance of the Bank, business
group and each individual employee.

The BGRC approves the threshold organisational performance gates for bonus to be paid. The

Committee may also fix the annual bonus as nil if the data and analysis show that the
performance is far below the expected levels.
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4. Deferral of Variable Component Including Risk Adjustments

The Bank is not a listed company in Canada and its employees may be granted options under the
Employee Stock Options Scheme (ESOS) of ICICI Bank Limited (the Parent Bank). This scheme is
approved by the shareholders of ICICI Bank Limited.

Total compensation is a prudent mix of fixed pay and variable pay. The variable pay is higher at
senior levels and lower at junior levels. The variable compensation will consist of performance
bonus and Employee Stock Options (“ESOS”).

At senior levels, the Bank pays ESOS for a vesting period spanning three or more years. This is
paid based on compliance with performance norms both in financial and non-financial areas and
does not favour inappropriate risk-taking. As a result, this approach aligns senior management
interests with those of the shareholders. All non-vested options lapse in the event of termination
of the employment.

The ESOS program aims at achieving the twin objectives of aligning senior and middle
management compensation to long-term shareholders’ interests and the retention of employees.
The ESOS program aims at aligning senior management behavior to the long-term view of the
Bank’s performance and also to create individual stakes in the Bank’s success.

The ESOPs granted by the Bank have a minimum one year vesting period, and thereafter vesting
occurs (subject to meeting prescribed vesting criteria) as per vesting schedule on an annual basis
over three or more years.

The Bank follows a conservative approach to cash bonus payouts. The quantum of bonus for an
employee does not exceed 70% of the base salary and is paid on an annual basis. If the annual
cash bonus is more than or equal to CAD value of INR 2,500,000, then 50% will be paid upfront
and balance will be deferred equally over a period of three years.

The audited financial statements of the Bank also contain the requisite disclosures in respect of
the remuneration paid to the key management personnel (“KMP”). KMP are those persons who
have the authority and responsibility for planning, directing and controlling the activities of the
Bank, directly or indirectly, and comprise the directors of the Bank, the Chief Executive Officer
("CEQ") and all direct reports of the CEO. The definition of KMP in IAS 24 Related Party
Disclosures, specifies a role and is not limited to a person. KMP include directors (both executive
and non-executive) and other members of the management team with significant authority and
responsibility for planning, directing and controlling the Bank's activities.
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The following table summarizes the compensation paid to the KMP in respect of short-term and
other post-employment benefits, during the year ended December 31, 2023:

Amount in CAD 000s

Short-term employee benefits 3,259
Post-employee benefits 212
Total 3,471

The Parent grants stock options to the employees of the Bank under the Employee Stock Option
Plan of the Parent. Personnel expenses include the cost of stock options granted to employees of
the Bank, primarily KMP. Further to the reimbursement agreement entered into with the Parent,
the cost of options granted on or after March 22, 2021 would be reimbursed to the Parent while
no such reimbursements are to be made in respect of options granted prior to March 22, 2021.

Accordingly for the year ended December 31, 2023, $38 (2022-$171) has been credited to the
paid-in capital in respect of options granted prior to March 22, 2021 and $906 (2022 - $729) have
been expensed as the cost in respect of options granted on or after March 22, 2021. Further, as at
December 31, 2023, an amount of $694 (2022 - $558) is payable to the parent bank as per the
reimbursement agreement.
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