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CERTAIN DEFINITIONS

In this annual report, all referencesto “ICICI Bank” areto ICICI Bank Limited prior to the
amalgamation of ICICI Limited, ICICI Personal Financial Services Limited and ICICI Capital
Services Limited with and into ICICI Bank. Referencesto “I1CICI” areto ICICI Limited on an
unconsolidated basis prior to the amalgamation. References to “the merged entity” areto ICICI Bank
Limited subsequent to the amalgamation. Referencesto “I1CICI Personal Financial Services’ areto
ICICI Personal Financial Services Limited. Referencesto “I1CICI Capital Services’ areto ICICI
Capital Services Limited. References to “the amalgamation” are to the amalgamation of ICICI, ICICI
Personal Financial Services and ICICI Capital Services with and into ICICI Bank. Referencesto “the
Scheme of Amalgamation” are to the Scheme of Amalgamation of ICICI, ICICI Personal Financial
Services and ICICI Capital Serviceswith ICICI Bank sanctioned by the High Court of Gujarat at
Ahmedabad on March 7, 2002 and by the High Court of Judicature at Bombay on April 11, 2002 and
approved by the Reserve Bank of Indiaon April 26, 2002.

The amalgamation was approved by each of the boards of directors of ICICI, ICICI Persona
Financial Services, ICICI Capital Servicesand ICICI Bank at tteir respective meetings held on
October 25, 2001. The amalgamation was approved by the shareholders of ICICI Bank and ICICI at
their extraordinary general meetings held on January 25, 2002 and January 30, 2002, respectively.
The amalgamation was sanctioned by the High Court of Gujarat at Ahmedabad on March 7, 2002 and
by the High Court of Judicature at Bombay on April 11, 2002. The amalgamation was approved by
the Reserve Bank of Indiaon April 26, 2002. The Statement on Financial Accounting Standards No.
141 on business combinations requires that business combinations be accounted for in the period in
which the combination is consummated. Accordingly, under US GAAP, the amal gamation has not
been reflected in the financial statements of ICICI Bank for the year ended March 31, 2002, asit was
consummated in April 2002. The effective date of the amalgamation for accounting purposes under
US GAAP was April 1, 2002. ICICI Bank’s financial statements for fiscal 2002, therefore, do not
include the assets, liabilities and results of operations of ICICI, ICICI Personal Financial Services and
ICICI Capital Services. Under US GAAP, the amalgamation was accounted for as areverse
acquisition. This means that |CICI was recognized as the accounting acquirer in the amalgamation,
athough ICICI Bank was the legal acquirer.

Under Indian GAAP, the amalgamation was accounted for on March 30, 2002, the Appointed
Date specified in the Scheme of Amalgamation. AsICICI Bank isthe surviving legal entity in the
amalgamation, the other subsidiaries and affiliates of ICICI have become subsidiaries and affiliates of
ICICI Bank.



FORWARD-LOOKING STATEMENTS

The merged entity has included statementsin this annual report which contain words or phrases
such as “will”, “would”, “aim”, “will likely result”, “islikely”, “are likely”, “believe”, “expect”, “will

continue”, “will achieve”, “anticipate”, “estimate”, “intend”, “plan”, “contemplate’, “ seek to”,

“target”, “propose to”, “future’, “objective”’, “goal”, “project”, “should”, “can”, “coul d”, “may”, “will
pursue” and similar expressions or variations of such expressions, that are “forward-looking
statements”. Actual results may differ materially from those suggested by the forwardlooking
statements due to certain risks or uncertainties associated with the merged entity’ s expectations with
respect to, but not limited to, the merged entity’ s ability to successfully implement its strategy, the
merged entity’s ability to integrate ICICI, ICICI Personal Financia Services and ICICI Capital
Services or any future mergers or acquisitionsinto the merged entity’ s operations, future levels of
impaired loans, the merged entity’ s growth and expansion, the adequacy of the merged entity’s
allowance for credit and investment losses, technological changes,investment income, the merged
entity’ s ability to market new products, cash flow projections, the outcome of any legal or regulatory
proceedings the merged entity is a party to, the future impact of new accounting standards, the merged
entity’ sability to implement its dividend policy, the impact of Indian banking regulations on the
merged entity, which includes the assets and liabilities of ICICI, aformer financia institution not
subject to Indian banking regulations, the merged entity’ s ability to roll over its short-term funding
sources, the merged entity’ s exposure to market risks and the market acceptance of and demand for
Internet banking services. By their nature, certain of the market risk disclosures are only estimates and
could be materially dif ferent from what actually occursin the future. As aresult, actual future gains,
losses or impact on net interest income and net income could materially differ from those that have
been estimated.

In addition, other factorsthat could cause actual resultsto differ materially from those estimated
by the forwardlooking statements contained in this annual report include, but are not limited to:
general economic and political conditionsin India, southeast Asia, and the other countries which have
animpact o n the merged entity’ s business activities or investments, political or financial instability in
India or any other country caused by any terrorist attacks in the United States, any anti-terrorist or
other attacks by the United States, a United States-led coalition or any other country or any other acts
of terrorism world-wide, the monetary and interest rate policies of India, political or financial
instability in India or any other country caused by tensions between India and Pakistan related to the
Kashmir region or socia unrest in any part of India, inflation, deflation, unanticipated turbulence in
interest rates, changes in the value of the rupee, foreign exchange rates, equity prices or other rates or
prices, the performance of the financial markets and level of Internet penetration in India and globally,
changesin domestic and foreign laws, regulations and taxes, changes in competition and the pricing
environment in Indiaand regional or general changesin asset valuations. For afurther discussion on
the factors that could cause actua results to differ, see the discussion under “Risk Factors’ contained
in this annual report.



EXCHANGE RATES

Fluctuations in the exchange rate between the Indian rupee and the US dollar will affect the US
dollar equivalent of the Indian rupee price of the equity shares on the Indian stock exchanges and, as a
result, will affect the market price of the ADSs in the United States. These fluctuations will also affect
the conversion into US dollars by the depositary of any cash dividends paid in Indian rupees on the
equity shares represented by ADSs.

On an average annual basis, the Indian rupee has consistently declined against the dollar since
1980. In early July 1991, the government of India adjusted the Indian rupee downward by an
aggregate of approximately 20.0% against the dollar as part of an economic package designed to
overcome an external payments crisis. Since the Indian rupee was made convertible on the current
account in March 1993, it has steadily depreciated at arde of 5-6% per annum, on average.

However, reflecting the improving structure of India's current account and the weakening of the
US Dallar, the Indian rupee has appreciated by about 0.5% against the US dollar between April -
August 2003. Compared to other Asian currencies, though, the Indian rupee has depreciated.

Thefollowing table setsforth, for the periods indicated, certain information concerning the
exchange rates between Indian rupees and US dollars based on the noon buying rate:

Fiscal Year Period End Average® @
JO08 ..ttt e et e s e e e e et e e e e 39.53 37.37
L TSP PPUUPRN 42.50 42.27
200 PP 43.65 43.46
20 0 1 S 46.85 45.88
00 7P PPTRP 48.83 47.80
2003 (through SEpteMBEr 16).......cceiiiiiiieiee e 48.43 48.83
Month High Low
MEICN 2002.......ceeeieeieeee ettt e e nreeeneenns 48.98 48.83
Y o 1 2200 RS 49.01 48.83
MY 2002.....ceeeeeieeeeiie ettt ettt st et sae e nt e et e nneeabe et e e beenreesneeans 49.07 48.97
JUNE 2002 ...ttt e s 49.07 48.86
200 2SR 48.87 48.69
AUGUSE 2002 ..o e 48.73 4852

(1) The noon buying rate at each period end and the average rate for each period differed from the exchange
rates used in the preparation of ICICI Bank’s and ICICI’ s financia statements.
(2) Represents the average of the noon buying rate on the last day of each month during the period.

Although certain rupee amounts in this annual report have been translated into dollars for
convenience, this does not mean that the rupee amounts referred to could have been, or could be,
converted into dollars at any particular rate, the rates stated below, or at al. Except in the section on
“Market Price Information”, all translations from rupees to dollars are based on the noon buying rate
in the City of New Y ork for cable transfers in rupees at March 29, 2002. The Federal Reserve Bank of
New Y ork certifiesthisrate for customs purposes on each date the rate is given. The noon buying rate
on March 29, 2002 was Rs. 48.83 per US$ 1.00 and on September 16, 2002 was Rs. 48.43 per US$
1.00. The exchange rates used for convenience translations differ from the actual rates used in the
preparation of ICICI Bank’s and ICICI’sfinancial statements.



RISK FACTORS

You should carefully consider the following risk factors as well as the other information
contained in thisannual report in evaluating the merged entity and its business.

Risks Relatingto India

A slowdown in economic growth in India could cause the merged entity’ s businessto suffer.

The merged entity’ s performance and the quality and growth of its assets are necessarily
dependent on the health of the Indian economy. The Indian economy has shown sustained growth
over the last few years with real GDP growing at 5.4% in fiscal 2002, 4.0% in fiscal 2001 and6.1% in
fiscal 2000. However, industrial production in India also witnessed lower growth during fiscal 2001
and fiscal 2002. The Index of Industrial Production grew at 2.7% in fiscal 2002 and 4.9% in fiscal
2001 as compared to a growth rate of 6.7% in fiscal 2000. Any future slowdown in the Indian
economy or future volatility of global commodity prices, in particular oil and steel prices, could
adversely affect the merged entity’ s borrowers and contractual counterparties. Thisin turn could
adversely affect the merged entity’ s business, including its ability to grow its asset portfolio, the
quality of its assets, itsfinancial performance, its stockholders' equity, its ability to implement its
strategy and the price of its equity shares and its ADSs.

A significant increase in the price of crude oil could adversely affect the I ndian economy,
which could adversely affect the merged entity’ s business.

Indiaimports approximately 75.0% of its requirements of crude oil. The sharp increase in global
crude oil prices during fiscal 2001 adversely affected the Indian economy in terms of volatile interest
and exchange rates. This adversely affected the overall state of liquidity in the banking system leading
to intervention by the Reserve Bank of India. The crude oil prices declined in fiscal 2002 due to
weaker demand. The continuing and possibly prolonged battle against terrorism by the United States
or any attack or other action by the United States or a United States-led coalition on or in relation to
Irag could resut in lengthy regional hostilitiesin the Middle- East countries where most of theworld's
oil production facilitiesare located. This could lead to increasesin oil prices or higher volatility in oil
prices. Any significant increase in crude oil prices could affect the Indian economy and the Indian
banking and financial system. This could adversely affect the merged entity’ s businessincluding its
ability to grow, the quality of its assets, its financial performance, its stockholders' equity, its ability
to implement its strategy and the price of its equity shares and its ADSs.

A significant change in the I ndian government's economic liberalization and deregulation
policies could disrupt the merged entity’ s business and cause the price of its equity sharesand
its ADSsto go down.

The merged entity is an Indian group and its assets and customers are predominantly located in
India. The Indian government has traditionally exercised and continues to exercise a dominant
influence over many aspects of the economy. Its economic policies have had and could continue to
have a significant effect on private sector entities, including the merged entity, and on market
conditions and prices of Indian securities, including the merged entity’ s equity shares and its ADSs.

Since 1996, the government of India has changed four times. The most recent parliamentary
€lections were completed in October 1999. A coalition government led by the Bharatiya Janata Party
was formed with A.B. Vajpayee as the prime minister of India. Although the V ajpayee government
has continued India s current economic liberalization and deregulation policies, a significant change
in the government's policies could adversely affect business and economic conditionsin Indiain
general as well as the mergedentity’ s business, its future financial performance, its stockholders’
equity and the price of its equity shares and its ADSs.



Financial instability in other countries, particularly emerging market countriesin Asia, could
disrupt the merged entity’ s busi ness and cause the price of its equity shares and its ADSsto go
down.

The Indian market and the Indian economy are influenced by economic and market conditionsin
other countries, particularly emerging market countriesin Asia. Financial turmoil in Asia Russiaand
elsewhere in the world in the past years has affected the Indian economy even though India was
relatively unaffected by the financial and liquidity crisis experienced elsewhere. Although economic
conditions are different in each country, invesors' reactions to devel opmentsin one country can have
adverse effects on the securities of companiesin other countries, including India. A loss of investor
confidence in the financial systems of other emerging markets may cause increased volatility in
Indian financial markets and indirectly, in the Indian economy in general. Any worldwide financial
instability could also have a negative impact on the Indian economy. Thisin turn could negatively
impact the movement of exchange rates and interest rates inIndia, which could adversely affect the
Indian financial sector, including the merged entity. Any financial disruption could have an adverse
effect on the merged entity’ s business, its future financial performance, its stockholders' equity and
the price of its equity sharesand its ADSs.

If regional hostilities, terrorist attacks or social unrest in some parts of the country increase,
the merged entity’ s business could suffer and the price of its equity sharesand its ADSs could
go down.

India has from time to time experienced social and civil unrest and hostilities with neighboring
countries. In recent years, there have been military confrontations between India and Pakistan in the
Kashmir region. At present, relations between India and Pakistan continue to be tense on the issues of
terrorism and Kashmir. These hostilities and tensions could lead to political or economic instability in
Indiaand a possible adverse effect on the merged entity’ s business, its future financial performance
and the price of its equity shares and ADSs. For example, the terrorist attacks in the United States on
September 11, 2001 affected the markets all over the world. The United States' continuing battle
against terrorism could lengthen these regional hostilities and tensions. Further, India has also
experienced social unrest in some parts of the country like the state of Gujarat. If such tensions occur
in other parts of the country, leading to political and economic instability in the country, it might have
an adverse effect onthe merged entity’ s business, its future financial performance and the price of its
equity shares and its ADSs.

Trade deficits could cause the merged entity’ sbusinessto suffer and the price of itsequity
sharesand its ADSsto go down.

Indiastrade relationships with other countries can also influence Indian economic conditions. In
fiscal 2002, India experienced atrade deficit of Rs. 620.1 billion (US$ 12.7 billion). If trade deficits
increase or are no longer manageable, the Indian economy, and therefore the merged entity’ s business,
its financial performance, its stockholders' equity and the price of its equity sharesand its ADSs,
could be adversely affected.

A significant changein the composition of the I ndian economy may affect the merged entity’s
business.

The Indian economy isin astate of transition. The share of the services sector of total GDPis
rising while that of the agricultural sector is declining. The share of the services sector of total GDP
increased to 54.1% infiscal 2002 from 48.7% in fiscal 1997 and the share of the agricultural sector of
total GDP declined to 24.3% in fiscal 2002 from 28.6% in fiscal 1997. It is difficult to gauge the
impact of such fundamental economic changes on the merged entity’ s business. The merged ertity
cannot be certain that these changes will not have a material adverse effect on its business.



Natural calamities could have a negative impact on the I ndian economy and could cause the
merged entity’ s businessto suffer and the price of its equity sharesand its ADSsto go down.

India has experienced natural calamities like earthquakes, floods and drought in the past few
years. The extent and severity of these natural disasters determines their impact on the Indian
economy. In fiscal 2003, many parts of India have witnessed less than normal rainfall. This might
have an adverse impact on the agricultural sector which contributed to 24.3% of total GDP in fiscal
2002. Prolonged spells of below normal rainfall in the country or other natural calamities could have a
negative impact on the Indian economy, affecting the merged entity’ s business and causing the price
of itsequity shares and its ADSsto go down.

Financial difficulty and other problemsin certain long-term lending institutions and
investment institutionsin India could cause the merged entity’ s businessto suffer and the price
of itsequity shares and its ADSs could go down.

Unit Trust of India, alargeinvestment institution in Indiawith substantial exposure to equity
investments, is currently facing problems due to a significant decline in the market value of its
securities portfolio caused by depressed equity capital markets. IFCI Limited, along-term lending
institution in India, isfacing financial difficulty dueto inadequate capitalization asset-liability
mismatch and deteriorating asset quality. These and other similar devel opments could create adverse
market perception about other financia institutions and banks, which in turn could adversely affect
the merged entity’ s business, its future financial performance, its stockholders’ equity and the price of
its equity sharesand its ADSs.

Therecent down-grading of I ndia’ s domestic debt rating by an international rating agency
could cause the merged entity’ sbusinessto suffer and the price of itsequity sharesand its
ADSsto go down.

Standard and Poor’s, an international rating agency, has recently downgraded India s domestic
debt rating to sub-investment grade. Although thisrevision in the rating may not affect the merged
entity’ s business, the merged entity cannot assure you that any further adverserevisionsin India’s
ratings by international rating agencies will not adversely affect the merged entity’ s business, its
future financial performance, its stockholders’ equity and the price of its equity shares and its ADSs.

Risks Relating tothe Merged Entity’ sBusiness

Themerged entity islikely to classify and reserve against impaired loans significantly later
than its counterpartsin more devel oped countries, such asthe US.

Prior to the amalgamation, ICICI and ICICI Bank identified a commercial loan as a“troubled debt
restructuring” or an “other impaired loan” (collectively referred to as an impaired loan) and placed it
on anonaccrual basis (that is, ICICI and ICICI Bank no longer recognized interest accrued or due
unless and until payments were actually received) when it was probable that ICICI and ICICI Bank
would be unable to collect the scheduled payments of principal and interest due under the contractual
terms of the loan agreement. A commercial loan was also considered to be impaired and placed on a
nonaccrual basis, when interest or principal was greater than 180 days overdue. The merged entity
followsthe same rules. Thistime period of 180 daysis substantially longer than in more devel oped
countries, like the US, where loans are generally placed on a non-accrual basis when any payment,
including any periodic principal payment, is not made for a 90-day period. In India, payments on most
loans are on a quarterly basis unlike in more developed countries, like the United States, where
payments on most loans are on amonthly basis. As aresult, the merged entity obtains information
later than it would in developed countries and this delay in receiving current information may impact
the classification of, and reserving against, impaired loans. Consequently, the merged entity islikely
to classify and reserve against impaired loans significantly later than in more devel oped countries.
However, pursuant to revised guidelinesissued by the Reserve Bank of India, with effect from fiscal
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2004, acommercial loan will be considered to be impaired and placed on a non-accrua basis, when
interest or principal is overdue continuously for more than 90 days. Since October 2001, ICICI Bank’s
borrowers were required to make payment on a monthly basis. The merged entity isin the process of
implementing systems required to change payment due dates for ICICI’ s borrowers from quarterly to
monthly intervals. For a discussion of impaired loans under Indian GAAP, see “ Supervision and
Regulation—Loan Loss Provisions and Impaired Assets”.

A large proportion of | CI Cl’sloans comprised project finance assistance, a substantial portion
of which was particularly vulnerable to completion risk.

Long-term project finance assistance was a significant proportion of ICICI’ s asset portfolio. The
viability of these projects depends upon a number of factors, including completion risk, market
demand, government policies and the overall economic environment in India and international
markets. The merged entity cannot be sure that these projects will perform as anticipated. Over the
last several years, ICICI experienced a high level of impaired loansin its project finance loan
portfolio to manufacturing companies as a result of the downturn in certain global commodity markets
and increased competition in India. In addition, a significant portion of infrastructure projects
financed by ICICI are still under implementation and present risks such as delays in the
commencement of operations and breach of contractual obligations by counterparties involved and
therefore delays in the project's ability to generate revenues. ICICI provided project assistance to a
large private sector power generation project in the state of Maharashtra. On account of a dispute
between the power project and the purchaser, the state electricity board, the project implementation is
currently suspended. The matter is currently pending before the Indian courts, while parallel efforts
are continuing for an out of court settlement, including re-negotiation of the power tariff. The
principal sponsor of the project has filed for bankruptcy in the United States. The assets of the project
are in the possession of areceiver appointed by the High Court of Judicature at Bombay on a plea by
the lenders to the project including ICICI. Efforts are continuing for sale of the project to new
sponsors. The merged entity cannot assure you that future credit losses on account of this assistance
and such other assistances would not have a materially adverse effect on the merged entity’s
profitability. ICICI’ sinfrastructure project finance loans were largely recent loans and, as aresult,
asset quality problems may not appear until the future. If a substantial portion of these loans were to
become impaired, the quality of the merged entity’ sloan portfolio could be adversely affected.

The merged entity has high concentrations of loansto certain customers and to certain sectors
and if a substantial portion of these loanswere to become impaired, the quality of itsloan
portfolio could be adversely affected.

At year -end fiscal 2002, ICICI Bank’s 20 largest borrowers, based on gross outstanding balances,
totaled approximately Rs. 18.6 billion (US$ 381 million), which represented approximately 24.6% of
ICICI Bank’stotal gross loans outstanding. ICICI Bank’ slargest single borrower by outstanding at
that date was approximately Rs. 2.6 billion (US$ 53 million), which represented approximately 3.5%
of ICICI Bank’stotal grossloans outstanding. The largest group of companies under the same
management control accounted for approximately 1.7% of ICICI Bank’stotal gross loans outstanding.
If asubstantial portion of these loans were to become impaired, the quality of the merged entity’ sloan
portfolio could be adversely affected.

At year -end fiscal 2002, ICICI’ s 20 largest borrowers, based on gross outstanding balances,
totaled approximately Rs. 139.6 billion (US$ 2.9 billion), which represented approximately 24.9% of
ICICI'stotd gross loans outstanding. I CICI’ s largest single borrower by outstanding at that date was
approximately Rs. 16.5 billion (US$ 337 million), which represented approximately 2.9% of ICICI’s
total gross loans outstanding. The largest group of companies under the same management control
accounted for approximately 4.8% of |CICI’ stotal gross loans outstanding. If a substantial portion of
these loans were to become impaired, the quality of the merged entity’ s loan portfolio could be
adversely affected.

11



At year -end fiscal 2002, ICICI Bank had extended loans to several industrial sectorsin India. At
that date, approximately 33.9% of ICICI Bank’s gross impaired loan portfolio was concentrated in
three sectors: textiles (14.5%), light manufacturing (11.9%) and iron and steel (7.5%). ICICI Bank’s
total loan portfolio also had asignificant concentration of loans in these sectors. These sectors have
been adversely affected by economic conditions over the last few years in varying degrees. Although
ICICI Bank’s loan portfolio contained loans to a wide variety of businesses, financial difficultiesin
these sectors could increase ICICI Bank’s level of impaired loans and adversely affect the merged
entity’ s business, its future financial performance, its stockholders’ equity and the price of its equity
shares and its ADSs.

At year -end fiscal 2002, I CICI had extended loans to several industrial sectorsin India. At that
date, approximately 47.9% of |CICI’ s gross restructured loan portfolio was concentrated in three
sectors: textiles (22.6%), iron and steel (18.9%) and paper and paper products (6.4%). At that date,
approximately 28.7% of ICICI’ s gross other impaired |oan portfolio was concentrated in three sectors:
iron and steel (11.6%), basic chemicals (8.7%) and textiles(8.4%). |CICI’ s total loan portfolio also
had a significant concentration of loans in these sectors. These sectors have been adversely affected
by economic conditions over the last few yearsin varying degrees. Although ICICI’ sloan portfolio
contained loans to awide variety of businesses, financial difficulties in these sectors could increase
ICICI'slevel of impaired loans and adversely affect the merged entity’ s business, its future financial
performance, its stockholders’ equity and the price of its equity shares and its ADSs.

If the merged entity isnot able to control or reduce the level of impaired loansin its portfolio,
its business will suffer.

ICICI Bank’ s grossimpaired loans represented 7.2% of ICICI Bank’s gross loan portfolio at year-
end fiscal 2002 compared to 5.6% at year -end fiscal 2001. ICICI Bank’s gross restructured loans were
Rs. 785 million (US$16 million) at year-end fiscal 2002 which represented 14.4% of the impaired
loan portfolio and 1.0% of the gross |oan portfolio. ICICI Bank’s net impaired |oans represented 3.7%
of ICICI Bank’s net loans at year-end fiscal 2002 compared to 2.7% at year-end fiscal 2001. Although
the merged entity believesthat ICICI Bank’s allowance for loan losses is adequate to cover all known
lossesin ICICI Bank’ s portfolio of assets, the level of ICICI Bank’simpaired loans was higher than
the average percentage of impaired loans in the portfolios of banksin more developed countries. In
addition, in absolute terms, ICICI Bank’s gross impaired loans grew by 2.3% in fiscal 2002 and
276.1% in fiscal 2001, whereas the same had decreased by 12.1% in fiscal 2000. However, these
figures are not comparable since impaired loans aggregating Rs. 2.2 billion (US$ 47 million) were
added in fiscal 2001 consequent to ICIC | Bank'’s acquisition of Bank of Madura.

ICICI’ s gross restructured loans represented 17.0% of ICICI’ s gross |oan portfolio at year-end
fiscal 2002 compared to 6.9% at year -end fiscal 2001. ICICI’ s gross other impaired |oans represented
9.1% of ICICI’ s gross loan portfolio at year-end fiscal 2002 compared to 6.6% at year -end fiscal
2001. ICICI’ s net restructured loans represented 14.8% of 1CICI’ s net loans at year-end fiscal 2002
compared to 5.4% at year -end fiscal 2001. ICICI’ s net other impaired |oans represented 6.3% of
ICICI’s net loans at year-end fiscal 2002 compared to 3.3% at year-end fiscal 2001. Although the
merged entity believesthat | CICI’ s allowance for loan losses is adequate to cover all known lossesin
ICICI’ s portfolio of assets, the level of ICICI's impaired loans was higher than the average percentage
of impaired loans in the portfolios of banksin more developed countries. In addition, in absolute
terms, ICICI’ sgross impaired loans grew by 70.7% in fiscal 2002, 23.3% in fiscal 2001 and 18.5% in
fiscal 2000.

The growth in impaired loans of ICICI and ICICI Bank can be attributed to several factors,
including increased competition arising from economic liberalization in India, aslowdown in
industrial growth, a sharp decline in commodity prices, which reduced profitability for certain of
ICICI'sand ICICI Bank’s borrowers, and the resultant restructuring of certain Indian companiesin
sectors such as textiles, iron and steel and man-made fibers. In fiscal 2001, ICICI Bank’ simpaired
loans al so increased on account of the impaired loan portfolio acquired in the acquisition of Bank of
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Madura. Further, ICICI's and ICICI Bank’s growth-oriented strategy involved a significant increase
in their loan portfolio over the past few years. The merged entity cannot assure you that there will be
no additional impaired loans on account of these new loans.

The directed lending norms of the Reserve Bank of Indiarequire that every bank should extend
40.0% of its net bank credit to certain eligible sectors, which are categorized as “ priority sectors”’.
Priority sectors are specific sectors such as agriculture and small-scale industries. Considering that the
advances of |CICI were not subject to the requirement applicable to banks in respect of priority sector
lending, the Reserve Bank of India directed the merged entity to maintain an additional 10.0% over
and above the requirement of 40.0%, i.e., atotal of 50.0% of its net bank credit on the residual portion
of its advances (i.e. the portion of itstotal advances excluding advances of ICICI at year-end fiscal
2002) in the form of priority sector loans. This additional 10.0% priority sector lending requirement
will apply until such time as the aggregate priority sector advances of the merged entity reach alevel
of 40.0% of the total net bank credit of the merged entity. As aresult, the merged entity may
experience asignificant increase in impaired loansin its directed lending portfolio since economic
difficulties are likely to affect those borrowers more sever ely and the merged entity would be less able
to control the quality of this portfolio.

A number of factors will affect the merged entity’ s ability to control and reduce impaired loans.
Some of these, including developments in the Indian economy, movementsin global commodity
markets, global competition, interest rates and exchange rates, are not within the merged entity’s
control. Although the merged entity isincreasing its efforts to improve collections and to foreclose on
existing impaired loans, the mer ged entity cannot assure you that it will be successful inits efforts or
that the overall quality of itsloan portfolio will not deteriorate in the future. If the merged entity is not
ableto control and reduce itsimpaired loans, its business, its future financial performance, its
stockholders’ equity and the price of its equity shares and its ADSs could be adversely affected.

A significant increasein thelevel of restructured loans forming part of impaired loansin the
merged entity’ s portfolio could affect its business.

ICICI Bank’s gross restructured loans decreased by 11.8% to Rs. 785 million (US$ 16 million) at
year-end fiscal 2002 from Rs. 890 million (US$ 18 million) at year-end fiscal 2001. ICICI’ s gross
restructured loans increased by 117.7% to Rs. 95.1 hillion (US$ 1.9 hillion) at year-end fiscal 2002
from Rs. 43.7 billion (US$ 895 million) at year-end fiscal 2001. As aresult of theimpact of the
economic environment on the industrial sector, certain Indian corporations have undergone a process
of restructuring and repositioning. This restructuring process took place in several industries such as
textiles, iron and steel and man-made fibers. Asaresult, the level of restructured loansin ICICI’s
portfolio increased substantially in fiscal 2002. It is expected that the restructuring process in these
industrieswill continuein fiscal 2003. Any further significant increasein restructured loans could
cause the merged entity’ s business to suffer and its future financial performance, its stockholders’
equity and the price of its equity shares and its ADSs could be adversely affected.

If thereisafurther deterioration in the merged entity’ simpaired loan portfolio and the merged
entity isnot ableto improveitsallowancefor loan losses as a percentage of impaired loans, the
price of itsequity sharesand its ADSs could go down.

ICICI Bank’s allowance for loan losses on impaired |oans represented 50.9% of ICICI Bank’s
grossimpaired loans at year-end fiscal 2002 compared to 53.5% at year -end fiscal 2001. ICICI Bank’s
allowance for loan losses on restructured loans represented 21.9% of 1CICI Bank’ s gross restructured
loans at year-end fiscal 2002 compared to 47.5% at year -end fiscal 2001. ICICI’ s alowance for loan
losses on restructured loans represented 18.6% of |CICI’ s gross restructured loans at year-end fiscal
2002 compared to 26.0% at year -end fiscal 2001. ICICI’ s allowance for loan losses on other impaired
loans represented 34.6% of |CICI’ s gross other impaired loans at year -end fiscal 2002 compared to
51.9% at year-end fiscal 2001.
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Although the merged entity believesthat ICICI’sand ICICI Bank’s allowances for loan losses
will be adequate to cover al known lossesin its asset portfolio, the merged entity cannot assure you
that there will be no further deterioration in the allowance for loan losses as a percentage of gross
impaired loans or otherwise or that the percentage of impaired loans that the merged entity will be
able to recover will be similar to ICICI’sand ICICI Bank’s past experience of recoveries of impaired
loans. In the event of any further deterioration in the merged entity’ s impaired loan portfolio, there
could be an adverse impact on its business, its future financial performance, its stockholders' equity
and the price of its equity sharesand its ADSs.

The merged entity may experience delaysin enforcing its collateral when borrowers default on
their obligationsto the merged entity which may result in failure to recover the expected value
of collateral security exposing it to a potential loss.

ICICI Bank’sloan portfolio consisted primarily of working capital credit facilities that were
typically secured by afirst lien on inventory, receivables and other current assets. In some cases, it

may have taken further security of afirst or second lien on fixed assets, a pledge of financial assets
like marketabl e securities, corporate guarantees and personal guarantees.

A substantial portion of ICICl's loans were secured by real assets, including property, plant and
equipment. Although it was ICICI’ s practice to lend between 60.0% and 80.0% of the appraised value

of thistype of collateral security, an economic downturn could have resulted in afall in relevant
collateral values.

In India, foreclosure on collateral generally requires awritten petition to an Indian court. An
application, when made, may be subject to delays and administrative requirements that may result, or
be accompanied by, adecrease in the value of the collateral. In the event a borrower makes a
reference to a specialized quasi-judicial authority called the Board for Industrial and Financial
Reconstruction, foreclosure and enforceability of collateral is stayed. The merged entity cannot
guarantee that it will be able to realize the full value on its collateral, as a result of, among other
factors, delays in bankruptcy foreclosure proceedings, defects in the perfection of collateral and
fraudulent transfers by borrowers. A failure to recover the expected value of collateral security could
expose the merged entityto a potential loss. Any unexpected losses could adversely affect the merged
entity’ s business, its future financial performance, its stockholders' equity and the price of its equity
shares and its ADSs.

The Securitisation and Reconstruction of Financial Assets and Enforcement of Security Interest
Ordinance, 2002, promulgated by the President of Indiain June 2002 and re-promulgated in August
2002 but yet to be approved by legislation passed by the Indian parliament, is expected to strengthen
the ability of lenders to resolve non-performing assets by granting them greater rights as to
enforcement of security and recovery of dues. However, there can be no assurance that the legislation
will be passed by the Indian parliament or that, if passed, it will have afavorable impact on the
merged entity’ s efforts to resolve non-performing assets. See also “ Overview of the Indian Financial
Sector — Recent Structural Reforms— Legislative Framework for Recovery of Debts Dueto Banks.”

The merged entity faces greater credit risksthan banksin developed countries.

The merged entity’s principal businessis providing financing to its clients, virtually al of whom
are based in India. In the past, ICICI focused its activities on financing large-scale projects.
Increasingy, the merged entity is focusing on large corporate customers, many of whom have strong
credit ratings, as well as on select middle market companies and individuals. The merged entity’s
loans to middle market companies can be expected to be more severely affected by adverse
developments in the Indian economy than loans to large corporations. In all of these cases, the merged
entity is subject to the credit risk that its borrowers may not pay in atimely fashion or at al. The
credit risk of al its borrowersis higher than in more developed countries due to the higher uncertainty
in the Indian regulatory, political, economic and industrial environment and difficulties that many of
the merged entity’ s borrowers face in adapting to instability in world markets and technological
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advances taking place across the world. In fiscal 2001 and 2002, India experienced a lower rate of
overall industrial growth, which reduced the profitability of certain of the merged entity’ s borrowers.

The directed lending norms of the Reserve Bank of Indiarequire that every bank should extend
40.0% of its net bank credit to certain eligible sectors, which are categorized as “priority sectors’.
Priority sectors are specific sectors such as agriculture and small-scale industries. Considering that the
advances of |CICI were not subject to the requirement applicable to banks in respect of priority sector
lending, the Reserve Bank of India directed the merged entity to maintain an additional 10.0% over
and above the requirement of 40.0%, i.e., atotal of 50.0% of its net bank credit on the residual portion
of its advances (i.e. the portion of its total advances excluding advances of ICICI at year-end fiscal
2002) in the form of priority sector loans. This additional 10.0% priority sector lending requirement
will apply until such time as the aggregate priority sector advances of the merged entity reach alevel
of 40.0% of the total net bank credit of the merged entity. As aresult, the merged entity may
experience asignificant increasein impaired loansin its directed lending portfolio since economic
difficulties are likely to affect those borrowers more severely and the merged entity would be less able
to control the quality of this portfolio.

Higher credit risk may expose the merged entityto a potential 1oss, which would adversely affect
its business, its future financial performance, its stockholders' equity and the price of its equity shares
and its ADSs.

Themerged entity’ sbusinessis particularly vulnerable to volatility in interest rates caused by
deregulation of the financial sector in India.

Over the last few years, the Indian government has substantially deregulated interest rates. Asa
result, interest rates are now primarily determined by the market. This has increased the interest rate
risk exposure of al banks and financial institutions, including the merged entity.

The merged entity’ s results of operations are substantially dependent upon the level of its net
interest income. Interest rates are highly sensitive to many factors beyond the merged entity’ s control,
including deregulation of the financial sector in India, the Reserve Bank of India s monetary policies,
domestic and international economic and political conditions and other factors. Changesin interest
rates could &fect the interest rates charged on interest-earning assets differently than the interest rates
paid oninterest-bearing liabilities. This difference could result in an increase in interest expense
relative to interest income leading to areduction in themerged entity’ s net interest income. Based on
the asset-liability position of ICICI Bank and ICICI at year-end fiscal 2002, an increase in interest
rates would result in an increase in the merged entity’ s interest expense relative to its interest income
leading to areduction in the merged entity’ s net interest income.

Income from treasury operationsis particularly vulnerable to interest rate volatility. Following the
amalgamation, the businesses which were conducted by 1CICI became subject to the statutory
liquidity ratio requirement, which requires that an amount equal to a specified percentage, currently
25.0%, of abank’s demand and time liabilities be invested in government of India securities. This has
increased the interest rate risk exposure of themerged entity. An increasing interest rate environment
islikely to adversely affect the income from treasury operations of banksin India, such as the merged
entity. The estimated negative impact of a 1.0% rise in interest rates during fiscal 2003 on thevalue of
ICICI Bank’strading portfolio at year-end fiscal 2002 would have been Rs. 133 million (US$ 3
million). The estimated negative impact of a1.0% risein interest rates during fiscal 2003 on the value
of ICICI’strading portfolio (including the trading portfolio of ICICI Securities, formerly the
investment banking subsidiary of ICICI and now the investment banking subsidiary of the merged
entity) at year -end fiscal 2002 would have been Rs. 933 million (US$ 19 million). Declinesin the
value of the merged entity’ s trading portfolio in such an environment will adversely affect itsincome
statement.

Interest rates in India, including yields on Indian government securities, declined significantly
during fiscal 2002, reflecting the liquidity in the system. The rate of interest on government small
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savings schemes was lowered by 50 basis pointsin the Reserve Bank of India s monetary and credit
policy announced in April 2002. The Reserve Bank of India has stated its preference for maintaining
the current interest rate environment with a bias towards a softer interest rate regime in the medium
term. However, no assurance can be given asto the likely trend of interest ratesin the future.

Volatility in interest rates could adversely affect the merged entity’ s business, its future financial
performance and the price of its equity shares and its ADSs.

If the merged entity is not able to succeed in its new business areas, it may not be able to meet
its projected earnings and growth targets.

The merged entity sees retail banking as the primary driver of its growth. Retail bankingisa
critical component of the merged entity’ s projections of earnings. However, the merged entity
recognizes that retail banking is a substantially different business from corporate banking and requires
very different personnel, skills and infrastructure. The merged entity cannot assure you that it has
accurately estimated the relevant demand for its new banking products. Retail banking could expose
the merged entity to the risk of financial irregularities by various intermediaries and customers. The
merged entity cannot assure you that it will be able to master and deliver the skills and management
information systems necessary to successfully manage these new businesses.

ICICI’ sretail | oansincreased by 168.5% during fiscal 2002 to Rs. 72.8 billion (US$ 1.5 billion)
or 13.0% of its gross loans outstanding at year -end fiscal 2002 as compared to Rs. 27.1 billion (US$
555 million) or 4.3% of its gross loans outstanding at year -end fiscal 2001. ICICI’ sretail loans are
relatively new and the merged entity cannot assure you that there will be no additional impairment on
account of these loans and that such impairment will not have a materially adverse impact on the
quality of the merged entity’ s loan portfolio.

The merged entity isalso looking at business opportunitiesin certain sectors of the economy with
which it has not traditionally been involved, including the public sector, the agri-business sector and
the information technology sector. In addition, ICICI and ICICI Bank launched several Internet-based
products for their retail and corporate customers including online broking services. |CICI entered the
lifeinsurance businessin fiscal 2001 and the non-life insurance businessin fiscal 2002 through its
subsidiaries. The merged entity is seeking to expand internationally by leveraging on its home country
links and technology competenciesin financial services. The merged entity isanew entrant in
international business and the skillsrequired for this business are different from those for its domestic
businesses. The life insurance and nortlife insurance businesses and the international business are
expected to require substantial capital in theinitial period. The merged entity cannot be certain that
these new businesses will perform as anticipated. The merged entity’ s inability to grow or succeed in
new business areas may adversely affect its business, its future financial performance, its
stockholders' equity and the price of its equity shares and its ADSs.

The success of the merged entity’s I nternet-related strategy will depend, in part, on the
development of adequate infrastructure for the Internet in India.

The Internet may not be accepted as a viable commercial marketplace in Indiafor a number of
reasons, including inadequate development of the necessary network infrastructure. There can be no
assurance that the Internet infrastructure will be able to support the demands of its anticipated growth.
Inadequate infrastructure could result in slower response times and adversely affect usage of the
Internet generally. If the infrastructure for the Internet does not effectively support growth that may
occur, the merged entity will not be able to execute its growth strategy for its Internet-related
businesses. The merged entity’ sinability to grow in this business area may adversely affect its
business, its future financial performance, its stockholders' equity and the price of its equity shares
and its ADSs.

The merged entity’ s businessis very competitive and its growth strategy depends on its ability to
compete effectively.
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Interest rate deregulation and other liberalization measures affecting the financial sector have
increased the merged entity’ s exposure to competition. The liberalizaion process has led to increased
access for the merged entity’ s customersto alternative sources of funds, such as domestic and foreign
commercia banks and the domestic and international capital markets. The merged entity’s corporate
banking business will continue to face competition from Indian and foreign commercial banks. It will
a so face competition from Indian and foreign commercial banks and nonbanking finance companies
in the development of itsretail business. In addition, as the merged entity raisesits funds from market
sources, it will face increasing competition for such funds. The Indian financial sector may experience
further consolidation, resulting in fewer banks and financial institutions, some of which may have
greater resources than the merged entity. The merged entity’ s future success will depend upon its
ability to compete effectively. Due to competitive pressures, the merged entity may be unable to
successfully execute its growth strategy and offer products and services at reasonable returns and this
may adversely impact its business, its future financial performance, its stockholders' equity and the
price of its equity sharesand its ADSs.

If the merged entity isnot ableto integrate | CICl and | CICl Bank’srecent acquisitionsor if
the merged entity isnot able to integrate any future acquisitions, its business could be disrupted
and the price of its equity sharesand ADSs could go down.

The merged entity was formed following the amalgamation of ICICI, ICICI Persona Financia
Services and ICICI Capital Serviceswith ICICI Bank. In May 2002, |CICI OneSource, a company
promoted by ICICI, acquired CustomerAsset, a contact center services company based in India. In
fiscal 2002, ICICI Infotech, a company promoted by ICICI, acquired Insyst Technologies Limited, a
software development company based in India. ICICI Bank acquired Bank of Madura Limited, an old
private sector bank in India, in fiscal 2001. The integration of these recent acquisitionsisamajor
challenge for the merged entity, some or all of which could adversely affect its business, its financial
performance and the price of its equity shares and ADSs.

The merged entity has no understanding, commitment or agreement with respect to any materia
future acquisition or investmert, though the merged entity may seek opportunities for growth through
future acquisitions. Any future acquisitions may involve a number of risks, including deterioration of
asset quality, diversion of attention of the management of the merged entity, attention required to
integrate the acquired business and the failure to retain key acquired personnel and clients, some or all
of which could have an adverse effect on the business of the merged entity, its future financial
performance, its stockholders' equity and the price of its equity sharesand ADSs.

If the merged entity is not able to successfully integrate the operations of ICICI, | CICI
Personal Financial Servicesand | CICl Capital Serviceswith I CICI Bank, itsfinancial
performance could be adversely affected and the price of its equity sharesand ADSs could go
down.

Following the amalgamation, with ICICI Bank, the operations of ICICI, ICICI Personal Financial
Services, ICICI Capital Services and ICICI Bank, including their businesses, business systems and
processes, systems and technology, and human resources will have to be integrated. There can be no
certainty that the merged entity will be able to successfully integrate the operations of each of these
companies, or of the time that may be required for the integration to be completed. Any failure to
successfully integrate the operations or delay in completing the integration could adversely affect the
business of the merged entity, itsfuture financial performance, its stockholders’ equity and the price
of its equity shares and ADSs.
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The businesses conducted by I CICl, after the amalgamation, are subject to a number of
banking regulations under Indian law, which may impact the profitability of the merged entity
initsinitial years.

The businesses conducted by ICICI are now, after the amal gamation, subject to a number of
banking regulations under the Indian law, including maintenance of statutory liquidity and cash
reserveratios, directed lending requirements and higher effective tax rates. Compliance with these
regulations may impact the profitability of the combined businesses of the merged entity initsinitial
years. The merged entity has a different mix of assets and funding sources than ICICI and ICICI Bank
as independent and separate entities. The impact of the statutory liquidity ratio, which requires that a
significant portion of an Indian bank’ s liabilities be held in Indian government securities, will increase
the market risk exposure of the merged entity. The income, profitability and market risk profile of the
merged entity may therefore be adversely affected in theinitial years by the impact of these regulatory
requirements. This may result in lower income in the initial years after the amalgamation. The
directed lending norms of the Reserve Bank of Indiarequire that every bank should extend 40.0% of
net bank credit to certain eligible sectors, which are categorized as “ priority sector”. Considering that
the advances of ICICI were not subject to the requirement applicable to banks in respect of priority
sector lending, the Reserve Bank of India directed the merged entity to maintain an additional 10.0%
over and above the requirement of 40.0%, i.e., atotal of 50.0% of its net bank credit on the residual
portion of its advances (i.e. the portion of itstotal advances excluding advances of ICICI at year-end
fiscal 2002) in the form of priority sector loans. Priority sectors are specific sectors such as agriculture
and small-scale industries. This additional 10.0% priority sector lending requirement will apply until
such time as the aggregate priority sector advances of the merged entity reach alevel of 40.0% of the
total net bank credit of the merged entity. The merged entity may experience asignificant increasein
impaired loans in its di rected lending portfolio since economic difficulties are likely to affect those
borrowers more severely and the merged entity would be less able to control the quality of this
portfolio. The merged entity may not be able to maintain the business, growth and financial
performance of the two separate companiesin theinitial years and any failure to do so could
adversely affect its stockholder’ s equity and the price of its equity shares and ADSs.

The merged entity’ sfunding is primarily short-term and if depcsitors do not roll over deposited
funds upon maturity the merged entity’ s business could be adver sely affected.

Most of the merged entity’ sincremental funding requirements, including replacement of maturing
liabilities of ICICI which generally had longer maturities, are met through short-term funding sources,
primarily in the form of depositsincluding inter-bank deposits. However, alarge portion of its assets,
primarily the assets of ICICI, have medium or long-term maturities, creating a potential for f unding
mismatches. At year-end fiscal 2002, savings deposits and nor+interest- bearing demand deposits
together constituted 16.8% of ICICI Bank’stotal deposits and 14.1% of 1CICI Bank’stotal liabilities.
Although ICICI Bank’s customer deposits were generdly of less than one year maturity, in ICICI
Bank’s experience, a substantial portion of its customer deposits had been rolled over upon maturity
and had been a stable source of funding. However, no assurance can be given that this experience will
continue. If a substantial number of the merged entity’ s depositors do not roll over deposited funds
upon maturity, the merged entity’ s liquidity position could be adversely affected. The failure to obtain
rollover of customer deposits upon maturity or to replace them with fresh deposits could have a
material adverse effect on the merged entity’ s business, its future financial performance and the price
of itsequity sharesand its ADSs.

Material changesin the regulations which govern the merged entity could causeitsbusinessto
suffer and the price of its equity shares and its ADSs to go down.

Banksin Indiaoperate in ahighly regulated environment. The Reserve Bank of India extensively
supervises and regulates banks. In addition, these banks are subject generally to changesin Indian
law, aswell as to changes in regulation and government policies, income tax laws and accounting
principles. The laws and regulations governing the banking sector could change in the future and any
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such changes could adversely af fect the merged entity’ s business, its future financial performance and
the price of its equity shares and its ADSs.

Significant security breaches could adversely impact the merged entity’ s business.

The merged entity seeksto protect its computer systems and network infrastructure from physical
break-ins as well as security breaches and other disruptive problems caused by itsincreased use of the
Internet. Computer break-ins and power disruptions could affect the security of information stored in
and transmitted through these computer systems and network infrastructure. The merged entity
employs security systems, including firewalls and password encryption, designed to minimize the risk
of security breaches. Though the merged entity intends to continue to implement security technology
and establish operational procedures to prevent break-ins, damage and failures, there can be no
assurance that these security measures will be successful. A significant failure in security measures
could have a material adverse effect on its business, its future financial performance and the price of
its equity sharesand its ADSs.

The merged entity’ s business operations are transaction-oriented. Although the merged entity
takes adequate measures to safeguard against fraud, t here can be no assurance that it would be able to

prevent fraud. The merged entity’ s reputation could be adversely affected by significant fraud
committed by employees or outsiders.

If the merged entity is unable to adapt to rapid technological changes, its business could suffer.

The merged entity’s success will depend, in part, on its ability to respond to technological
advances and emerging banking industry standards and practices on a cost-effective and timely basis.
The development and implementation of such technology entails significant technical and business
risks. There can be no assurance that the merged entity will successfully implement new technol ogies
effectively or adapt its transaction processing systems to customer requirements or emerging industry
standards. If the merged entity is unable, for technical, legal, financial or other reasons, to adapt in a
timely manner to changing market conditions or customer requirements, its business and its future
financial performance could be materially affected.

Risks Relating to the ADSs and Equity Shares
You will not be able to vote your ADSs.

ADS holders have no voting rights unlike holders of the equity shares who have voting rights.
The depositary will exercise itsright to vote on the equity shares represented by the ADSs as directed
by the merged entity’ s board of directors. If you wish, you may withdraw the equity shares underlying
the ADSs and seek to vote the equity shares you obtain from the withdrawal. However, for foreign
investors, this withdrawal process may be subject to delays. For a discussion of the legal restrictions
triggered by awithdrawal of the equity shares from the depositary facility upon surrender of ADSs,
see "Restriction on Foreign Ownership of Indian Securities'.

USinvestorswill be subject to special tax and interest chargesif the merged entity is considered
to be a passive foreign investment company.

Based upon certain proposed Treasury Regulations which are proposed to be effective for taxable
years beginning after December 31, 1994 and upon certain management estimates, the merged entity
does not expect to be a Passive Foreign Investment Company (PFIC). The merged entity has based the
expectation that it is currently not a PFIC on, among other things, provisionsin the proposed Treasury
Regulations that provide that certain restricted reserves (including cash and securities) of banks are
assets used in connection with banking activities and are not passive assets, as well as the composition
of the merged entity’ sincome and the merged entity’ s assets from time to time. Since there can be no
assurance that such proposed Treasury Regulations will be finalized in their current form, and the
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composition of income and assets of the merged entity will vary over time, there can be no assurance
that the merged entity will not be considered a PFIC for any taxable year. If the merged entity isa
PFIC for any taxable year during which a US holder holds equity shares or ADSs of the merged
entity, the US holder would be treated in a manner comparable to that described under "Taxation—
United States Tax - Passive Foreign Investment Company Rules’.

Your ability to withdraw equity shares from the depositary facility is uncertain and may be
subject to delays.

India's restrictions on foreign ownership of Indian companies limit the number of shares that may
be owned by foreign investors and generally require government approval for foreign ownership.
Investors who withdraw equity shares from the depositary facility will be subject to Indian regulatory
restrictions on foreign ownership upon withdrawal. It is possible that this withdrawal process may be
subject to delays. For adiscussion of the legal restrictions triggered by awithdrawal of equity shares
from the depositary facility upon surrender of ADSs, see "Restriction on Foreign Ownership of Indian
Securities".

Your ability to sell in India any equity shareswithdrawn from the depositary facility may be
subject to delaysif specific government approval isrequired.

ADS holders seeking to sell in Indiaany equity shares withdrawn upon surrender of an ADS will
require Reserve Bank of India approval for each such transaction unless the sale of such equity shares
is made on a stock exchange or in connection with an offer made under the regulations regarding
takeovers. The merged entity cannot guarantee that any approval will be obtained in atimely manner
or at all. Because of possible delaysin obtaining requisite approvals, investors in equity shares may be
prevented from realizng gains during periods of price increases or limiting losses during periods of
price declines.

Restrictions on withdrawal of ADSs from the depositary facility and redeposit of equity shares
in the depositary facility could adversely affect the price of the ADSs.

An ADS holder who surrenders an ADS and withdraws equity shares may be able to redeposit
those equity sharesin the depositary facility in exchange for ADSs. In addition, an investor who has
purchased equity sharesin the Indian market may be able to deposit them in the ADS program.
However, in either case, the deposit or redeposit of equity shares may be limited by securities law
restrictions and will be restricted so that the cumulative aggregate number of equity shares that can be
deposited or redeposited as of any time cannot exceed the cumulative aggregate number represented
by ADSs converted into underlying equity shares as of such time. An investor who has purchased
equity sharesin the Indian market could therefore face restrictionsin depositing them inthe ADS
program. This increases the risk that the market price of the ADSswill be below that of the equity
shares. For adiscussion of the legal restrictions triggered by withdrawal of ADSs from the depositary
facility and redeposit of equity sharesin the depositary facility, see "Restriction on Foreign
Ownership of Indian Securities'.

There may berestrictions on theresales in the United States or to US persons of 1 CI Cl Bank
sharesor ADSs by affiliates of ICICI and/or I CICI Bank.

Theequity shares and ADSs of the merged entity issued pursuant to the amalgamation were not
registered under the US Securities Act of 1933, as amended (the Securities Act) in reliance upon the
exemption from the registration requirements of the Securities Act provided by Section 3(a)(10) of the
Securities Act. ICICI Bank received a*no-action letter” from the staff of the United States Securities
and Exchange Commission (“ SEC”) stating that it would not recommend that the SEC take
enforcement action if | CICI Bank shares were issued to I CICI sharehol ders pursuant to the
amalgamation without compliance with the registration requirements of the Securities Act in reliance
on the exemption from registration contained in Section 3(a)(10) thereof. Asaresult, in the hands of
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most holders, the shares and ADSs issued pursuant to the amalgamation will not be treated as
“restricted securities’ within the meaning of Rule 144(a)(3) under the Securities Act, and may be
resold by former holders of ICICI shares (except affiliates as described below) without regard to
Rules 144 or 145(c) and (d) under the Securities Act.

Persons who received the shares or ADSs pursuant to the amalgamation and who were affiliates
of ICICI before the amalgamation but are not affiliates of the merged entity after the amalgamation, or
are affiliates of the merged entity after the amalgamation, are permitted to resell these shares or ADSs
in the United States in the manner permitted by Rule 144(d) under the Securities Act, in each case
without regard to the holding period requirement (one year) of Rule 144(d) under the Securities Act.
Persons who may be deemed to be affiliates of ICICI include individuals who, or entities that, directly
or indirectly controlled, or were controlled by, or were under common control with ICICI and would
include certain officers and directors of ICICI and would likely include principal shareholders as well.
Persons who may be deemed to be affiliates of the merged entity include individuals who, or entities
that, directly or indirectly control, or are controlled by, or are under common control with the merged
entity and would include certain officers and directors of the merged entity and would likely include
principal shareholders aswell. The persons referred to abowe in addition to reselling the shares or
ADSs received pursuant to the amalgamation in the United States in the manner permitted by Rule
145(d) under the Securities Act may also sell such securities pursuant to any other available
exemption under the Securities Act. ICICI shareholders or ADS holders who believe they may be
affiliates for the purposes of the Securities Act, should consult their own legal advisersin the event
they plan to sell such shares or ADSsto a United States person or in the United St ates.

Certain shareholders own alarge percentage of the merged entity's equity shares. Their actions
could adversely affect the price of its equity shares and the ADSs.

The merged entity's principal shareholdersinclude the Life Insurance Corporation of India, the
General Insurance Corporation of Indiaand its subsidiaries and the Unit Trust of India, each of which
is controlled by the Indian government. At September 2, 2002, government-controlled entities owned
approximately 20.8% of the merged entity's outstanding equity shares. Asaresult of such share
ownership, the Indian government will continue to have the ability to exercise influence over most
matters requiring approval of the merged entity's shareholders, including the election and removal of
drectors and significant corporate actions. At September 2, 2002, the Unit Trust of India held 3.3% of
the merged entity’ s outstanding equity shares. The Unit Trust of Indiais currently facing problems
dueto asignificant decline in the market value of i ts securities portfolio. Any substantial sale of the
merged entity’ s equity shares by the Unit Trust of India could adversely affect the price of the merged
entity’ sequity sharesandits ADSs.

Conditionsin the I ndian securities market may affect the price or liquidity of the equity shares
and the ADSs.

The Indian securities markets are smaller and more volatile than securities markets in devel oped
economies. The Indian stock exchanges have in the past experienced substantial fluctuationsin the
prices of listed securities.

Indian stock exchanges have also experienced problems that have affected the market price and
liquidity of the securities of Indian companies. These problems have included temporary exchange
closures, broker defaults, settlement delaysand strikes by brokers. The Stock Exchange, Mumbai,
formerly known as the Bombay Stock Exchange or the BSE, was closed for three daysin March 1995
following a default by abroker. In March 2001, the BSE dropped 667 points or 15.6% and there were
also rumors of insider trading in the BSE leading to the resignation of the BSE president and several
other members of the governing board. In the same month, the Kolkata Stock Exchange, formerly
known as the Calcutta Stock Exchange, suffered a payment crisis when several brokers defaulted and
the exchange invoked guarantees provided by various Indian banks. In addition, the governing bodies
of the Indian stock exchanges have from time to time imposed restrictions on trading in certain
securities, limitations on price movements and margin requirements. Further, from time to time,
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disputes have occurred between listed companies and stock exchanges and other regulatory bodies,
which in some cases may have had a negative effect on market sentiment. Similar problems could
happen in the future and, if they did, they could affect the market price and liquidity of the merged
entity’ s equity shares and the merged entity’s ADSs.

Settlement of trades of equity shareson Indian stock exchanges may be subject to delays.

The equity shares represented by the ADSs are listed on the Chennai, Delhi, Kolkata, Vadodara
Stock Exchanges, the BSE and the National Stock Exchange of India. Settlement on those stock
exchanges may be subject to delays and an investor in equity shares withdr awn from the depositary
facility upon surrender of ADSs may not be able to settle trades on such stock exchangesin atimely
manner.

Asaresult of Indian government regulation of foreign ownership, the price of the merged
entity’s ADSs could go down.

Foreign ownership of Indian securitiesis heavily regulated and is generaly restricted. ADSs
issued by companies in certain emerging markets, including India, may trade at a discount or premium
to the underlying equity shares, in part because of the restrictions on foreign ownership of the
underlying equity shares.

Your holdings may be diluted by additional issuances of equity and any dilution may adversely
affect the market price of the merged entity’ SADSs.

Thereisarisk that the merged entity’ s rapidgrowth could require the merged entity to fund this
growth through additional equity offerings. In addition, up to 5.0% of the merged entity's issued
equity shares following the amalgamation, may be issued in accordance with the merged entity’s
employee stock option schemeto eligible employees of the merged entity and its subsidiaries. Both
ICICI Bank and I CICI had separate stock option plans. From the inception of 1CICI Bank’s stock
option plan in February 2000 through June 30, 2002, ICICI Bank had granted a total of 6,448,200
stock options, of which none have been exercised, 1,172,540 have vested but have not yet been
exercised and 248,225 have lapsed or been forfeited. From the inception of ICICI’ s stock option plan
in August 1999 through June 30, 2002, ICICI had granted atotal of 14,924,950 stock options, of
which 33,900 have been exercised, 3,035,750 have vested but have not yet been exercised and
984,750 have lapsed or been forfeited. In accordance with the Scheme of Amalgamation, holders of
unexerci sed stock optionsin I CICI received stock optionsin ICICI Bank equal to half the number of
their unexercised optionsin ICICI. Accordingly, the outstanding unexercised stock optionsin the
merged entity at June 30 2002 were 13,153,125 or 2.2% of itsissued equity shares. Of this, 3,315,530
stock options, or 0.9% of the merged entity’ s equity share capital had vested. On April 1, 2003,
1,265,150 additional stock optionswill vest, representing afurther 0.2% of the merged entity’ sissued
equity shares at June 30 2002. These issuances, and any future issuance of equity shares, will dilute
the positions of investorsin the ADSs and could adversely affect the market price of the merged
entity’sADSs.

You may be unableto exercise preemptive rights available to other shareholders.

A company incorporated in India must offer its holders of equity shares preemptiverightsto
subscribe and pay for a proportionate number of sharesto maintain their existing ownership
percentages prior to the issuance of any new equity shares, unless these rights have been waived by at
least 75.0% of the company's shareholders present and voting at a shareholders' general meeting. US
investorsin ADSs may be unable to exercise preemptive rights for equity shares underlying ADSs
unlessaregistration statement under the Securities Act is effective with respect to such rights or an
exemption from the registration requirements of the Securities Act is available. The merged entity’s
decision to file aregistration statement will depend onthe costs and potential liabilities associated
with any such registration statement as well as the perceived benefits of enabling US investorsin
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ADSsto exercise their preemptive rights and any other factors the merged entity considers
appropriate at thetime. The merged entity does not commit that it would file aregistration statement
under these circumstances. If the merged entity issues any such securities in the future, such securities
may be issued to the depositary, which may sell such securitiesin the securities marketsin Indiafor
the benefit of the investorsin the ADSs. There can be no assurance as to the value, if any, the
depositary would receive upon the sale of these securities. To the extent that investorsin ADSs are
unable to exercise preemptive rights, their proportional interestsin the merged entity would be
reduced.

Because the equity shares underlying the ADSs are quoted in rupeesin I ndia, you may be
subject to potential losses arising out of exchangerate risk on the Indian rupee and risks
associated with the conversion of rupee proceedsinto foreign currency.

Investors that purchase ADSs are required to pay for the ADSsin US dollars. Investors are
subject to currency fluctuation risk and convertibility risks since the equity shares are quoted in rupees
on the Indian stock exchanges on which they are listed. Dividends on the equity shareswill also be
paid in rupees, and then converted into US dollars for distribution to ADS investors. Investors that
seek to convert the rupee proceeds of a sale of equity shares withdrawn upon surrender of ADSs into
foreign currency and export the foreign currency will need to obtain the approval of the Reserve Bank
of Indiafor each such transaction. In addition, investors that seek to sell equity shares withdrawn from
the depositary facility will have to obtain approval from the Reserve Bank of India, unlessthe saleis
made on a stock exchange or in connection with an offer made under the regulations regarding
takeovers. Holders of rupeesin India may also generally not purchase foreign currency without
general or specia approval from the Reserve Bank of India. However, dividends received by the
depositary in rupees and, subject to approval by the Reserve Bank of India, rupee proceeds arising
from the sale on an Indian stock exchange of equity shares which have been withdrawn from the
depositary facility, may be converted into US dollars at the market rate.

On an average annual basis, the rupee has declined against the US dollar since 1980. As measured
by the Reserve Bank of India's reference rate, the rupee lost approximately 32.8% of its value against
the US doallar in the last five years, depreciating from Rs. 36.46 per US$ 1.000n September 15, 1997
to Rs. 48.43 per US$ 1.00 on September 16, 2002. In addition, in the past, the Indian economy has
experienced severe foreign exchange shortages. India's foreign exchange reserves were US$ 61.5
billion at August 30, 2002.

You may be subject to I ndian taxes arising out of capital gains.

Generally, capital gains, whether short-term or long-term, arising on the sale of the underlying
equity sharesin India are subject to Indian capital gainstax. For the purpose of computing the amount
of capital gains subject to tax, Indian law specifies that the cost of acquisition of the equity shares will
be deemed to be the share price prevailing on the BSE or the National Stock Exchange on the date the
depositary advises the custodian to redeem receipts in exchange for underlying equity shares. The
period of holding of such equity shares, for determining whether the gain islong-term or short-term,
commences on the date of the giving of such notice by the depositary to the custodian. Investors are
advised to consult their own tax advisers and to consider carefully the potential tax consequences of
an investment in the ADSs.

There may be less company information available in Indian securities markets than securities
markets in developed countries.

Thereisadifference between the level of regulation and monitoring of the Indian securities
markets and the activities of investors, brokers and other participants and that of marketsin the United
States and other developed economies. The Securities and Exchange Board of Indiais responsible for
improving disclosure and other regulatory standards for the Indian securities markets. The Securities
and Exchange Board of India hasissued regulations and guidelines on disclosure requirements,
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insider trading and other matters. There may, however, be less publicly available irformation about
Indian companies than is regularly made available by public companies in devel oped economies.
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BUSINESS
Overview

ICICI Bank was organized under the laws of Indiain 1994 as a private sector commercial bank.
ICICI Bank offered awide range of banking products and services to corporate and retail customers
through avariety of delivery channels. In fiscal 2002, ICICI Bank’s net income was Rs. 2,037 million

(USS$ 42 million). At year -end fiscal 2002, | CICI Bank had assets of Rs. 404.8 billion(US$ 8.3
billion) and stockholders' equity of Rs. 18.1 hillion (US$ 372 million).

ICICI Bank was an affiliate company of ICICI. ICICI was organized under the laws of Indiain
1955 and together with its subsidiaries and affiliates was a diversified financial services group. In
April 2002, ICICI and two of its subsidiaries, | CICI Personal Financial Servicesand ICICI Capital
Services merged with and into |CICI Bank in an all-stock amalgamation. Pursuant to the
amalgamation, the shareholders of 1CICI were issued ICICI Bank equity sharesin the ratio of one
fully paid-up equity share, par value Rs. 10 per share, of ICICI Bank for every two fully paid-up
equity shares, par value Rs. 10 per share, of ICICI. Asthere were five ICICI equity shares underlying
each ICICI ADS and two ICICI Bank equity shares underlying each ICICI Bank ADS, holders of
ICICI ADSs wereissued five ICICI Bank ADSs for every four ICICI ADSs. AsICICI Bank isthe
surviving legal entity in the amalgamation, the other subsidiaries and affilides of 1CICI have become
subsidiaries and affiliates of |CICI Bank.

The amalgamation was approved by each of the boards of directors of ICICI, ICICI Personal
Financial Services, |CICI Capital Servicesand ICICI Bank at their respective meetings held on
October 25, 2001. The amalgamation was approved by the shareholders of ICICI Bank and ICICI at
their extraordinary general meetings held on January 25, 2002 and January 30, 2002, respectively.
The amalgamation was sanctioned by the High Court of Gujarat at Ahmedabad on March 7, 2002 and
by the High Court of Judicature at Bombay on April 11, 2002. The amal gamation was approved by
the Reserve Bank of Indiaon April 26, 2002. The Statement on Financial Accounting Standards No.
141 on business combinations requires that business combinations be accounted for in the period in
which the combination is consummated. Accordingly, under US GAAP, the amalgamation has not
been reflected in the financial statements of 1CICI Bank for the year ended March 31, 2002, asit was
consummated in April 2002. The effective date of the amalgamation for accounting purposes under
US GAAP was April 1, 2002. ICICI Bank’s financial statements for fiscal 2002, therefore, do not
include the assets, liabilities and results of operations of ICICI, ICICI Personal Financial Services and
ICICI Capital Services. Under US GAAP, the amalgamation was accounted for as a reverse
acquisition. This means that | CICI was recognized as the accounting acquirer in the amalgamation,
athough ICICI Bank was the legal acquirer. In fiscal 2002, ICICI’ s consolidated net income was Rs.
1,360 million (US$ 28 million). At year -end fiscal 2002, ICICI had consolidated assets of Rs. 745.8
billion (US$ 15.3 billion) and consolidated stockholders' equity of Rs. 71.2 billion (US$ 1.5 billion).

Under Indian GAAP, the amalgamation was accounted for on March 30, 2002, the Appointed
Date specified in the Scheme of Amalgamation. AsICICI Bank isthe surviving legal entity in the
amalgamation, the other subsidiaries and affiliates of 1CICI have become subsidiaries and affiliates of
ICICI Bank.

During fiscal 2002, ICICI Bank had three key activities: corporate banking, retail banking and
treasury operations. In corporate banking, ICICI Bank’s primary goal was to build a strong asset
portfolio consisting mainly of working capital and term loansto large, well-established Indian
corporations as well asto select middle market companies in growth industries. ICICI Bank also
sought to provide awide variety of fee-based corporate products and services, like documentary
credits, cash management services, cross-border trade services, standby letters of credit and treasury-
based derivative products that helped ICICI Bank to increase its nonrinterest income. In building its
corporate banking activities, ICICI Bank capitalized on the strong relationships that 1CICI enjoyed
with many of India's leading corporations.
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ICICI Bank’sretail products and services included payroll accounts and other retail deposit
products, online bill payment and remittance facilities, credit cards, debit cards, smart cards,
depositary share accounts, retail loans against time deposits and loans against shares. |CICI Bank
offered its customers a choice of delivery channelsincluding physical branches, ATMs, telephone
banking call centers and the Internet. In recent years, ICICl Bank expanded its physical delivery
channels, including bank branches and ATMs, to cover atotal of 1,004 locationsin 251 centers
throughout India at year-end fiscal 2002.

ICICI Bank’ streasury engaged in domestic and foreign exchange operations. It sought to manage
ICICI Bank'’s balance sheet, including by maintaining required regulatory reserves. In addition, ICICI
Bank’ streasury sought to optimize profits from itstrading portfolio by taking advantage of market
opportunities using funds acquired from the inter-bank markets and corporate deposits. ICICI Bank’s
trading portfolio included its regulatory portfolio as there was no restriction on active management of
its regulatory portfolio.

Consequent to the amalgamation of 1CICI with ICICI Bank, the businesses carried on by ICICI
and its subsidiaries and affiliates are now carried on by the merged entity and its subsidiaries and
affiliates. These include project and corporate finance and a wide range of retail credit products such
as automobile loans, home loans and other consumer finance products and services, aswell asa
number of advisory, investment and other financial activities, venture capital, life insurance and nort
life insurance businesses.

Both ICICI Bank and ICICI have consistently used technology to differentiate their products and
services from those of their competitors. For example, ICICI Bank was among the first banksin India
to offer Internet banking. The merged entity’ s technol ogy- driven products also include cash
management services, mobile phone banking services and el ectronic commerce-based business-to-
business and business-to-consumer banking solutions. To support its technology initiatives, the
merged entity has set up online real time transaction processing systems. The merged entity remains
focused on changesin customer needs and technological advances and seeksto remain at the forefront
of electronic banking in India

The merged entity’slegal nameisICICI Bank Limited but it is known commercialy as ICICI
Bank. ICICI Bank was incorporated in 1994 under the laws of Indiaas alimited liability corporation.
The duration of ICICI Bank is unlimited. Its principal corporate officeislocated at ICICI Bank
Towers, Bandra-Kurla Complex, Mumbai 400 051, India, itstelephone number is +91 22 653 1414
and its web site address is wwwe.icicibank.com. The merged entity’ s agent for service of processin the
United Statesis CT Corporation System and their addressis 111 Eighth Avenue, 13th Floor, New
York, New York, 10011.

History

ICICI Bank was formed in 1994 as a part of the ICICI group of companies. ICICI Bank’sinitial
equity capital was contributed 75.0% by ICICI and 25.0% by SCICI Limited, adiversified finance
and shipping finance lender of which ICICI owned 19.9% at December 1996. In December 1996,
SCICI was merged into ICICI, and as aresult, ICICI Bank became a wholly-owned subsidiary of
ICICI. In May 1994, when ICICI obtained its commercia banking license to establish ICICI Bank,
the Reserve Bank of Indiaimposed a condition regarding dilution of holdingsin commercial banks by
promoters. This condition required I CICI to reduce its shareholding in ICICI Bank in stages, first to
not more than 75.0% of its equity share capital and ultimately to not more than 40.0% of its equity
share capital. In fiscal 1998, ICICI reduced its shareholding in ICICI Bank to just below 75.0% of its
equity share capital as required, through a public offering of sharesin India. In March 2000, ICICI
Bank completed an equity offering in the form of ADRs listed on the NY SE for an amount of US$
175 million. After this offering, ICICI’ s shareholding in ICICI Bank was approximately 62.2% of
ICICI Bank’s equity share capital.
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Effective March 10, 2001, ICICI Bank acquired Bank of Madura, an old private sector bank, in
an all stock merger which was approved by ICICI Bank’s shareholders at an extraordinary general
meeting held on January 19, 2001. ICICI Bank issued two of its equity shares, par value Rs. 10 per
share, for every equity share, par value Rs. 10 per share, of Bank of Madura. The market value of the
sharesissued by |CICI Bank was Rs 3.7 billion (US$ 80 million). The fair value of the net assets
acquired by ICICI Bank was Rs. 1.3 billion (US$ 27 million) and the fair value of the ligbilities
assumed by ICICI Bank was Rs. 39.1 billion (US$ 0.8 billion). This acquisition gave ICICI Bank a
larger balance sheet and extensive geographic reach. This acquisition was accounted for under the
purchase method of accounting. Accordingly, ICICI Bank’s income statement for fiscal 2001 includes
the income and expenses of Bank of Madura from March 10, 2001, the effective date of the merger, to
March 31, 2001 and ICICI Bank’s balance sheet at year -end fiscal 2001 includes the assets and
liabilities of Bank of Madura. The assets acquired and liabilities assumed were recorded at estimated
fair values as determined by |CICI Bank’s management based on information then available and on
assumptions made at that time as to future operations. |CICI’ s shareholding in | CICI Bank was
reduced to approximately 55.6% after this merger.

In further compliance with the bank licensing condition stipulated by the Reserve Bank of India
regarding dilution of holdingsin commercial banks by promoters, ICICI divested, through salesin the
Indian secondary markets to institutional investors, 8.8% of 1CICI Bank’s equity shares during March
2001. At year-end fiscal 2001, ICICI held 46.4% of ICICI Bank’ s equity shares. During thefirst five
months (April to August) of fiscal 2002, ICICI sold additional equity shares of ICICI Bank in the
Indian secondary markets to institutional investors. Consequently, ICICI’s holding in ICICI Bank was
reduced to 46.0% of 1CICI Bank’s equity share capital. In accordance with Section 4 of the Indian
Companies Act, ICICI Bank ceased to be a subsidiary of ICICI as of March 22, 2001 and was
accounted for under the equity method of accounting from April 1, 2000. ICICI Bank had no
subsidiaries during fiscal 2002.

ICICI was formed in 1955 at the initiative of the World Bank, the Government of Indiaand
representatives of Indian industry. The principal objective was to create a development financial
institution for providing medium-term and long-term project financing to Indian businesses. Until the
late 1980s, ICICI primarily focused its activities on project finance, providing longterm fundsto a
variety of industrial projects. With the liberalization of the financial sector in Indiain the 1990s,
ICICI transformed its business from a development financial institution offering only project finance
to adiversified financial services provider that, along with its subsidiaries and affiliates, offered a
wide variety of products and services. As India s economy became more mar ket-oriented and
integrated with the world economy, ICICI capitalized on the new opportunities to provide awider
range of financia products and services to a broader spectrum of clients. ICICI set up independent
operations through the incorporation of subsidiaries and affiliates in the areas of venture capital
funding (1988), asset management (1993), investment banking (1993), commercia banking (1994),
brokering and marketing (1994), personal finance (1997), Internet stock trading (1999), home finance
(1999) and insurance (2000).

ICICI Bank offered products and services which largely complemented the products and services
offered by ICICI and its other subsidiaries and affiliates. |CICI Bank sought to take advantage of the
customer relationships of ICICI and its other subsidiaries and affiliates. These relationships were
particularly effective in helping ICICI Bank gain access to the larger corporations, as ICICI Bank's
balance sheet on a stand alone basis would not have permitted it to take the large exposures that might
be undertaken by ICICI given its large balance sheet capabilities. | CICI Bank also sought to benefit
from ICICI’ s corporate relationships in growing its retail business. |CICI Bank sold retail productsto
the employees of ICICI group’s corporate customers, including offering corporate customers its
payroll deposit scheme for their employees. ICICI’ s retail bondhol ders also presented | CICI Bank
with an opportunity for cross-selling a variety of products, including bank accounts, credit cards,
depositary share accounts and, to alimited extent, retail loans.
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Theissue of universal banking, which in the Indian context means conversion of long-term
lending institutions into commercia banks, has been discussed at length over the past few years. The
Reserve Bank of Indiainits Mid-Term Review of Monetary and Credit Policy for fiscal 2000 and its
circular on Approach to Universal Banking issued on April 28, 2001, announced that it would
consider proposals from long-term lending institutions (like I CICI) wishing to transform themselves
into banks on a case by-case basis. In its Mid Term Review of Monetary and Credit Policy for fiscal
2002, the Reserve Bank of India encouraged financial institutions to submit proposals for their
transformation into banks. See “Overview of the Indian Financial Sector — Recent Structural Reforms
— Universal Banking Guidelines” for adiscussion of the key regulatory provisions governing the
transformation of financial institutionsinto banks.

As abank, ICICI would have the ability to accept low-cost demand deposits and offer awider
range of products and services, and greater opportunities for earning nortfund based income in the
form of banking fees and commissions. In view of the benefits of transformation into a bank and the
Reserve Bank of India s pronouncements on universal banking, ICICI explored various corporate
structuring aternatives for its transformation into a universal bank. ICICI also held discussions with
the Reserve Bank of India on an appropriate transition path and compliance with regulatory
requirements. ICICI Bank also considered various strategic alternatives, in the context of the
emerging competitive scenario in the Indian banking industry, and the move towards universal
banking. ICICI Bank identified a large capital base and size and scale of operations as key success
factorsin the Indian banking industry. The strategic alternatives examined by ICICI and ICICI Bank
included an amalgamation of the two entities, in view of ICICI’ s significant shareholding in ICICI
Bank, and the existing strong business synergies between the two entities. ICICI also considered the
reorgani zation of its subsidiary companies.

Following this strategizing on the various alternatives including an amalgamation of ICICI and
ICICI Bank, the senior managements of ICICI and I CICI Bank commenced a program of in-depth
confidential discussions on the various strategic alternatives in July 2001. These discussions were
held on various dates during July-August 2001. Based on these di scussions, the managements of
ICICI and ICICI Bank formed the view that the amalgamation of ICICI with ICICI Bank would be the
optimal strategic alternative for both entities, and would create the optimal legal structure for ICICI
group’s universal banking strategy. The managements of ICICI and ICICI Bank accordingly decided
to prepare, for submission to their respective boards of directors, a proposal for the amalgamation of
ICICI, ICICI Capital Services and ICICI Personal Financial Services, with ICICI Bank. ICICI Capital
Services was a wholly-owned subsidiary of ICICI, and was one of the largest distributors of financial
and investment productsin India. It also provided front-office services to the retail and semi-retail
investors of ICICI, and undertook the management of the various ICICI centers, which were |ow-cost
stand-al one offices acting as marketing and service centers, set up by ICICI. ICICI Personal Financia
Services was aso a wholly-owned subsidiary of ICICI, and was engaged in the distribution and
servicing of various retail credit products and other services offered by ICICI and ICICI Bank. See “—
Rational e for the Amalgamation of ICICI with ICICI Bank” for adiscussion of the rationale for the
amalgamation.

The amalgamation was approved by each of the boards of directors of ICICI, ICICI Personal
Financia Services, ICICI Capital Servicesand ICICI Bank at their respective meetings held on
October 25, 2001. The amalgamation was approved by the shareholders of ICICI Bank and ICICI at
their extraordinary general meetings held on January 25, 2002 and January 30, 2002, respectively.
The amalgamation was sanctioned by the High Court of Gujarat at Ahmedabad on March 7, 2002 and
by the High Court of Judicature at Bombay on April 11, 2002. The amalgamation was approved by
the Reserve Bank of Indiaon April 26, 2002. The Statement on Financial Accounting Standards No.
141 on business combinations requires that business combinations be accounted for in the period in
which the combination is consummated. T he effective date of the amalgamation for accounting
purposes under US GAAP was April 1, 2002. Accordingly, under US GAAP, the amalgamation has
not been reflected in the financial statements of 1CICI Bank for the year ended March 31, 2002, asit
was consummated in April 2002. ICICI Bank’sfinancial statements for fiscal 2002, therefore, do not
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include the assets, liabilities and results of operations of ICICI, ICICI Personal Financial Servicesand
ICICI Capital Services. Under US GAAP, the amalgamation was accounted for as areverse
acquisition. This means that | CICI was recognized as the accounting acquirer in the amalgamation,
athough ICICI Bank was the legal acquirer.

Under Indian GAAP, the amalgamation was accounted for on March 30, 2002, the A ppointed
Date specified in the Scheme of Amalgamation. AsICICI Bank isthe surviving legal entity in the
amalgamation, the other subsidiaries and affiliates of ICICI have become subsidiaries and affiliates of
ICICI Bank.

Rationale for the Amalgamation of | CICl with | CICI Bank

The management and board of directors of ICICI believed that the amalgamation would enhance
value for shareholders of I1CICI through the merged entity’ s access to low-cost deposits, greater
opportunities for earning fee-based income and the ability to participate in the payments system and
provide transaction-banking services. The management and board of directors of ICICI Bank believed
that the amalgamation would enhance value for shareholders of ICICI Bank through alarge capital
base and scde of operations, seamless access to ICICI’ s strong corporate relationships built up over
more than 45 years, entry into new business segments, higher market share in various business
segments, particularly fee-based services, and access to the vast talent pool of ICICI and its
subsidiaries.

Following the amalgamation, the merged entity became the second largest among all banksin
India, ranked on the basis of their total assets. The merged entity seeksto leverage on its large capital
base, comprehensive suite of products and services, extensive corporate and retail customer
rel ationships, technol ogy-enabled distribution architecture, strong brand franchise and vast talent
pool. The merged entity believesthat it hasimproved capability to offer awider range of products and
services, ranging from project finance to retail finance, with a diversified resource base, improved
portfolio risk management capability and deeper client relationships.

The amalgamation of ICICI Capital Service and ICICI Personal Financial Services (which were
wholly-owned subsidiaries of ICICI) with ICICI Bank consolidates and integrates the retail business,
which will be akey driver of growth for the merged entity, with respect to both assets and liabilities.
Both ICICI Bank’'s andthe ICICI group’ sretail strategy was based on the offering of multiple
products through multiple delivery channels to provide choice and convenience to customers. The
channels were owned and managed by different subsidiaries of ICICI. Offering the entirerange of
products and services through multiple channels also resultsin greater economies of scale.

See “Risk Factors’ for factorsthat could cause the merged entity’ sresultsto differ materially
from the forwardlooking statements. See “Forward-L ooking Statements” for information regarding
the safe-harbor protection for forwardooking statements.

Shareholding of ICICI in ICICI Bank

At year -end fiscal 2002, ICICI held 101,395,949 shares of |CICI Bank, representing 46.0% of the
equity share capital of ICICI Bank. Pursuant to the provisions of the Scheme of Amalgamation, ICICI
transferred all of the ICICI Bank shares held by it to the ICICI Bank Shares Trust with the Western
India Trustee & Executor Company Limited as the Trustee, to hold such ICICI Bank sharesin trust
exclusively for the benefit of ICICI and its successors. These shares constituted 16.5% of the equity
share capital of the merged entity. The Trustee did not have any voting rights with respect to these
shares. The Scheme of Amalgamation pro vided that the Trustees were to divest or otherwise dispose
of the shares within 24 months of the amalgamation becoming effective and remit the proceeds of
divestment to the merged entity. The Trustee had the discretion to extend this period based on the
prevailing market conditions. These shares are accounted for as treasury stock under US GAAP in the
unaudited pro forma condensed consolidated financial datafor ICICI Bank and ICICI. See
“Unaudited Pro Forma Condensed Consolidated Financial Datafor ICICI Bank and ICICI”. These
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shares were sold by the Trust through the stock exchange to institutional investors on September 26,
2002 at an average sale price of approximately Rs. 130 per share. The settlement date for this
transaction is October 3, 2002.

Shar eholding Structure and Relationship with the Gover nment of India

The merged entity operated as an autonomous and commercial enterprise, making decisions and
pursuing strategies that are designed to maximize shareholder value, and the Indian government has
never directly held any shares of the merged entity. However, reflecting the dominant role of the
Indian government in the Indian economy and ICICl's status as a public financial institution named in
the Indian Companies Act, ICICI's principal shareholders were government-controlled. They included
the Life Insurance Corporation of India, the General Insurance Corporation of Indiaand its
subsidiaries and the Unit Trust of India. Consequent to the amalgamation of 1CICI with ICICI Bank,
these government -cortrolled shareholders have received sharesin ICICI Bank in exchange for their
shareholding in ICICI. There is no shareholders agreement or voting trust relating to the ownership of
the shares held by the government -controlled shareholders. |CICI Bank isthe surviving legal entity in
the amalgamation. Accordingly, the merged entity is not a public financial institution. See
“Supervision and Regulation — Public Financial Institution Status’ for a discussion of 1CICI’s public
financial institution status and the implications of the absence of such status for the merged entity.

Thefollowing table setsforth, at September 2, 2002, certain information regarding the ownership
of the merged entity’ s equity shares.

Per centage of
total equity Number of
shares equity shares
outstanding held
Government-controlled shareholders:
Life Insurance Corporation of INAia ..........ccevvereiierinis e 8.56 52,455,024
General Insurance Corporation of Indiaand its subsidiaries...........ccccceevveicieeinnnne 7.28 44,619,717
(8 LT WU A 1 1o = YN 3.32 20,333,495
Other govermment-controlled ingtitutions, corporations and banks...............cc........ 164 10,052,617
Total government-controlled shareholders..........ccoevieiceeree e 20.81 127,460,853
Other Indian investors:
Individual domestic investors @@ ..o 9.76 59,857,977
Baja] AULO LIMITEd ....cooeiiieeiiieciee ettt 351 21,519,880
Indian corporates and others (excluding Bajgj Auto Limited)..........ccoovevvrvenennens 133 8,134,021
Mutual funds and banks (other than government-controlled banks) ........................ 146 8,963,396
The Western India Trustee & Executor Co. Ltd. — ICICI Bank Shares Trust @@ .. 16.54 101,395,949
Tota other INAIaN INVESIOIS .....cc.vvieiiiecccee e 32.61 199,871,223
o = 0o = T 0 V== (RN 53.42 327,332,076
Foreign investors:
Deutsche Bank Trust Company Americas, as depositary® @ ..o, 2571 157,619,322
Foreign institutional investors, foreign banks, overseas corporate bodies  and 20.8¢ 128,080,006
NONESIAENE INAIANSD ... et ee e e ee e
Total fOrEIgN INVESLOIS. ... .oiieeieeesieee e et enes 46.6C 285,699,328
TOLAl ettt e b he et e e be e be e ebe e reeateenaaeanes 100.C 613,031,404

(1) Executive officers and directors as agroup held less than 0.1% of the equity shares as of this date.

(2 No single shareholder in this group owned 5.0% or more of the merged entity’s equity shares as of this date.

(3) Under the Indian Banking Regulation Act, no person holding shares in a banking company can exercise
more than 10.0% of the totd voting power. This means that Deutsche Bank Trust Company Americas (as
depositary), which owned 25.7% of the merged entity’ s equity shares as of this date, could only vote 10.0%
of the merged entity’s equity shares.

(4) These shares were sold by the Trust through the stock exchange to ingtitutional investors on September 26,
2002. The settlement date for the transaction is October 3, 2002.

(5) Deutsche Bank Trust Company Americas holds the shares as depositary on behalf of holders of al 78.81
million ADSs outstanding which are listed on the New Y ork Stock Exchange. In March 2000, 15.91 million
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ADSswere offered in a SEC-registered public offering. In June 2002, 62.90 million ADSs were issued
following the exchange offer of ICICI’s ADSsfor ICICI Bank’s ADSs pursuant to the amalgamation.

Under the terms of the loan and guarantee facilities provided by the government of Indiato ICICI
that have been transferred to the merged entity consequent to the amal gamation, the government of
Indiaisentitled to appoint and has appointed one representative to the board of the merged entity.
ICICI had traditionally invited a representative each of the government-controlled insurance
companies that are the merged entity’s principal domestic institutional shareholders, General
Insurance Corporation of Indiaand its subsidiaries and Life Insurance Corporation of India, generally
their respective Chairman, on its board. However, currently there is no representation of these
shareholders on the merged entity’ s board. The merged entity had, effective May 3, 2002, appointed
the then Chairman of General Insurance Corporation of India, Mr. D. Sengupta, to its board. He has
resigned from the board effective June 30, 2002, upon completion of his tenure as Chairman of
General Insurance Corporation of India. The merged entity expects to appoint the recently appointed
Chairman of Life Insurance Corporation of India, and the Chairman of General Insurance Corporation
of India, when appointed, to its board. See "Management—Directors and Executive Officers" for a
discussion of the composition of the merged entity’ s board of directors.

ICICI raised US$ 315 million through an offering of 32.14 million ADSsin September 1999.
ICICI Bank raised US$ 175 million through an offering of 15.91 million ADSsin March 2000.
Pursuant to the amalgamation of ICICI with ICICI Bank, holders of ADSsin ICICI have been issued
ADSsin ICICI Bank. The depositary has the right to vote on the equity shares represented by the
ADSs as directed by the merged entity’ s board of directors. The merged entity does not have any
agreement with its government-controlled shareholders regarding management control, voting rights,
anti -dilution or any other matter.

The holding of foreign investorsincreased to 46.6% in the merged entity at September 2, 2002
from 35.6% in ICICI Bank at year -end fiscal 2001, primarily dueto the issue of ADSs and equity
shares of the merged entity to the ADS holders and foreign shareholders of ICICI pursuant to the
amalgamation. The holding of foreign investorsin ICICI at year-end fiscal 2001 was 47.8%. The
holding of foreign investorsin ICICI Bank increased to 35.6% at end-fiscal 2001 from 20.0% at year -
end fiscal 2000, primarily due to theincrease in the holding of foreign institutional investors, foreign
banks, overseas corporate bodies and non resident Indians to 17.3% from 3.9% (including due to the
divestment by ICICI of sharesin ICICI Bank to foreign institutional investors during March 2001).
The holding of Deutsche Bank Trust Company Americas as depositary increased to 25.7% in the
merged entity at September 2, 2002 from 14.4% in ICICI Bank at year-end fiscal 2001 dueto the
issue of ADSs of the merged entity to ADS holders of ICICI pursuant to the amalgamation. The
holding of Deutsche Bank Trust Company Americas as depositary declined to 14.4% in ICICI Bank at
year-end fiscal 2001 from 16.2% at year-end fiscal 2000 due to the issue of equity sharesto the equity
shareholders of Bank of Madura pursuant to the amalgamation of Bank of Madurawith |CICI Bank.

The holding of government-controlled shareholdersincreased to 20.8% in the merged entity at
September 2, 2002 from 3.1% in ICICI Bank at year-end fiscal 2001, primarily due to the issue of
equity shares of the merged entity to the government-cortrolled shareholders of ICICI pursuant to the
amalgamation. The holding of government-controlled shareholdersin ICICI at year-end fiscal 2001
was 33.6%. The holding of government-controlled shareholdersin ICICI Bank declined to 3.1% at
year-end fiscal 2001 from 5.4% at year -end fiscal 2000, primarily dueto sale of ICICI Bank’s equity
shares by Unit Trust of Indiaand issue of equity sharesto shareholders of Bank of Madura pursuant to
the amalgamation of Bank of Madurawith ICICI Bank. The holding of Life Insurance Corporation of
Indiaincreased to 8.6% in the merged entity at September 2, 2002 from 0.1% in ICICI Bank at year -
end fiscal 2001 primarily due to the issue of equity shares of the merged entity to Life Insurance
Corporation of Indiain exchange for its shareholding in ICICI pursuant to the amal gamation.
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The holding of other Indian investors (including the ICICI Bank Shares Trust) declined to 32.6%
in the merged entity at September 2, 2002 from 74.7% (including shares held by ICICI) in ICICI Bank
a year-end fiscal 2000, primarily due to the divestment of equity shares by ICICI in March 2001 and
between April-August 2001 and issue of ADSs and equity shares of the merged entity to the ADS
holders and foreign shareholders of ICICI pursuant to the amal gamation.

The shares of the merged entity held by the ICICI Bank Shares Trust were sold by the Trust
through the stock exchange to institutional investors on September 26, 2002 at an average sale price
of approximately Rs. 130 per share. Through thistransaction, Hamblin Watsa |nvestment Counsel, an
affiliate of Lombard Insurance, Canada, through its registered foreign institutional investor entity
Orcasia Limited, acquired 42.3 million equity shares of the merged entity, or 6.9% of the merged
entity’s equity share capital. Government of Singapore Investment Corporation acquired 42.0 million
equity shares of the merged entity or 6.9% of the merged entity’ s equity share capital. The settlement
datefor thistransaction is October 3, 2002.

Strategy

The merged entity’ s objective is to enhance its position as a premier provider of banking and
other financial servicesin India.

The key elements of its business strategy are to:

leverage on the synergies of the amalgamation of |CICl with ICICI Bank;

focus on profitable, quality growth opportunities by:

- maintaining and enhancing its strong retail franchise;

- maintaining and enhancing its strengths in corporate banking; and
- building an international presence;

emphasize conservative risk management practices and enhance asset quality;
use technology for competitive advantages; and

attract and retain talented professionals.

Leverage on the Synergies of the Amalgamation of I CICI with ICICl Bank

With the amalgamation, the merged entity is now the second largest bank in Indiain terms of total
assets. The amalgamation has increased | CICI Bank’s capital base and expanded the scope of its
business operations. The merged entity aimsto leverage on its increased capital base, comprehensive
suite of products and services, extensive corporate and retail customer relationships, technol ogy-
enabled distribution architecture, strong brand franchise and vast talent pool. It aims to take advantage
of the combination of 1CICI’slarge capital base with ICICI Bank’s strong deposit raising capabilities
to develop and increase its market share in profitable business lines.

Focus on Profitable, Quality Growth Opportunities by:
Maintaining and Enhancing Its Strong Retail Franchise

ICICI Bank has over the years achieved significant growth in itsretail deposit base. ICICI Bank
has offered a wide range of products and servicesto itsretail liability customers, including deposits,
debit cards, fund transfer facilities and utility bill payment services. ICICI Bank has been able to
dtract customers through innovative products such as “Power Pay”, its direct deposit product that
alowsits corporate customers' employee salaries to be directly credited to special savings accounts.
ICICI had aso built alarge base of retail bondholders. The merged entity aims to market its retail
liability productsto these bondholders and significantly increase the number of retail customer
accounts to increase the merged entity’ s market share in retail deposits. The merged entity’s
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subsidiary ICICI Prudential Life Insurance Company Limited offers life insurance products, which are
also distributed through the merged entity’ s branches.

The merged entity believesthat retail credit offers amajor growth opportunity in view of the low
levels of penetration of retail credit in comparison with other countries, and upward migration of
households from lower to higher income levels. ICICI Bank’ s retail credit products included credit
cards, loans against time deposits and |oans against shares. | CICI offered awide range of retail credit
products including home loans (including through its wholly-owned subsidiary |CIClI Home Finance
Company Limited), automobile loans and personal loans. ICICI’ sretail assetsincreased significantly
during fiscal 2002. With the ama gamation, the merged entity now offers the entire range of retail
credit products. The retail business forms an integral part of the merged entity’s portfolio
diversification strategy. The merged entity believesthat it is among the market leadersin all retail
credit products, based on publicly available data and its own market estimates. The merged entity
would continue to build on its leadership position in retail credit.

The merged entity earnsfeeincome from itsretail banking operations, including r etail loan
processing fees, credit card and debit card fees, and retail transaction fees. I1ts ATM acquiring business
also generates fee income when customers of other banks execute transactions at the merged entity’s
ATMs. The merged entity has also entered the credit card acquiring business, in which it earns fee
income on transactions executed at merchant point of sale terminals owned by the merged entity. The
merged entity also offers its customers depositary share accounts and direct sales of third party mutual
funds and Reserve Bank of India bonds, for which it earns fee income. The merged entity’ s Internet
banking servicesinclude Money2India, an online remittance facility for nonresident Indians, which
generatesfeeincome.

ICICI Bank’s and ICICI’ s business strategy in the retail business has been to build a strong
financial services brand, offer a comprehensive range of innovative products and services across the
country using multiple distribution channels, provide efficient customer service, establish strong risk
management practices, devel op technology-enabled processing systems and focus on operating
efficiency. The merged entity believes that these initiatives have provided a distinct competitive
advantage in the retail business. A strong corporate and product advertising strategy has created a
strong retail identity. Studies by independent market research agencies commissioned by the merged
entity have shown that the ICICI brand is the number two financial services brand in Indiain terms of
spontaneous brand recall. ICICI Bank’s and ICICI’ s innovations in products and distribution methods,
such as the Internet, call center and doorstep service through a wide network of direct marketing
agents, have been well-received by the market. The merged entity’ s use of online delivery channels
offers added convenience for customers while reducing the cost of financial transactions and the need
to have an extensive branch network. The merged entity seeksto control retail credit portfolio quality
through its focus on risk management. The merged entity seeksto leverage economies of scaleto
control its distribution and processing costs. The merged entity aims to create a customer-focused
organization aimed at providing better levels of customer service and to cross-sell itsretail credit and
liability products and servicesto al its customers.

Maintaining and Enhancing Its Strengths in Cor porate Banking

ICICI Bank’s corporate lending products and services consisted principally of working capital
finance and term lending. Over the past few years, |CICI Bank shifted its focus in favor of financing
large, highly rated corporations, although it continued to seek to identify and gain market share in the
new growth sectors of the Indian economy. ICICI Bank also focused on supply chain financing,
including the financing of selected suppliers and dealers of its existing corporate clients. ICICI Bank
benefited from ICICI’ s strong corporate rel ationships in expanding its own corporate banking
activities. ICICI had atrack record of more than 45 years of providing financial products and services
to Indian companies. It enjoyed a strong market position in project finance, including the
infrastructure sector. It had also established a significant presence in the business of providing non
project finance to leading corporations in India, classified as corporate finance. | CICI focused on
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structured finance including securitization and customized financing structures. With the
amalgamation, |CICI’ s project finance and corporate finance businesses now form part of the merged
entity’ s operations.

ICICI Bank earned fee income in its corporate banking business principally from issuing standby
letters of credit or guarantees, documentary credits and similar instruments, providing cash
management services and foreign exchange transactions. | CICI Bank’ s ability to increase its share of
such business was limited by its capital base, while ICICI as a nonbanking entity could not
participate in working capital consortiums of corporations. The larger capital base of the merged
entity will enable it to take larger non-fund based exposures. The merged entity has devel oped
countrywide collection and payment mechanisms for rural and cooperative banks with limited
geographic presence. | CICI also earned fee income from structuring, syndication and advisory
services. The merged entity will continue to seek to develop value-added products and servicesin an
effort to enhance its market share and to increase its recurring fee income.

The merged entity’ s corporate banking business will focus on leveraging its strong corporate
relationships and increased capital base to increase its market share in nonfund based working capital
products and fee-based services. Its corporate lending activities will f ocus on structured finance,
corporate finance and working capital lending to highly-rated corporations, as well as working capital
lending to emerging corporates that are suppliers or dealers of large corporations. The merged entity
will also focus on achi eving directed lending obligationsto the agricultural sector through carefully
structured credit products. The merged entity will seek to actively manage its asset portfolio through
securitisation of assets aswell as through acquisition of credit portfolios from other institutions and
banks, to diversify the portfolio, reduce long-term balance sheet exposures and maximize risk
adjusted returns. The merged entity continues to develop its expertise in providing value- added
advisory services, such as project structuring and syndication. The merged entity’s goal isto provide a
comprehensive and integrated service to corporate treasurers through its solution managers. The
merged entity’ s subsidiary 1CICI Lombard General Insurance Company offers general insurance
productsto the merged entity’ s corporate customers and seeks to capitalize on the merged entity’s
corporate relationships. The merged entity aimsto increase the cross-selling of its products and
services and maximize the value of its corporate relationships through the effective use of technology,
speedy response times, quality service and the provision of products and services designed to meet
specific customer needs.

Building an International Presence

ICICI had already established a presence in the international markets, primarily in the areas of
trade finance, information technology and investment banking. ICICI Bank also provided banking
products and services for the nonresident Indian community. The merged entity believes that the
international markets present a major growth opportunity and has therefore expanded the range of its
international business initiatives. ICICI had set up an International Business Group in fiscal 2002 to
develop and implement afocused strategy for the international business.

The international business strategy is based on leveraging home country links for international
expansion by capturing market sharein select international markets. The critical strengths, which can
be leveraged to create value, include strong relationships with domestic corporations, access to local
currency markets, strong domestic distribution network and cultural ties with the home country. The
initial focus areas would be supporting Indian companies in raising corporate and project finance for
their investments abroad, trade finance, personal financial services for non-resident Indians and
international alliances to support domestic businesses. ICICI Bank had over the last few years built a
large network of correspondent relationships across all major countries. Most of these countries have
significant trade and other relationships with India. The merged entity is focusing on correspondent
banking business including letters of credit advising and confirmation, issuance of stand by |etters of
credits/guarantees on behalf of correspondent banks, payment services for remittances, Indian rupee
account and clearing services.
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The merged entity hasidentified the United States, United Kingdom, the Middle-East and South-
East Asiaasthe key regions for establishing itsinternational presence. The merged entity has already
established representative officesin New York and London and is awaiting regulatory approval for
officesin Singapore, Canada and the United Arab Emirates.

Emphasize Conservative Risk Management Practices and Enhance Asset Quality

The merged entity believes that conservative risk management policies, processes and controls are
critical for long-term sustainable competitive advantagesin its business. The merged entity’s Risk,
Compliance and Audit Group is an independent, centralized group responsible for establishing and
implementing company-wide risk management policies, with an increasing focus on enhancing asset
quality. The merged entity will continue to build on its credit risk management procedures, credit
evaluation and rating methodology, credit risk pricing models, proprietary analytics and monitoring
and control mechanisms. The merged entity expects to enter new product markets only after
conducting detailed risk analysis and pilot testing programs.

To reducerisk, the merged entity isin the process of diversifying itsloan portfolio towards retail
lending, shorter-term working capital and corporate lending to highly-rated corporate customers and
structured finance. In addition, the merged entity seeksto lower the credit risk profile of the project
and corporate loan portfolio through the increased use of financing structures based on a security
interest in the cash flows generated from the business of the borrower and increased collateral,
including additional security in the form of liquid assets, such as investment securities and readily
marketable real property. The merged entity is also trying to mitigate project risk through the
alocation of risk to various project counterparties, such as construction contractors, operations and
mai ntenance contractors and raw material and fuel suppliers, by entering into rigorous project
contracts with those counterparties. The merged entity seeksto control credit risk in theretail loan
portfolio through carefully designed approval criteria and credit controls and efficient collection and
recovery systems. The merged entity has placed emphasis on recruiting experienced retail credit
professionals to staff itsretail credit approval function. The merged entity has also established
standards and investigative verification procedures for selection of its marketing and processing
agents.

Management has placed great emphasis on asset quality and this focus has been institutionalized
across the organization, with asset quality parameters being a key factor in employee performance
evaluation. The merged entity believesit isthe market driver in Indiain achieving early settlements
with troubled borrowers, thus maximizing its cash flows from thee loans. The merged entity’s
Special Asset Management Group has the responsibility for taking care of large impaired |oans and
accounts under watch.

Use Technology for Competitive Advantages

The merged entity seeksto be at the forefront of technology usage in the financial services sector.
Information technology is astrategic tool for the merged entity’ s business operationsto gain
competitive advantage and to improve overall productivity and efficiency of the organization. All of
the merged entity’ stechnology initiatives are aimed at enhancing value, offering customer
convenience and improved service while optimizing costs.

The merged entity expects to continue with its policy of making investmentsin technology to
achieve a significant competitive advantage. ICICI Infotech, a company promoted by ICICI, currently
manages substantially all of the merged entity’ s key technology projects.

The key aobjectives behind the merged entity’ s information technology strategy continue to be:

building a cost-efficient distribution network to accel erate the development of its retail
franchise;
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enhancing cross-selling and client segmenting capability by using analytical tools and
efficient data storage and retrieval systems;

improving credit risk and market risk management; and

improving product, client and business unit profitability analysis to enable optimal capital
alocation.

Attract and Retain Talented Professionals

The merged entity believes akey to its success will beits ability to continue to maintainand grow
apool of strong and experienced professionals. The merged entity has been successful in building a
team of talented professionals with relevant experience, including expertsin credit evaluation, risk
management, retail consumer products, techno logy and marketing. Recruitment is a key management
activity led by the Managing Director and Chief Executive Officer and the merged entity continuesto
attract graduates from the premier Indian business schools.

The merged entity’ s management team is committed to enhancing shareholder value and all of the
merged entity’ s performance targets seek to meet this primary objective. The merged entity believesit
has created the right balance of performance bonus, stock option and other economic incentives for its
employees so that they will be challenged to devel op business, achieve profitability and asset quality
targets and control risk. In the last two years, the merged entity and its predecessors have conducted a
comprehensive review of their organizational structure and procedures, working with internationally
recognized consulting firms. The merged entity intends to continue to re-engineer its management and
organizational structureto allow it to respond effectively to changesin the business environment and
enhance its overall profitability.

Principal Business Activities

ICICI Bank’s principal business activities during fiscal 2002 included corporate banking, retail
banking and treasury operations. The following table sets forth, for the periods indicated, the share of
ICICI Bank’s corporate and retail banking deposits and loansin its total business.

At March 31, 2001 At March 31, 2002
Corpor Retail Corporat Retail
ate banking Total ebanking banking Total
banking
(in Rs. billion, except percentages)

Grossloans.........cceeueeeeens 91.4 4.9 96.3 68.5 7.2 75.7
% of total......ccoeereerenene 94.9% 5.1% 100.0% 90.5% 9.5% 100.0%
DEPOSItS....cvveneecierieieene 63.8 100.5 164.3 151.3 173.9 325.2
% of total......ccoeevveireennn 38.8% 61.2% 100.0% 46.5% 535% 100.0%

In corporate banking, |CICI Bank made working capital loans and term loansto its corporate
borrowers, took deposits from corporate customers and provided a range of fee-based products and
services. In retail banking, ICICI Bank took deposits from retail customers through multiple products
and delivery channels and offered certain retail credit products, primarily credit cards, loans against
time deposits and loans against shares. |CICI Bank' s treasury managed its balance sheet, including by
maintaining required regulatory reserves. In addition, |CICI Bank’ s treasury sought to optimize
profits from its trading portfolio by taking advantage of market opportunities.

Pursuant to the amalgamation, |CICI’ s business activities comprising corporate banking
(including project finance, corporate finance and working capital) and retail banking (including retail
lending activities and retail savings products) have been transferred to the merged entity. ICICI also
provided investment banking services, venture capital, nortlife insurance and life insurance through
its subsidiaries, which have become subsidiaries of the merged entity consequent to the
amalgamation. Since the amalgamation, the merged entity and its subsidiaries have engaged in all of
the principal business activities of ICICI Bank and ICICI and its subsidiaries.
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Corporate Banking
General

ICICI Bank’s key corporate banking products included loan products and fee and commission+
based products and services. ICICI Bank’s principal loan products consisted of working capital loans,
including cash credit facilities (arevolving floating rate asset-backed overdraft facility) and bill
discounting (atype of receivables financing), and term loans. Fee and commission-based products and
services included documentary credits and standby letters of credit, forward contracts, interest and
currency swaps, cash management services, trust and retention accounts, cross border trade services
and payment services. Most of these fee and commissionbased products and services provide
recurring fees from each customer. ICICI Bank also took rupee or foreign currency deposits with
fixed or floating interest bases from its corporate customers. | CICI Bank’s deposit taking products
included certificates of deposit, checking accounts and time deposits. ICICI Bank delivered its
corporate banking products and services through a combination of physical branches, correspondent
banking networks, telephone banking and the Internet.

ICICI’ s corporate banking operations provided a range of products and servicesto India's leading
corporations and growthoriented, middle market commercia enterprises. Thisincluded project
finance in the infrastructure, oil, gas and petrochemical's, and manufacturing sectors, corporate and
working capital finance and investment banking services. In addition, ICICI aso provided venture
capital funding and a range of fee and commission based services, including investment banking,
advisory services, loan syndication, letters of credit, custodial services and corporate risk management
services.

Corporate Loan Products

The merged entity offers the corporate loan products offered by each of 1CICI Bank and ICICI
during fiscal 2002. ICICI Bank’s corporate loan products were primarily working capital finance and
term loans. ICICI Bank offered a substantial portion of its corporate loans on afloating rate basis
linked to its prime lending rate. ICICI’ s corporate |oan products consisted primarily of term loans, for
both project finance and corporate finance. For details on ICICI Bank’s and ICICI’ s loan portfalio,
see “— Loan Portfolio”.

Working Capital Finance

Under working capital finance, the merged entity offers its customers cash credit facilities and bill
discounting. At year-end fiscal 2002, ICICI Bank’s gross working capital |oans outstanding were Rs.
37.34 hillion (US$ 765 million), constituting 49.3% of 1CICI Bank’ s gross |oan portfolio.

Cash Credit Facilities

Cash credit facilities are the most common form of working capital financing in India. Cash credit
facilities are given to borrowers to finance the cash flow gap arising out of the time difference
between the purchase of raw materials and the realization of sale proceeds of the borrower’ s products.
A cash credit facility isarevolving overdraft line of credit for meeting the working capital needs of
companies and is generally backed by current assets like inventories and receivables. Under the cash
credit facility, aline of credit is provided up to a pre-established amount based on the borrower's
projected level of inventories, receivables and cash deficits. Up to this pre-established amount,
disbursements are made based on the actual level of inventories and receivables. A portion of the cash
credit facility can also be made in the form of ademand loan. A cash credit facility istypically given
to companies in the manufacturing, trading and service sectors on afloating interest rate basis. Interest
is earned on this facility on amonthly basis, based on the daily outstanding amounts. The facility is
generaly given for aperiod of up to 12 months, with areview after that period. The merged entity’s
cash credit facility is generally fully secured with full recourse to the borrower. In most cases, the
merged entity has afirst lien on the borrower's current assets, which normally are inventory and
receivables. Additionally, in some cases, the merged entity may take further security of afirst or
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second lien on fixed assetsincluding real estate, a pledge of financial assets like marketable securities,
corporate guarantees and personal guarantees.

Cash credit facilities are extended to borrowers by a single bank, multiple banks or a consortium
of banks with alead bank. The nature of the arrangement is usually agreed between the bank(s) and
the borrower and depends upon the amount of working capital financing required by the borrower, the
risk profile of the borrower and the amount of loan exposure a single bank can take on the borrower.
Though in the past ICICI Bank extended cash credit facilities on its own, the merged entity is focused
on more highly rated large corporations and is increasingly participating in multiple bank and
consortium arrangements. For a description of these arrangements, see “— Loan Portfolio —
Collateral — Completion, Perfection and Enforcement”. Regardless of the arrangement, the merged
entity undertakes its own due diligence and follows its credit risk policy to determine whether it
should lend money to the borrower and, if so, the amount to be lent to the borrower and the rate of
interest to be charged. For more details on the merged entity’ s credit risk procedures, see“— Risk
Management — Credit Risk”.

Bill Discounting : Bill discounting involves the financing of short-term trade receivables through
negotiable instruments. These negotiabl e instruments can then be discounted with other banks if
required, providing the merged entity with liquidity. In addition to traditional bill discounting, the
merged entity also provides customized solutions to its corporate customers having large deal er
networks. Loans are approved to dealersin the form of working capital lines of credit, based on
analysis of dealer credit risk profiles. These dealer financing facilities help the merged entity to
strengthen its rel ationships with its corporate customers and may be expanded into I nternet-based
corporate banking services.

The merged entity seeks to extend its reach to the growing small and medium enterprises sector
without the accompanying high credit risks which are normally associated with advances to small and
medium enterprises, through its Emerging Corporates Group. This group focuses on supply chain
financing, including the financing of selected suppliers of the merged entity’ s existing corporate
clients. Typically, the financing isin the form of short-term revolving facilities with overdraft or bill
discounting limits and is extended only to carefully pre-selected suppliers and dealers to be used only
for genuine transactions with the merged entity’s corporate clients. This group will be progressively
moving towards a fee-based revenue model rather than asset-driven growth.

Term Loans

Term loans are amortizing loans given typically for a period of between three and seven years for
financing projects, core working capital requirements and normal capital expenditures. Term loans
may also be given for financing acquisitions. The merged entity’ sterm credits include rupee loans,
foreign currency loans, lease financing and subscription to preferred stock. These products also
include marketabl e instruments such as fixed rate and floating rate debentures. In the case of rupee
and foreign currency loans and debentures, the merged entity generally has a security interest and first
lien on all the fixed assets of the borrower. The security interest typically includes property, plant and
equipment and other tangible assets of the borrower. At year-end fiscal 2002, ICICI Bank’s gross
term loans outstanding were Rs.7.31 billion (US$ 150 million), constituting 9.7% of ICICI Bank’s
gross loan portfolio.

For over 45 years, ICICI had financed avast majority of India' s largest projects in the private
sector. The merged entity’ s project finance activities include medium-term and long-term lending to
the manufacturing sector and structured finance to the infrastructure and oil, gas and petrochemicals
sectors. The merged entity’ s project finance business consists principally of extending rupee loansto
its clients although it does provide financing in foreign currencies. The merged entity also provides
guarantees to foreign lenders and export credit agencies, on behalf of itsclients, typically for large
projectsin the infrastructure sector.
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The merged entity’ s manufacturing sector financing includes project-based lending to companies
in traditional manufacturing sectors, including iron, steel and metal products, textiles, machinery and
capital goods, cement and paper. Asaresult of structural changes to the Indian economy, trade
liberalization and the downturn in prices of several major market commodities, many of these industry
segments have gone through a period of stress over the last few years. Given ICICI’s emphasis on
improving asset quality in view of the prevailing environment, ICICI had restricted approvals for new
projects in the manufacturing sector.

In 1996, ICICI had created a specialized oil, gas and petrochemicals group to capitalize on the
growth in financing opportunities afforded by ongoing deregulation and privatization in these sectors.
ICICI’ ssignificant in-house expertise in project financing in the areas of oil exploration and
production, refineries, pipelines, liquefied natural gas, petrochemicals and fertilizers enabled it to
attain a pre-eminent position in financing this sector. This was acknowledged by the government of
India and the business community and resulted in ICICI playing asignificant role in policy
formulation.

In 1996, ICICI had established a specialized group with the objective of capitalizing on business
opportunities in infrastructure sector, including power, telecommunications, urban infrastructure and
transportation. The merged entity believes this group is a market leader in terms of the number of
infrastructure project finance mandates awarded among those projects that meet its credit risk criteria.
The merged entity focuses on project structuring and syndication and advisory services.

ICICI had expanded its product mix to include a variety of products that are designed to allow
clients to effectively manage their balance sheets and cash flows, mitigate risks and enhance the credit
rating of certain of their debt issuances. ICICI’ s structured products group, set up in 1997, focused
specifically on the application of securitization techniquesto credit enhance our traditional lending
products. The merged entity believes securitization will be agrowth areain India. The securitization
market in Indiais emerging and the merged entity is playing aleading rolein its growth and
development. The structured products group is also focusing on selling down of the merged entity’s
|oans to better manage mismatches in the maturities of its assets andliabilities and to provide
additional liquidity.

ICICI Bank and ICICI also provided |ease financing for awide range of imported and locally
manufactured equipment. The merged entity extends fund based loans as well as stand by |etters of
credit facilities to corporates outside Indiawhich are joint ventures and/or wholly-owned subsidiaries
of Indian corporates. Atyear-end fiscal 2002, ICICI Bank’ s balance outstanding in respect of loansto
corporates outside Indiawas Rs. 620 million (US$ 12.7 million), representing approximately 0.8% of
ICICI Bank’stotal grossloan portfolio.

Fee and Commission-Based Activities

The merged entity’ s fee and commission-based products and services include documentary
credits, standby letters of credit, forward contracts, interest and currency swaps, cash management
services, trust and retention accounts and payment services. Prior to the amalgamation, these services
were primarily offered by ICICI Bank. The merged entity also offers custodial services, loan
syndication and advisory services. Prior to the amalgamation, these services were offered by ICICI.

Documentary Credits

The merged entity provides documentary credit facilitiesto its working capital loan customers
both for meeting their working capital needs as well as for capital equipment purchases. For working
capital purposes, the merged entity issues documentary credits on behalf of its borrowers for the
sourcing of their raw materials and stock inputs. Lines of credit for documentary credits and standby
letters of credit are approved as part of aworking capital loan package provided to a borrower. These
facilities, like cash credit facilities, are generally given for a period up to 12 months, with review after
that period. Typically, the line is drawn down on arevol ving basis over the term of the facility,
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resulting in afee payable to the merged entity at the time of each drawdown, based on the amount and
term of the drawdown.

The merged entity issues documentary credits on behalf of borrowers both for domestic and
foreign purchases. Borrowers pay afee to the merged entity based on the amount drawn down from
the facility and the term of the facility. Thisfacility is generally secured by the same collateral
available for cash credit facilities. The merged entity may also take collateral in the form of cash
deposits, in the range of 5.0% to 20.0% of the drawdown amount, from its borrowers before each
drawdown of the facility.

At year -end fiscal 2002, ICICI Bank had a portfolio of documentary credits of Rs. 12.6 billion
(US$ 258 million).

Sandby Letters of Credit

The merged entity provides standby letter of credit facilities, called guaranteesin India, that can
be drawn down any number of times up to the committed amount of the facility. The merged entity
issues standby letters of credit on behalf of its borrowersin favor of corporations and government
authorities. The standby letters of credit are generally issued for the purpose of bid bonds,
guaranteeing the performance of its borrowers under a contract as security for advance payments
made to its borrowers by project authorities and for deferral of and exemption from the payment of
import duties granted to its borrowers by the government against fulfillment of certain export
obligations by its borrowers. The term of these standby letters of credit is generally up to 36 months
though in specific cases, the term could be higher. Thisfacility is generally secured by collateral
similar to that of documentary credits.

At year -end fiscal 2002, ICICI Bank had a portfolio of standby letters of credit of Rs. 21.1 billion
(US$ 432 million).

Forward Contracts and Interest and Currency Swaps

The merged entity provides forward contracts to its customers for hedging their short-term
exchange raterisk on foreign currency denominated receivables and payables. The merged entity
generally provides this facility for aterm of up to six months and occasionally up to 12 months. The
merged entity also offersinterest rate and currency swapsto its customers for hedging their medium
and long-term risks due to interest rate and currency exchange rate movements. The merged entity
offers these swaps for a period ranging from three to 10 years. The merged entity’ s customers pay a
commission for this product that isincluded in the price of the product and is dependent upon market
conditions. The merged entity also hedgesits own exchange rate risk related to itsforeign currency
trading portfolio with products from banking counterparties.

At year -end fiscal 2002, ICICI Bank had a portfolio of outstanding forward contracts of Rs. 127.7
billion (US$ 2.6 billion) and a portfolio of interest and currency swaps of Rs. 51.2 billion (US$ 1.0
billion).

Cash Management Services

Under cash management services, the merged entity offersits corporate clierts custom-made
collection, payment and remittance services allowing them to reduce the time period between
collections and remittances, thereby streamlining their cash flows. The merged entity’s cash
management products include physical check based clearing in locations where settlement systems
are not uniform, electronic clearing services, central pooling of country-wide collections, dividend
and interest remittance services and Internet-based payment products. The merged entity’ s customers
pay afee to the merged entity for these services based on the volume of the transaction, the location
of the check collection center and speed of delivery. Thisalso resultsin low-cost funds being
maintained for short durationsin checking accounts of customers which the merged entity invests
profitably.
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Thetotal amount handled by ICICI Bank under cash management services was Rs. 1,727.2 billion
(US$ 35.4 billion) for fiscal 2002, resulting in fee income of Rs. 330 million (US$ 6.8 million) for
ICICI Bank. At year-end fiscal 2002, ICICI Bank had 418 cash management service customers not
including ICICI.

Trust and Retention Accounts

The merged entity offers trust and retention account facilities to lendersin limited and nor
recourse project finance transactions who typcally require the setting up of trust and retention
accounts as part of the project financing structure, and its customers include power and
telecommunications companies. This service enables the merged entity to capture the receivables of
the project on behalf of the lenders and channel the cash flows in a pre-determined manner. The
merged entity also offers escrow account facilities for securitization and merger and acquisition
transactions. The merged entity’s customers pay a negotiated fee to the merged entity for this product
based on the complexity of the structure and the level of monitoring involved in the transaction.

Prior to the amalgamation, ICICI Bank actively provided these services and used the strengths of
ICICI, as aleading project financier in the country, to obtain customers for these services. The cash
flows managed by ICICI Bank under this product during fiscal 2002 were about Rs. 47.8 billion (US$
979 million).

Payment Services

The merged entity offers online electronic payment facilities through its corporate Internet
banking platform to its corporate customers and their suppliers and dealers as a closed user group,
where the entire group is required to maintain bank accounts with the merged entity. The merged
entity uses the Internet asthe delivery platform for this business-to- business electronic commerce
product, which it calls “i- payments’. Under this service, payments from the merged entity’ s corporate
customers to their suppliers and payments from the dealers to the merged entity’ s corporate customers
are made electronically. This service offers ahigh level of convenience since no physical instruments
are required, all transactions are done online and the information may be viewed on the Internet. This
product can be customized to meet the specific requirements of individual customers. The merged
entity presently does not charge afee for this service, asit resultsin large low-cost funds being
maintained for short durationsin checking accounts of customers, that the merged entity invests
profitably.

At year -end fiscal 2002, there were 1,130 corporates on ICICI Bank’s corporate I nternet banking
platform. A few of these corporates are also using the platform for making payments/receiving
collections from their channel partners. Based on these statistics, the merged entity believesthat,
based on its corporate relationship base of over 2,500 customers, it has the potential to service amuch
larger number of large, medium and small corporate clients over the next few years.

Custodial Services

The merged entity has a significant market share as a custodian of overseas depositary banks for
depositary receipt issues of Indian companiesin the international markets. Prior to the amalgamation,
these services were provided by ICICI. Thetotal assets held in custody on behalf of ICICI’s clients,
mainly foreign institutional investors, offshore funds, overseas corporate bodies and depositary banks
for GDR investors, increased to Rs. 247.7 billion (US$ 5.1 billion) at year-end fiscal 2002 from Rs.
219.9 billion (US$ 4.5 hillion) at year-end fiscal 2001. In addition, the merged entity isregistered asa
depositary participant of National Securities Depositary Limited and Central Depositary Services
(India) Limited, the only two securities depo sitaries operating in India, and provides electronic
depositary facilitiesto investorsincluding retail investors. To facilitate settlement services, the
merged entity isthe clearing member of clearing agencies of the leading stock exchanges.
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Corporate Risk Management Services

The merged entity’ s risk management products are currently limited to foreign currency forward
transactions and currency and interest rate swaps for selected approved clients. The merged entity
believes, however, that the demand for risk management products will grow, and the merged entity is
building the capabilities to grow this business. The merged entity is focusing particularly on setting up
the sophisticated infrastructure and internal control procedures which are critical to this business.

Treasury Products

The merged entity provides liquidity management services to its corporate customers to enable
themtoinvest their short-term cash surplusesin avariety of short-term treasury and deposit-based
instruments, including treasury bills, commercia paper and certificates of deposit. These products
allow the merged entity’ s customers to earn income on their short-term cash surpluses since deposits
for periods of lessthan 15 days (seven days in respect of deposits over Rs. 1.5 million with effect
from April 19, 2001) are noninterest-bearing pursuant to the Reserve Bank of Indiaregulations. The
merged entity also facilitates the holding of foreign currency accounts. Its target customers for these
products are large public and private sector companies, provident funds and high net worth
individuals.

Loan Syndication

ICICI had developed significant syndication capabilities while structuring and arranging large
project finance transactions. The merged entity seeksto leverage these syndication capabilities to
arrange project and corporate finance for its corporate clients and earn fee income, as well asto sell -
down loans originated by the merged entity. The merged entity has been granted a merchant banking
license by the Securities and Exchange Board of India.

Advisory Services

The merged entity provides additional advisory servicesto clients to complement its financing
services. ICICI had been awarded mandates in various sectors and had focused particularly on
advisory servi cesin the energy sector.

Internet banking services

The merged entity provides Internet banking services to its corporate clients through I CICI Bank
e-business, a finance portal which isthe single point web based interface for all the merged entity’s
corporate clients. The Corporate Internet Banking platform of ICICI Bank e-business allows clients to
conduct banking business online in a secure environment. Clients can view accounts online, transfer
funds between their own accounts or to other accounts, among other services. The merged entity isthe
only Indian private sector bank offering foreign exchange trading through the Internet through
FXOnline, a secure and user-friendly platform that makes it easy for clientsto get live prices for their
deals and transact from virtually anywhere in the world. FxOnline provides automated quotes for
spots and forwards, with transparent pricesin al transactions. The Debt Online channel allows
companies to transact in government of India Securitiesin a seamless manner. Thisis achieved
through straight through processing using a constituent subsidiary ledger Account. The client can
view real time quotes offered by the merged entity and | CICI Securities. The client can use the chat
facility to negotiate the deal over the Internet. The merged entity ensures credit of interest and
redemption payments from the Reserve Bank of Indiato the client’s bank account. The client can
monitor transactions and the portfolio at any given time.
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I nvestment Banking

The merged entity offers investment banking servicesto Indian corporate customers principally
through ICICI Securities, its subsidiary. ICICI Securities was asubsidiary of ICICI prior to the
amalgamation. ICICI Securities provides investment banking services through three main business
lines— corporate advisory, fixed income and equities. The clients of ICICI Securitiesinclude arange
of Indian and foreign corporations and institutional investors. ICICI Securitiesis anon-bank finance
company. For a description of non-bank finance companies, see "Overview of the Indian Financia
Sector — Non-Bank Finance Companies'.

Corporate Advisory

ICICI Securities provides a variety of advisory services, including advice on financing and
strategic transactions. | CICl Securities was one of the first Indian investment banks to form a
dedicated mergers and acquisitions group to provide a range of servicesto large and mid-market
Indian corporate clients, including business valuations, pricing and structuring of transactions, and
financial and corporate restructuring. In addition, ICICI Securities provides specialized services, such
as private equity syndication and privatization advisory services for public sector companies.

Fixed Income

The merged entity believes ICICI Securitiesis one of the market leadersin the Indian debt
market, having been named the “Best Domestic Bond House in India— 2002" by Asiamoney. In fiscal
2002, ICICI Securities assisted public sector entities, financial institutions and corporates to raise over
Rs. 160.0 billion (US$ 3.3 billion) of debt. ICICI Securitiesis aprimary dealer appointed and
authorized by the Reserve Bank of Indiato trade in government securities. As a primary dealer, |CICI
Securitiesis permitted to underwrite the issuance of government securities and treasury bhills and act
as amarket maker in these instruments. |CICI Securities was the first primary dealer to commence
activity in interest rate derivative products such as interest rate swaps and forward rate agreements
following t heir introduction by the Reserve Bank of Indiain July 1999. ICICI Securitiesisalso a
leading player in the non-government debt market in India. This activity primarily involves running a
proprietary book in various money market instruments.

Equities

In equities, ICICI Securities offers arange of products including underwriting of equity offerings,
public and private placement of corporate equity and assistance in buyback programs. Indian law
prohibits ICICI Securities from holding or trading the merged entity’ s equity shares.

Other Corporate Banking Activities
I nternational Banking Business

The merged entity’ s international business division is responsible for its international businesses
in theretail, corporate and technology areas and for the international alliances required for its
domestic businesses. This division seeksto leverage on the merged entity’ s home country links and
technology competencies in financial services. The merged entity’ s international business services
include foreign currency loans for imports and exports, documentary credits, standby letters of credit
and collection and funds transfer services. The merged entity provides a wide range of cross border
banking services from 21 of its branches spread across the country. All of these branches are
connected directly to the Society for Worldwide Inter-Bank Financial Telecommunication network
(SWIFT), to quickly facilitate transactions. The merged entity also has correspondent arrangements
with over 330 international banks covering all magjor countries with which India has trade
relationships. These arrangements facilitate the execution of cross border transactions including letters
of credit and funds transfers. The merged entity also provides travel -related banking servicesto its
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corporate customers including money changing, sale and cashing of travelers' checks and foreign
currency remittances to international travel destinations. The merged entity’s customers pay feesto it
for substantially all of these products and services. In May and June 2002, the merged entity opened
representative officesin London and New Y ork.

Venture Capital Funding

The merged entity provides venture capital funding to start-up companies through its subsidiary
ICICI Venture Funds Management Company Limited. Prior to the amalgamation, ICICI Venture was
asubsidiary of ICICI. At year-end fiscal 2002, ICICI Venture managed or advised funds of Rs. 18.1
billion (US$ 370 million). The company focuses on the information technology and healthcare
sectors. Themerged entity believes that | CICI Venture is the leading private equity investor in India,
having invested in alarge number of the private equity deals completed in the country to date and
having established atrack record of successfully exiting from several investments.

Non-Life Insurance

Following the deregulation of the insurance sector, private sector companies have been allowed to
enter the insurance business. In the nortlife insurance sector, ICICI had entered into ajoint venture
partnership with Lombard Canada Limited in fiscal 2001. ICICI had a 74.0% interest in thisjoint
venture. The joint venture company, |CICI Lombard General Insurance Company Limited, obtained
the license to conduct general insurance business in August 2001 and since then has commenced
operations. Pursuant to the amalgamation, ICICI Lombard has become a subsidiary of the merged
entity.

Products for Other Banks

Various cooperative banks and rural banksin Indiaare limited to specific regions or states of
India. These banks need relationships with banks present in most of the large citiesin Indiato be able
to service the needs of their customers for country-wide collection and payment. The merged entity
offers customized products and solutions for cooperative banks. Although the merged entity does not
charge afee for these products, they result in amounts being maintained with the merged entity in
non-interest-bearing current accountsthat it can invest profitably.

Corporate Loan Pricing

The merged entity prices its loans to corporate borrowers based on four factors:

itsinternal credit rating of the company;
the maturity of the loan;

the nature of the banking or financing arrangement (either a single bank, multiple bank or
consortium arrangement);

the collateral available; and
market conditions.

For adescription of the merged entity’s credit rating system, see “— Risk Management — Credit
Risk”.

The Asset-Liability Management Committee of the merged entity’ s board of directors fixes prime
lending rates based on yield curve factors, such asinterest rate and inflation rate expectations, as well
as the market demand for loans of a certain term and the merged entity’ s cost of funds. For corporate
loans, the merged entity has three prime lending rates linked to the term of the loan and one prime
lending rate for cash credit. The merged entity’ s prime lending rates effective September 1, 2002 are
asfollows:
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Tem Prime lending rate

UP 0 ONE VBRI ...ttt ettt bbbttt b et b ettt b et e bt 115
Oneto threeyears 12.0
Over three YEarS ......vevvveceeeeeceese e 125
CASN CTEUIT ...t e 13.0

Under the earlier Reserve Bank of Indiaregulations, loan exposures through corporate debt
instruments and bill discounting were not subject to the prime lending rate regul ations. Banks could
lend at an interest rate below their prime lending rates when delivery was through these products.
From fiscal 2002, the Reserve Bank of Indiafurther liberalized the interest rate regime by allowing
banks the freedom to lend bel ow their respective prime lending rates pursuant to their internally
approved guidelines.

Directed Lending

The Reserve Bank of Indiarequires banksto lend to certain sectors of the economy. Such directed
lending is comprised of priority sector lending, export credit and housing finance.

Priority Sector Lending

The Reserve Bank of India has established guidelines requiring banks to lend 40.0% of their net
bank credit (total domestic loans less marketabl e debt instruments and certain exemptions permitted
by the Reserve Bank of Indiafrom timeto time) to certain specified sectors called priority sectors.
Priority sectors include small-scale industries, the agricultural sector, food and agro-based industries,
small businesses and housing finance up to certain limits. Out of the 40.0%, banks are required to lend
aminimum of 18.0% of their net bank creditto the agriculture sector and the balance to certain
specified sectors, including small scale industries (defined as manufacturing, processing and services
businesses with alimit on investment in plant and machinery of Rs. 10 million), small businesses,
including retail merchants, professional and other self employed persons and road and water transport
operators, housing loans up to certain limits and to specified state financial corporations and state
industrial development corporations. |CICI Bank was required to comply with this priority sector
lending pursuant to the above norms prior to the amalgamation.

Thefollowing table setsforth, at the dates indicated, |CICI Bank’s priority sector |oans broken
down by type of borrower.

% of
net
bank credit
at March
At March 31, 31,
1998 1999 2000 2001 2002 2002 2002
(in millions, except percentages)
Small scale industries .......... Rs. 2753 Rs. 3510 Rs. 5958 Rs 5592 Rs. 4,633 US$ 95 9.%
Others including small
businesses........c.ccceeee 513 1,959 2,662 10,354 6,930 142 14.8
Agricultural Sector ... 501 675 1,520 7,09 8,561 175 183
Total oo Rs. 3767 Rs. 6,144 Rs 10140 Rs. 23042 Rs. 20,124 US$ 412 43.0%

At year -end fiscal 2002, ICICI Bank’s priority sector loanswere Rs. 20.1 billion (US$412
million), constituting 43.0% of net bank credit.

While granting its approval for the amalgamation, the Reserve Bank of India stipulated that since
ICICI’sloans transferred to the merged entity were not subject to the priority sector lending
requirement, themerged entity isrequired to maintain priority sector lending of 50.0% of its net bank
credit on the residual portion of its advances (i.e. the portion of its total advances excluding advances
of ICICI at year-end fiscal, 2002). This additional 10.0% priority sector lending requirement will
apply until such time as the aggregate priority sector advances of the merged entity reach alevel of
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40.0% of the total net bank credit of the merged entity. The Reserve Bank of India s existing
instructions on sub-targets under priority sector lending and eligibility of certain types of investments/
funds for reckoning as priority sector advances apply to the merged entity.

The merged entity isrequired to comply with the priority sector lending requirements at the end
of each fiscal year. Any shortfall in the amount required to be lent to the priority sectors may be
required to be deposited with government sponsored Indian devel opment banks like the National
Bank for Agriculture and Rural Development and the Small Industries Development Bank of India.
These deposits have a maturity of up to five years and carry interest rates lower than market rates.

Export Credit

As part of directed lending, the Reserve Bank of India also requires banks to make loans to
exporters at concessional rates of interest. Export credit is provided for pre-shipment and post-
shipment requirements of exporter borrowers in rupees and foreign currencies. At the end of the fiscal
year, 12.0% of abank’s net bank credit isrequired to bein the form of export credit. This requirement
isin addition to the priority sector lending requirement but credits extended to exporters that are small
scale industries or small businesses may also meet part of the priority sector lending requirement. The
Reserve Bank of India provides export refinancing for an eligible portion of total outstanding export
loans at the bank rate prevailing in Indiafrom time to time. The interest income earned on export
creditsis supplemented through fees and commissions earned from these exporter customers from
other fee-based products and services taken by them from the merged entity, such as foreign exchange
products and bill handling. At year -end fiscal 2002, |CICI Bank’s export credit was Rs. 6.2 hillion
(US$ 127 million), constituting 13.3 % of its net bank credit.

Housing Finance

The Reserve Bank of Indiarequires banksto lend up to 3.0% of their incremental depositsin the
previous fiscal year for housing finance. This can be in the form of home loans to individuals or
investments in the debentures and bonds of the National Housing Bank and housing devel opment
institutions recognized by the government of India. Housing finance also qualifies as priority sector
lending. At year-end fiscal ICICI Bank’s housing finance was Rs. 5.9 hillion (US$ 121 million),
comprising primarily investments that qualify as housing finance for this purpose.

Corporate Deposits

The merged entity takes deposits from its corporate clients with terms ranging from 15 days
(seven days in respect of deposits over Rs. 1.5 million with effect from April 19, 2001) to seven years
but predominantly from 15 days to one year. The merged entity routinely provides interest quotes for
depositsin excess of Rs. 10 million on adaily basis (uncommon in India), based on ratesin theinter -
bank term money market and other money market instruments such as treasury bills and commercial
papers. The Reserve Bank of India regulates the term of depositsin India but not the interest rates
with some minor exceptions. Banks are not permitted to pay interest for periods less than seven days.
Also, pursuant to the current regulations, the merged entity is permitted to vary the interest rates on its
corporate deposits based upon the size range of the deposit so long as the rates offered are the same
for every customer of a deposit of a certain size range on a given day. Corporate deposits include
funds taken by the merged entity from large public sector corporations, government organizations,
other banks and private sector companies. ICICI Bank’s corporate deposits totaled Rs. 151.3 hillion
(US$ 3.1 hillion) at year-end fiscal 2002, constituting 46.5% of its total deposits and39.1% of itstotal
liabilities at year-end fiscal 2002.

The merged entity offers avariety of deposit products to its corporate customers. The merged
entity takes rupee or foreign currency denominated deposits with fixed or floating interest rates. The
merged entity’ s deposit products for corporationsinclude:

current accounts — norinterest-bearing demand deposits;
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time deposits— fixed term deposits that accrue interest at a fixed rate and may be withdrawn
before maturity by paying penalties; and

certificates of deposit — a higher cost type of time deposit.

Thefollowing table sets forth, at the datesindicated, ICICI Bank'’s corporate deposits by product.

% of total at
At March 31, March 31,
2000 2001 2002 2002 2002
(in millions, except percentages)
Rs. Uss

Current accounts—banks .......... Rs. Rs. 909 1,090 22 0.7%
Current accounts-others............ 14,090 19,992 20,919 428 138
Timedeposits-banks................ 15,335 20,900 44,230 906 29.2
Time deposits-others................ 37,434 21,400 83,376 1,708 55.1
Certificates of deposits............. 553 1,708 35 12
Total Rs. 68,090 Rs. 63754 Rs. 151,323 US$ 3,099 100.0%

The following table sets forth, at the date indicated, the maturity profile of ICICI Bank’s rupee

term deposits (including deposits of banks) of Rs. 10 million (US$ 204,792) or more:

Less than three months .........cccceveveceeiie i
Above three months and less than six months ...................
Above six months and less than twelve months.................
More than twelve monthS ..........ccocvveniiiiicree e,
Total deposits of Rs. 10 million and more............ccccceveee..

ICICI was one of ICICI Bank’s deposit customers. At year-end fiscal 2002, ICICI Bank had Rs.
2.2 hillion (US$45.1 million) of current deposits and Rs. 2.1 billion (US$43 million) of time deposits
from ICICI. ICICI Bank did not pay interest on these current deposits and paid interest on these time
deposits until March 29, 2002 at the same rates at which it paid interest to al other time deposit

customers.

The merged entity markets corporate deposits from branches and directly from its corporate
office. The merged entity continues to be bankersto the market offerings of select companies on
account of raising of equity or debt, buy back of equity and for acquisition of equity on account of
takeovers. These companies are required to maintain the subscription funds with the bankers to the
offering until the allotment of shares/buy back of shares and the refund of excess subscriptionis
completed. This process generally takes about 15 to 30 days, resulting in short-term deposits with the
merged entity. The merged entity acts as bankers to corporates for their dividend pay out to their

At March 31,
% of total
2002 deposits
(in millions, except per centages)
Rs. 51,264 Us$ 1,050 15.8%6
12434 255 3.8
41,149 843 12.6
10,712 219 3.3
Rs. 115,559 Uss 2,367 35.5%

shareholders and interest payout to bondholders, which results in mobilizing interest-free, float

balances to the merged entity. The merged entity believes that its management of its corporate deposit
customers aswell asits ability to offer competitive rates on large deposits significantly reduces the

volatility in its corporate deposit base. The merged entity also offersinter-bank call rate-linked

floating rate deposits.

The growth in corporate deposits has been supplemented by the “ anywhere banking service”
offered by ICICI Bank and aso by the merged entity, which allows multi-locational corporationsin
Indiato receive cash inflows and make paymentsin various cities by maintaining one central pooling

account.
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Client Coverage

Infiscal 2002, ICICI Bank created four new client relationship groups, namely, the Agriculture
Banking Group, the Small and Medium Enterprises Group, the Transaction Banking Group and the
Corporate Banking Group. The relationship managers of the Corporate Banking Group were
responsible for identifying business opportunities for all medium and large sized corporates. The
rel ationship managers provided a one-point contact and headed the total sales and relationship
initiatives for all the business groups including the Small and Medium Enterprises Group, the
Agriculture Group and the Transaction Banking Group. In fiscal 2002, ICICI createdateam of
dedicated client bankers, called the Client Relationship Group, which managed the relationship with
corporate clients. To tap the business opportunitiesin public sector units, government and quasi -
government agencies including municipal corporations, ICICI formed a dedicated Government and
Institutional Group. ICICI Bank’s client relationship groups worked in close coordination with
ICICI’s Client Relationship Group and Government and Institutional Group, to jointly market ICICI’s
and ICICI Bank’s products and services to corporate, government and institutional customers. ICICI
had separate groups for customersin the infrastructure (including telecommunications, transportation
and urban infrastructure and energy, oil and gas) and shipping and related sectors. ICICI had a
Structured Products Group responsible for structuring customized financing solutionsfor ICICI’s
customers.

Pursuant to the amalgamation, the merged entity has reorganized its organizational structure and
corporate banking business around focused relationship and product groups. The merged entity’s
principal corporate relationship groups are the Corporate Solutions Group, the Government and
Institutional Solutions Group, the Emerging Corporates Group and the Agri-Business Group. The
Corporate Solutions Group is responsible for managing relationships and providing banking solutions
to large, highly rated corporates. The Government and Institutional Group is a dedicated group for
public sector units, government departments and authorities and quasi governmental agencies like
municipal corporations. The Emerging Corporates Group and the Agri-Business Group work closely
with the Corporate Solutions Group and the Government and I nstitutional Solutions Group to offer
products and services to suppliers and dealers of the merged entity’ s large corporate customers. The
principal corporate product groups are the Product and Technology Group which is responsible for
delivery of products and services, the Structured Products and Portfolio Management Group which is
responsible for supporting the product groups by designing financing structures that satisfy customer
reguirements while adequately mitigating risk and the Treasury which is responsible for designing and
providing corporate treasury and risk management products and services. The merged entity has
specialized groups for infrastructure project finance and manufacturing project finance (including ail,
gas and petrochemicals and shipping). These groups focus on project appraisal and monitoring and
work closely with the other relationship and product groups to provide awider range of products and
services, in addition to project financing, to the merged entity’s project finance customers.

The relationship managers are supported by product specialists from the product groups who
focus on product improvements and customization. The main focus of the relationship managersisto
market the merged entity’ s products. In addition to the above, they cross sell the products offered by
the merged entity’s subsidiaries and affiliates.

Delivery Channels
Branch Network

The merged entity’ s corporate banking relationship groups are principally based at Mumbai, New
Delhi, Chennai, Kolkata, Bangal ore, Hyderabad, Ahmedabad, Pune, Vadodara, Coimbatore,
Ludhiana, Chandigarh, Jaipur and Kochi. The merged entity’s corporate banking services are
delivered through its network of branches. At year-end fiscal 2002, the merged entity had 359
branches.
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Correspondent Banking Networks

The merged entity has correspondent banking relationships with other banks in Indiawith large
physical branch networks to offer a broader coverage for its funds transfers and remittance rel ated
products. As aresult of its correspondent banking associations, the merged entity provides remittance
and cash management services at over 1,750 locationsin India.

Retail Banking

General

The merged entity believes that the Indian retail financial services market islikely to experience
sgnificant growth in the future. ICICI Bank’ s retail banking operations primarily consisted of raising
depositsfrom retail customers. ICICI Bank’ stotal retail deposits were Rs. 173.9 billion (US$ 3.6
billion) or 53.5% of ICICI Bank’stotal deposits at yea-end fiscal 2002 as compared to Rs. 100.5
billion (US$ 2.0 hillion) or 61.2% of ICICI Bank’stotal deposits at year -end fiscal 2001. ICICI
Bank’ s rapidly expanding retail franchise was augmented by the acquisition of Bank of Madurain
fiscal 2001. The mer ged entity intends to continue to grow its retail deposits for funding purposes
sinceretail deposits are a good source of low cost, stable funds. ICICI Bank also offered certain retail
credit products, such as credit cards, loans against term deposits and loans against shares. ICICI's
retail banking operations consisted of its consumer credit products such as automobile loans, home
loans, two-wheeler loans, loans for commercia vehicles and personal loans. ICICI also offered retall
liability productsin the form of avariety of unsecured redeemable bonds and had built a customer
base of about 3.5 million bondholders through issuances of bonds to the public. ICICI’ s former
wholly owned subsidiary, ICICI Capital Services, was one of the largest distributorsof financial and
investment products in India. It also provided front-office services to the retail and semi-retail
investors of ICICI, and undertook the management of the various ICICI centers, which were low-cost
stand-al one offices acting as marketing and service centers, set up by ICICI. ICICI Personal Financia
Services was also a wholly-owned subsidiary of ICICI, and was engaged in the distribution and
servicing of various retail credit products and other services offered by ICICI and its subsidiaries and
affiliates. Both ICICI Capital Services and ICICI Personal Financial Services merged with and into
ICICI Bank in the amalgamation. Until fiscal 2002, I CICI offered home loans directly and through its
wholly-owned subsidiary ICICI Home Finance Company. | CICl Home Finance Company now
distributes the merged entity’ s home loans to the merged entity’ s home loan customers.

Since the amalgamation, the merged entity and its subsidiaries and its affiliates have engaged in
al of the principal business activities of ICICI Bank and ICICI and its subsidiaries. The merged
entity’ s subsidiary ICICI Prudential Life Insurance Company, ajoint venture between the merged
entity and Prudential Corporation plc of the United Kingdom, offers awide range of life insurance
products. The merged entity’s affiliate Prudential 1CICI Asset Management Company, ajoint venture
between Prudential Corporation plc of the United Kingdom and the merged entity, offers avariety of
mutual fund products.

All of the merged entity’ sretail pro ducts are marketed under the ICICI brand. To enhance the
merged entity’s brand equity, it undertakes comprehensive brand building and advertising campaigns
with advertisements in print and television. Studies by independent market research agencies
commissioned by the merged entity have shown that the ICICI brand is the number two financial
services brand in Indiain terms of spontaneous brand recall.

Retail Deposits

The merged entity’ sretail deposit products include the following:

time depositsincluding:
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— recurring deposits, which are periodic deposits of afixed amount over afixed term that
accrue interest at a fixed rate and may be withdrawn before maturity by paying penalties;
and

— certificates of deposit;

savings accounts, which are demand deposits that accrue interest at afixed rate set by the
Reserve Bank of India (currently 4.0% per annum) and upon which checks can be drawn; and

current accounts, which are norvinterest-bearing demand deposits.

In addition to deposits from Indian residents, the merged entity accepts time and savings deposits
from nonresident Indians, foreign nationals of Indian origin and foreign nationals working in India.
These deposits are accepted on a repatriable and a non-repatriable basis and are maintained in rupees
and select foreign currencies.

The following table sets forth, at the dates indicated, the balance outstanding by type of retail
deposit.

At March 31,
2000 2001 2002
Balance outstanding % of
total

(in millions, except per centages)
CUITENt BCCOUNES ..ot e Rs. 930 Rs. 5,470 Rs. 7565 US$ 155 4.4%
SaViNGS @CCOUNES......cveiereieeeiesieeiesiee ceeneee e 5,330 18,786 24,970 511 14.4
Time dePOSITS. ....covvvvireiieeiireeseevc e 24,310 76,244 141,365 2,895 81.2
Total retail depoSItS.......ccevvevervieerriiice e Rs. 30,570 Rs. 100,500 Rs. 173,900 US$ 3,561 100.0%

For a description of the Reserve Bank of India s regulations applicable to depositsin Indiaand
required deposit insurance, see “ Supervision and Regulation — Regulations Relating to Deposits’ and
“Supervision and Regulation —Deposit Insurance”.

In addition to its conventional deposit products, the merged entity offers avariety of special
value added products and services which seek to maximize returns as well as convenience for its
customers.

Power Pay

In September 1996, I CICI Bank introduced “Power Pay”, a direct deposit product for its corporate
customers, to help them streamline their salary payment systems. At year-end fiscal 2002, over 7,600
corporate clients were using Power Pay, which allowstheir employees salariesto be directly credited
to a special savings account established for this purpose. This product provides the merged entity with
a competitive advantage as these new payroll account holders often open other accounts with the
merged entity, including time deposits. The merged entity also seeksto market itsretail credit
productsto its payroll account holders. The merged entity aims to deliver value to corporates and their
employees by offering endto-end financial solutions from salary processing through strategic
aliances, offering payment services through checks, debit and credit cards as well as online bill
payment and in-house as well as third party investment vehicles.

Value Added Savings Account

The merged entity’s value added savings account is a savings account product that offers the
customer liquidity aswell as high returns. This product provides automatic transfer of idle balances
from savings accounts to time deposits, resulting in higher yields. Whenever there is a shortfall in the
customer's savings accounts, deposits are transferred back from the time deposit account,
automatically in units of Rs. 1,000 to meet the shortfall.

50



Private Banking

The merged entity’ s private banking services seek to meet the entire banking and financial
advisory needs of customers with arelationship size in excess of Rs. 1 million. The merged entity
offers private banking services at 55 branchesin 22 cities. The merged entity offersfinancial planning
and investment advisory services to assist its customersin their investment and savings plans.

Web Brokering

ICICI Web Trade Limited, a company promoted by ICICI, provides web brokering services. This
service involves the online integration of a customer’s depositary share accounts and bank accounts
with the merged entity and securities brokerage accounts with ICICI Web Trade. This service has
assisted the merged entity in its efforts to acquire new customers and low-cost savings deposits as
each e-brokering customer is required to open a bank account.

Portfolio Investment Scheme (PINS)

The merged entity is one of the banks designated by the Reserve Bank of Indiafor issuing
approvalsto nonresident Indians and overseas corporate bodies to trade in shares and convertible
debentures on the Indian stock exchanges. Pursuant to this scheme of the Reserve Bank of India, these
investors can trade on the Indian stock exchanges within a prescribed limit by obtaining an approval
from a designated bank and by routing al the transactions through that bank. The merged entity
reports al such transactions to the Reserve Bank of India as a designated bank. The merged entity
also helps these investors with regulatory compliance, such as ensuring delivery based trading and
limit monitoring and providing tax calcuations.

Debit Cards

The merged entity offers an international debit card, branded as | CICINCash, in association with
VISA International on its popular VISA Electron signature based platform. This provides a greater
choice of payment solutionsto customers. It provides customers a safer and more convenient
aternative to carrying cash both locally and internationally. The ICICINCash debit card enables direct
deductions of the purchase amount from the customer’s account from any of 11 million VISA
merchant establishments and ATMs around the world. The merged entity’s debit card base has
increased to over one million cardsin July 2002.

Bond |ssues

ICICI offered avariety of unsecured redeemable bonds to the Indian public. These bonds, which
are not insuredby any Indian authority, are designed to address various investor needs, such as the
need for regular income, liquidity and tax saving. The merged entity has a customer base of about 3.5
million bondhol ders through | CICI’ sissuances of bondsto the Indian public. During fiscal 2002,
ICICI raised Rs. 40.2 billion (US$ 823 million) through these bond issuances. The merged entity
seeks to continue to offer similar bonds to the public, though deposits will be its primary source of
funding.

Internet banking services

The merged entity offers Internet banking services to its retail customers through its website
www.icicibank.com. The merged entity believes that the increasing number of Internet users, the
demographic characteristics of those users and the relative flexibility and convenience of Internet
banking provide an opportunity for the merged entity to capitalize on its experience in this area and
gain market share in the retail banking sector. The services currently offered by the merged entity to
its Internet banking customers include access to online account information, transfer of funds to any
other account with the merged entity, placement of time deposits, secure e-mail facility for
communications with an accounts manager, and bill payments using credit cards issued by the merged
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entity or by debit to savings account. The number of ICICI Bank’s Internet banking customers was
approximately one million at year-end fiscal 2002.

Online Bill Payment

The merged entity has tie-ups with leading telecommunication companies, utility providers,
insurance companies and Internet shopping malls for online payment of bills by the merged entity’s
Internet banking customers. The merged entity currently offers this service free to its customers with
the intention of building a base of users, based on cost sharing arrangements with most of these
companies where the merged entity either charges the company afixed fee per bill or the company
maintains a balance with the merged entity before the funds are used by the company, resulting in
short-term low cost deposits with the merged entity.

Money2lndia Remittance Facility

For easy transfer of fundsto India, the merged entity offers Money2India, awire transfer
remittance facility with aweb interface. Non-resident Indians can send money to over 170 locationsin
India

Retail Lending Activities

The merged entity offers arange of retail asset products, including primarily automobile loans,
home loans, loans for consumer durable products, commercial vehicles and farm and construction
equipment and two wheelers, personal l1oans and credit cards. The merged entity also funds dealers
who sell automobiles, two wheelers, consumer durables and commercial vehicles. The merged entity
also provides loans against time deposits and |oars against shares, including for subscriptionsto initial
public offerings of Indian companies. Prior to the amalgamation, these products were primarily
offered by ICICI, other than credit cards, |oans against time deposits and |oans against shares, which
were offered by ICICI Bank. At year-end fiscal 2002, I CICI’ s consolidated retail |oan portfolio was
Rs. 72.8 billion (US$ 1.5 billion) or 13.0% of its consolidated gross loans at year-end fiscal 2002
compared to Rs. 27.1 billion (US$ 555 million) or 4.3% of its consolidated gross loans at year-end
fiscal 2001. At year-end fiscal 2002, ICICI Bank’ s retail loan portfolio was Rs. 7.2 billion (US$ 147
million) or 9.5% of its grossloans at year -end fiscal 2002.

Home Finance

The merged entity’ s home finance business involves giving long-term secured housing loans to
individuals and corporations and construction finance to builders. The merged entity has a wholly-
owned subsidiary called ICICI Home Finance Company Limited, but currently provides housing loans
directly. Currently, these loans are being given to resident and nornresident Indians for the purchase,
construction and extension of residential premises and to self-employed professionals for office
premises. At year-end fiscal 2002, the total home finance | oans of ICICI and ICICI Home Finance
Company were approximately Rs. 28.4 billion (US$ 582 million).

Automobile Finance

Automobile finance generally involves the provision of retail consumer credit for an average
maturity of three to five yearsto acquire specified new and used automobiles. Automobile loans are
secured by alien on the purchased automobile. The merged entity believesit isthe market leader in
the automobile finance segment. The merged entity has “ preferred financier” status with 11 car
manufacturersin India. The merged entity has a strong external distribution network and a strong in
house team to manage the distribution network which has been instrumental in achieving this
leadership position. At year-end fiscal 2002, ICICI’ stotal automobile finance loans were
approximately Rs. 27.1 billion (US$ 555 million). The merged entity also givesloans for purchase of
two wheelers. At year-end fiscal 2002, ICICI’ stotal two wheeler finance loans were approximately
Rs. 2.4 billion (US$ 49 million)
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Commercial Business

The merged entity funds commercial vehicles, utility vehicles and construction and farm
equipment sold through manufacturer-authorized dealers. The finance is generally for a maximum
term of five years through loans, hire purchase agreements or alease. At year-end fiscal 2002,
ICICI’ stotal commercial business |oans were approximately Rs. 9.0 billion (US$ 184 million).

Personal Loans

Personal loans are unsecured |oans provided to customers for personal purposes such as higher
education, medical expenses, social events and holidays. At year -end fiscal 2002, I CICI’ stotal
personal loans were approximately Rs. 4.1 billion (US$ 83 million).

Consumer Durable Finance

The merged entity’ s consumer durable finance business involves the financing of home products,
such as refrigerators, televisions, washing machines, air conditioners and audio equipment. At year-
end fiscal 2002, ICICI’ stotal consumer durable finance loans were approximately Rs. 760 million
(US$ 16 million).

Credit Cards

In January 2000, ICICI Bank launched its credit card operations. As the Indian economy
develops, the merged entity expects that the retail market will seek short-term credit for personal uses,
and the merged entity’ s offering of credit cardswill facilitate further extension of the merged entity’s
retail credit business. The merged entity also expects that as credit usage increases, the merged entity
will be able to leverage its customer relationships to cross-sell additional retail and consumer -oriented
products and services. At year-end fiscal 2002, ICICI Bank had approximately 586,000 credit cardsin
force and its credit card receivables were approximately Rs. 3.6 billion (US$ 73 million).

Dealer Funding

The merged entity funds dealers who sell automobiles, two wheelers, consumer durables and
commercial vehicles. At year-end fiscal 2002, ICICI’ stotal dealer funding loans were approximately
Rs. 1.1 billion (US$ 23 million).

Other Fee-Based Products and Services
Mutual Fund Sales

The merged entity has entered into arrangements with select mutual funds to distribute their
products through its distribution network, for which it earns up-front and trailing commissions.

Depositary Share Accounts

The Securities and Exchange Board of India has made it mandatory for the 10 largest stock
exchanges of the country to settle securities transactions in a dematerialized mode. The merged entity
isadepositary participant of the National Securities Depository Limited and Central Depository
Services (India) Limited and offers depositary share accounts.

Government of India Relief Bond Sales

The merged entity has been permitted by the Reserve Bank of Indiato sell government of India
relief bonds. Thisincludes the receipt of applications for relief bonds, the issue of relief bonds in the
form of bond ledger accounts and the servicing of bondholders. Relief bonds are sold across al of the
merged entity’ s branches. Interest earned on relief bonds is tax-free and is hence a good investment
avenue for many high net worthindividuals. The merged entity seeksto capitalize on this opportunity
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by effectively distributing relief bonds through its distribution network and earning fee income in the
process.

Life Insurance

The merged entity has a joint venture partnership with Prudential plc of the UK for thelife
insurance business. The merged entity has a 74.0% interest in thisjoint venture. Thisjoint venture
company, ICICI Prudential Life Insurance Company Limited, obtained the license to conduct life
insurance business inNovember 2000 and commenced business operations in December 2000. ICICI
Prudential Life Insurance sold about 98,000 policiesin fiscal 2002. The sum assured for policiesin
force at year-end fiscal 2002 was Rs. 27.6 billion (US$ 565 million). The net premiums earned for
fiscal 2002 were Rs. 1.2 billion (US$ 24 million). There is a Memorandum of Understanding between
the merged entity and ICICI Prudentia Life Insurance Company for distribution of life insurance
policiesissued by ICICI Prudential Life Insurance Company through the merged entity’ s branch
network.

Distribution Channels

The merged entity deliversitsretail products and services through avariety of distribution outlets,
ranging from traditional bank branches to ATMs and the Internet. The merged entity believes that
India's vast geography necessitates a variety of distribution channels to best serve the merged entity’s
customers' needs. As part of its strategy to migrate customersto lower cost electronic delivery
channels, the merged entity has made significant investments in channels such as ATMs, call centers
and the Internet. The merged entity’ s channel migration effort is aimed at reducing cost while
enhancing customer satisfaction levels by providing them round the clock transaction and servicing
assistance. The key components of the merged entity’s distribution network are described below.

Branches

At year -end fiscal 2002, ICICI Bank had a network of 359 branches and 44 extension countersin
251 centers across several Indian states, an increase of four branches and 10 extension counters over
the previous year. Extension counters are small offices primarily within office buildings or on factory
premises, that provide commercial banking services. Prior to opening a branch, the merged entity
conducts a detailed study in which it assesses the deposit potential of the area. The merged entity’s
branch locations are largely leased rather than owned. The merged entity’ s back office operations are
centralized at regional processing centers, enabling the merged entity to create a more efficient branch
network.

Asapart of its branch licensing conditions, the Reserve Bank of India has stipulated that at least
25.0% of the merged entity’ s branches must be located in semi-urban and rural areas. A semi-urban
areais defined as a center with a population of greater than 10,000 but less than 100,000. A rural area
is defined as a center with a population of less than 10,000. The population figures relate to the 1991
census. The merged entity has adhered to this requirement as shown in the table below. Several of
these branches are located in suburbs of large cities, and some of these branches are located in areas
where large corporations have their manufacturing facilities.

The following table sets forth, atthe date indicated, the number of branches broken down by area.

At March 31, 2002

Number of
branches % of total
Metropolitan/urban... 183 51.0%
Semi-urban/rural . 176 49.0
TOtAl oo s 359 100.0%
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ICICI Centers

ICICI had set up a number of "ICICI Centers", which were lowcost, technology driven, stand-
aone offices with three or more employees, acting as marketing and service centers. At year-end
fiscal 2002, ICICI had 95 ICICI Centers. Pursuant to the amalgamation, the merged entity has
submitted a proposal to the Reserve Bank of Indiain respect of these centers, including conversion of
some of these centers into bank branches and some into distribution and servicing centers attached to
bank branches. The Reserve Bank of Indiahas not yet responded to this proposal.

Franchisee Network

The merged entity has a vast franchisee network spread over all major citiesin India. The
franchisees deliver the merged entity’ s retail credit products. These agencies help the merged entity
achieve deeper penetration by offering door-step service to the customer. These agencies market the
merged entity’ s products on an exclusive basis. All credit and risk management decisions pertaining
to any customer are made by the merged entity and no agency can extend credit to any customer
without the merged entity’ s approval. These agencies receive afee based on the volume of business
generated by them.

Automated Teller Machines (ATMs)

At year -end fiscal 2002, ICICI Bank had 1,000 ATMs, of which 398 were located at the merged
entity’ s branches and extension counters. The remaining 602 were located at the offices of select
corporate clients, large residential developments, airports, gas stations and on magjor roadsin
metropolitan cities. The merged entity’s ATMs also acquire VISA/VISA Plus/VISA Electron
transactions.

Internet

The merged entity believes that Internet access and information is key to satisfying the needs of
certain customer segments. As aresult, the merged entity maintains awebsite at www.icidbank.com
offering generalized information on the merged entity’ s products and services. The merged entity’s
Internet banking service allows customers to access all account-related information, perform on-line
fund transfers to other accounts with the merged entity and give account instructions 24 hours a day,
seven days a week through the merged entity’ s website. It also allows transactions and bill payment
facilities. The merged entity seeks to continue to be at the forefront of providing web-based products
toits corporate and retail customers.

Call Centers

The merged entity provides telephone banking services through a centralized call center in
Mumbai. The call center functions 24 hours a day and seven days a week and offers a self-service
option to customers for automated phone banking. In addition, well-trained customer service officers
offer personalized services for banking, dematerialized securities, online share trading customers,
credit card holders and bondholders. The call center isaso used i n product specific marketing
campaigns to generate leads which are assigned to the franchisees for fulfillment. At year-end fiscal
2002, this call center had 620 work stations and provided telephone-banking services to customersin
around 100 cities. The merged entity has set up another call center at Hyderabad in September 2002
which will have a capacity of over 1,000 workstations.

Mobile Phone Banking

The merged entity’ s mobile phone banking services are available to its customers using any
cellular telephone service operator in India. Savings account and credit card customers can view their
account details on their mobile phones.
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ICICI Prudential Life Insurance

ICICI Prudential Life Insurance, the merged entity’ slife insurance subsidiary, had 16 branchesin
13 locations at year-end fiscal 2002.

Treasury

Through its treasury operations, the merged entity seeksto manage its balance sheet including the
maintenance of required regulatory reserves and to optimize profits from its trading portfolio by
taking advantage of market opportunities. The merged entity’ s trading portfolio includes its regulatory
portfolio, asthereis no restriction on active management of the merged entity’ s regulatory portfolio.

General

Dueto regulatory requirements, a substantial portion of the merged entity’ s trading portfolio
consists of government of India securities. At year-end fiscal 2002, government of India securities
constituted 79.6% of | CICI Bank’ strading portfolio and 36.8% of ICICI’ strading portfolio while the
remainder of both ICICI Bank’s and I CICI’ s trading portfolios included domestic debt and equity
securities and foreign currency assets.

Under the Reserve Bank of India's statutory liquidity ratio requirement, the merged entity is
required to maintain 25.0% of its total demand and time liabilities by way of approved securities, such
as government of India securities and state government securities. The merged entity maintains the
statutory liquidity ratio through a portfolio of government of India securities that it actively trades to
optimize the yield and benefit from price movements to increase its trading income from this
portfolio. Under the Reserve Bank of India's cash reserve ratio requirements, the merged entity is
required to maintain 5.0% of its demand and time liabilities in a current account with the Reserve
Bank of India. The Reserve Bank of India pays no interest on these cash reserves up to 3.0% of the
net demand and time liabilities and pays interest at the bank rate (the rate at which the Reserve Bank
of India provides refinance to the banking system, currently 6.0%) on the remaining eligible balance.

For further discussion of these regulatory reserves, see“ Supervision and Regulation — Legal
Reserve Requirements”.

Since ICICI was not acommercial bank, it was not required to maintain these regulatory reserves.
The Reserve Bank of India, while approving the amalgamation, stipulated that the merged entity must
maintain these regulatory reserves on al of ICICI’s demand and time liabilities. During fiscal 2002,
ICICI Bank acquired government of India securities required to maintain the statutory liquidity ratio
on ICICI’ sdemand and time liabilities transferred to the merged entity pursuant to the amal gamation.
In addition, alarge cash balance was maintained by ICICI Bank and | CICI towards the end of fiscal
2002 in order to meet the cash reserve ratio on | CICI’ s outstanding demand and time liabilities
following the amalgamation.

As part of the merged entity’ s treasury activities, the merged entity maintains proprietary trading
portfoliosin domestic debt and equity securities and in foreign currency assets. |CICI Bank had a
limited equity portfolio because the Reserve Bank of Indiarestricts investments by abank in equity
securitiesto 5.0% of itstotal outstanding domestic loan portfolio as on March 31 of the previous year.
ICICI’ sinvestmentsin equity securities were not subject to thisrestriction. A significant portion of
ICICI’ sinvestments in equity securities were related to projects financed by it. The Reserve Bank of
India has permitted the merged entity to exclude these investments for determining compliance with
the restriction on investments by banksin equity securities, for a period of five years from the
amal gamation.

The merged entity’ streasury engages in domestic and foreign exchange operations from a

centralized trading floor in Mumbai. The merged entity’ s treasury manages the merged entity’s
liquidity and regulatory reserves with an objective of optimizing yield on itsinvestment portfolio. It
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undertakes transactions in both fixed income securities and equity securities. Itstrading portfolio
consists mainly of fixed income securities. At year-end fiscal 2002, fixed income securities were
84.5% of ICICI Bank’s trading portfolio and 98.2% of 1CICI’ strading portfolio. The merged entity’s
treasury manages the merged entity’ s foreign currency exposures, offers foreign exchange and risk
hedging derivative products to its customers and engages in proprietary trading of currencies. The
merged entity’ sinvestment and market risk policies are approved by the Risk Committee and A sset-
Liability Management Committee of the merged entity’ s board of directors.

The merged entity’ s treasury undertakes liquidity management by seeking to maintain an
optimum level of liquidity and complying with the cash reserve ratio. The objective isto ensure the
smooth functioning of all the merged entity’ s branches and at the same time avoid the holding of
excessive cash. The merged entity’ streasury maintai ns a balance between interest-earning liquid
assets and cash to optimize earnings. The treasury undertakes reserve management by maintaining
statutory reserves, including the cash reserve ratio and the statutory liquidity ratio.

The merged entity’ s securities, as in the case of ICICI Bank’sand I CICI’ s securities, are classified
into held to maturity securities, available for sale securities, trading securities, venture capital
investments and non-readily marketable securities. The following table setsforth, at the dates
indicated, certain information related to |CICI Bank’ s trading portfolio.

At March 31,
2000 2001 2002 2002
(in millions)
Government of India securities.................... Rs. Rs. Rs.
26,903 14,055 20,765 Us$ 425

EqUIity SECUMLIES.....ccveeireiiecee e -
90 - 0
(D] 015 0110 - 1,808 538 1
BONOS ..o - 2,348 727 15

Fair value of derivative and foreign exchange

(0] 11 = ot £ PO RURR R 309 127 541 n
Mutua funds units ........ccceevveriienieiiriiieenn 77 - 3,504 A
Commercia paper and certificates of deposit....... 147 337 0 0
TOtAl .o Rs. 28,228 Rs. 18,725 Rs. 26,075 US$ 534

Thefollowing table setsforth, for the periods indicated, certain information related to interest and
dividends on ICICI Bank’ s trading securities, net gain from the sale of these securities and unrealized
gain/(loss) on these securities.

Year ended March 31,

2000 2001 2002 2002
(in millions)
Interest and dividends...........ccccoveeeeiieiiecneenen, Rs. 3,073 Rs. 2,833 Rs. 3965 US$ 8l
Gain on sale of trading securities .............ccveueee. 2,324
936 769 48
Unrealized gain/(loss) on trading securities......... (79) (267) (128) (©))
TOtal vt Rs. 3930 Rs. 3,435 Rs. 6,161 US$ 126

In addition to trading securities, ICICI Bank also held available for sale securities. The following
tables set forth, at the dates indicated, certain information related to ICICI Bank’s available for sale
securities. ICICI Bank’ sinvestments in government of India securitiesincreased during fiscal 2002
due to the Reserve Bank of India’ s requirement that the merged entity maintain the statutory liquidity
ratio for ICICI’s demand and time liabilities, which reguirement was not applicable to ICICI as it was
not a commercial bank.

57



At March 31,

2000
Amortized Gross Gross
cost unrealized gain  unrealized loss Fair value
(in millions)
Corporate debt securities .................. Rs. Rs. Rs. (29) Rs. 2,574
2,540 53

Government of India securities............... 914 89 - 1,003

Total debt securities................ 3,454 142 (29) 3,577

Mutual fund securities 1,146 — (14) 1,132

Total oo Rs. 4,600 Rs. 142 Rs 33 Rs. 4,709

At March 31,
2001 2002
Gross Gross Gross Gross
Amortized unrealized unrealized Fair Amortized unrealized unrealized
cost gain loss value cost gain loss Fair value
(in millions)
Corporate debt
SECUNMLIBS vt Rs. Rs. 210 Rs. (27) Rs. 6,240 Rs. 4,437 Rs. 142 Rs. - Rs. 4,579 U A
Government of India
SECUMLIES oo 15,765 302 @ 16,061 149,280 1,492 - 150,772 3,088
22,30

Total debt securities...... 21,822 512 (34 1 153,717 1,634 - 155,351 3,182
Mutual fund securities.. 2,513 4 (142) 2,375 350 - (57 293 6
OtherS.....ooeevvvieesrrrirennnns 111 - - 111 122 - (8) 114 2
Tota Rs. 24,446 Rs. 516 Rs. (176) Rs 24,787 Rs.154,189 Rs. 1,634 Rs. (65) Rs.155,758 US$ 3,190

The following table sets forth, at the date indicated, an analysis of the maturity profile of ICICI
Bank’sinvestments in debt securities classified as available for sale securities and the yields thereon.

At March 31, 2002

Up to one year Oneto five years Fiveto ten years Morethan ten years
Amount Yield Amount Yield Amount Yield Amount Yield
(in millions)
Corporate debt securities...... Rs.
Rs. 992 95% Rs. 1,782 11.3% Rs. 1,805 11.8% - 0.0%
Government of India
SECUMTIES v 79,316 74 45,123 109 26,206 9.8 127 9.3
Total interest-earning
o Rs. 80,308 74% Rs.46,905 10.9% Rs.28,011 100% Rs 127 9.3%
Total amortized cost............. Rs. Rs.46
79,856 ,351 Rs.27,383 Rs. 127

From time to time, ICICI acquired and held equity securities. These securities, which typically
consisted of ordinary shares, were acquired in multiple ways:. direct subscriptions, rights issues and by
conversion of ICICI’ s performing and to a smaller extent impaired loans into equity. ICICI aso
acquired equity securitiesin connection with underwritings conducted by ICICI and ICICI Securities.
A significant portion of these equity positions were acquired at the time of the initial project finance
assistance. Like ICICI, the merged entity may also acquire and hold equity securities. The decision to
invest in equity securities along with project financing activities is an independent business decision
to participate in the equity of the company with the intention of realizing capital gains arising out of
expected increases in market prices. This decision is taken strictly on a case-by-case basis and thereis
no correlation between the basis for the lending decision and the reasons for making the equity
investment. All of the merged entity’ s equity investments, other than in its subsidiaries and affiliates,
are made with the intent of ho lding them for medium-term to long-term periods strictly as portfolio
investments. To ensure compliance with the Securities and Exchange Board of India’ s revised insider
trading regulations, all dealings in the merged entity’ s equity investmentsin listed companies are
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undertaken by the equity and corporate bonds dealing desks of its treasury, which are segregated from
the other business groups of the merged entity as well as the other groups and desks in the treasury,
and which do not have access to unpublished price sensitive information about these companies that
may be available to the merged entity.

Equity securities, forming part of the merged entity’ s investment securities portfolio, are
considered as publicly traded if they have been traded on a securities exchange within six months of
the balance sheet. The last quoted price of such securitiesis taken and recorded as their fair value.
Nontreadily marketable equity securities for which there is no readily determinable fair value are
recorded at cost and a provision is made for other than temporary diminution. Securities acquired
through conversion of loansin atroubled debt restructuring are recorded at the fair value on the date
of conversion and subsequently accounted for as if acquired for cash. Venture capital investments are
carried at fair value. However, they are generally carried at cost during the first year, unless a
significant event occursthat effectsthelong-term value of the investment. Substantially all venture
capital investments were acquired during fiscal 2001 and fiscal 2002.

Equity securities, including venture capital investments and mutual fund units, increased to 3.8%
of ICICI’ s total assets at year-end fiscal 2002 and 2.3% at year -end fiscal 2001 primarily due to
investment of approximately Rs. 9.25 billion (US$ 189 million) in liquid mutual funds units at year-
end fiscal 2002. Equity securities were 45.2% of ICICI’ stotal investment securities portfolio at year -
end fiscal 2002 compared to 84.8% at year-end fiscal 2001. Asthese investments are primarily in the
nature of long-term investments in start-up projects, returns on such investments generally accrue well
after commencement of operations by the projects. A detailed discussion on the valuation of this
portfolio is provi ded in the section on "—Risk Management—Quantitative and Qualitative Disclosures
About Market Risk". A Risk Committee of the merged entity’ s board of directors sets the overall
policy for divestment of the merged entity's equity securities. In general, the merged entity pursues a
strategy of active management of its long-term equity portfolio to maximize return on investment.

The following tables set forth, at the dates indicated, the gross unrealized gains and losses within
ICICI’ sinvestment securities portfolio and the amortized cost and fair value of the portfolio by type
of investment security.

At March 31, 2000

Gross Gross
Amortized unrealized unrealized Fair
cost gain loss value
(in millions)

Available for sdle:

Government of INdia SECUNTIES ........coeeveiriiiiieiesieeee Rs. 914 Rs 8 Rs. - Rs 1003

Corporate debt SECUMTIES .......ovveeiee e 2,558 34 - 2,592

Equity SECUNEIESM errverrrerrrresre s 11,326 1,203 (4,976) 7,553
Total available for SA@......c.ueeveiiiceiie e 14,798 1,32¢ (4,976) 11,148
Held to maturity:

Government of INdia SECUMTIES .......cceevveeieeiiesie e 560 54 - 614

Corporate debt SECUMTIES. ... .coveeieeiie e 84 - - &

Other debt SECUNLIES. .......eicveeieesie e 1 — — 1
Total held t0 MELUNLY .....cveevieiiieeeee e 645 54 — 698
Nonreadily marketable equity Securities @.............cocceveieevieeveeennians 6,542 - - NA.

N.A: Not applicable

() Excludes venture capita investments of Rs. 536 million (US$ 11 million)

(2) Nonreadily marketable equity securities represent securities acquired as a part of project financing
activities or conversion of loansin debt restructuring and are carried at cost, less any provision for other
than temporary diminution.
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At March 31, 2001 At March 31, 2002

Amortized Gross Gross Fair Amortized Gross Gross Fair value
cost unrealized unrealized value cost unrealized unrealized
gain loss gain loss
(in millions)
Available for sale:
Government of India
SECUNTIES ..o Rs. 975 Rs. 35 - Rs1010 Rs. 28,262 Rs. 507 Rs. - Rs. 28,769
Corporate debt securities...... 485 4 - 489 5,724 52 (32 5,744
Equity SECUNti€S....cvvvereerereene, 11,821 482 (6,110) 6,193 19,181 365 (3,223) 16,323
Total available for sdle............ 13,281 521 (6,110) 7,692 53,167 924 (3,255) 50,836
Held to maturity:
Government of India
SECUNLIES ovvvrverrerereseneeseeinnne 1,088 - 1,146 - -
Corporate debt securities........ 418 - @ 417 - -
Total held to maturity .............. 1,506 58 (1) 1,563 - -
Non-readily marketable
equity securities@................ 7,148 - - N.A. 8,268 - - N.A.
Venture capital
investments®........ooooooovvvvveene - - - 3,769 - - - 3,921

N.A.: Not applicable

@ Primarily represents securities acquired as a part of project financing activities or conversion of loans in debt
restructurings.

(2) Representsventure capital investments held by venture capital subsidiaries of ICICI.

The following table setsforth, for the period indicated, an analysis of the maturity profile of
ICICI’sinvestmentsin debt securities classified as available for sale securities and the yields thereon.

At March 31, 2002

Upto one year Onetofiveyears Fivetoten years Morethan 10 years
Amount Yield Amount Yield Amount Yield Amount Yield
(in millions except per centages)

Corporate debt securities............ 316 10.0% 2,933 11.0% 2,418 9.8% Va4 10.4%
Other debt securities.................. 6,767 6.9 18,687 6.3 1,055 7.4 2,260 7.1
Total interest-earning

SECUMTIES ., 7,083 7.0 21,620 6.9 3473 9.1 2,337 7.€
Total amortized cost ................. 7,072 - 21,378 - 3,447 - 2,089 -

The merged entity dealsin 19 major foreign currencies and takes deposits from nonresident
Indians in three major foreign currencies. The merged entity also manages onshore accountsin
foreign currencies. The foreign exchange treasury manages its portfolio through money market and
foreign exchange instruments to optimize yield and liquidity.

The merged entity controls market risk and credit risk on itsforeign exchange trading portfolio
through an internal model which sets counterparty limits, stoploss limitsand limits on the loss of the
entire foreign exchange trading operations and exception reporting. The merged entity also uses a
value at risk model to monitor its spot positions.

Customer Foreign Exchange

The merged entity provides customer specific products and services and risk hedging solutionsin
19 currencies to meet the trade and service-related requirements of its corporate clients. The products
and services offered include:

spot foreign exchange for the conversion of foreign currencies without any value restrictions;

forward foreign exchange for hedging future receivables and payables, without any value
restriction, up to a maximum period of three years; and

foreign exchange and interest rate derivatives for hedging long-term exposures.

60



The merged entity earns commissions on these products and services from its corporate
customers.

Proprietary Trading in Currencies

The merged entity is active in the proprietary trading of currencies. The merged entity’ strading is
focused on US dollar, the Euro, the Japanese yen and the UK pound sterling. The following table sets
forth, for the periods indicated, the merged entity’ s growth in trading vol ume in various segments of
its foreign exchange operations.

Year ended March 31,

2000 2001 2002 2002

(in billions, except number of currencies and nostro accounts)
Trading volume:

INE-DANK. ... Rs. 1,402.7 Rs. 2,349.6 Rs. 2,463.2 US$ 504
Merchant transactions ............ccccceveeeiieccciie e 129.8 294.7 3410 7.0
Total trading VOIUME..........ccevverieiie e Rs. 1,532.5 Rs. 2,644.3 Rs. 2,804.2 Uss 574
Size of foreign currency BOOK............coovvveeveereesenens Rs. 1919 Rs. 188 Rs. 3L5 US$ 07
Number of CUITENCIES .....c.vveiiiieeceecee e 15 18 19
Number of Nostro accounts............cccvveeeiieeccieeeennen. 73
2 56

(1) Includes Rs. 7.6 hillion (US$ 175 million) of proceeds raised from ICICI Bank’s ADS offering in March
2000.

Funding

The merged entity’ s funding operations are designed to ensure both stability of funding and
effective liquidity management. ICICI Bank’s primary sources of funding were deposits raised from
both retail and corporate customers. |CICI Bank also obtained funds from short-term rupee
borrowings and issuance of subordinated debt securities. ICICI’ s primary sources of funding were
rupee borrowings from a wide range of institutional investors and retail bonds. |CICI also obtained
funds through foreign currency borrowings from multilateral institutions like the Asian Development
Bank and the World Bank, which were guaranteed by the government of India, as well as through
commercial foreign currency borrowings. The merged entity’s primary source of funding is deposits
raised from retail customers. The merged entity al so takes deposits from corporate and institutional
customers. The merged entity constantly monitors its funding strategy with aview to minimizing
funding costs and matching maturities with its loan portfolio.

Thefollowing table setsforth, for the periods indicated, ICICI Bank’s average outstanding
deposits based on daily balances and the percentage composition by each category of deposits. The
average cost (interest expense divided by average of daily balances) for each category of depositsis
provided in the footnotes.

Year ended March 31,
2000 2001 2002
Amount % of total Amount % of total Amount % of total
(in millions except per centages)

Nortinterest-bearing demand Rs. 11.0% Rs. 13.4% Rs. 10.2
AEPOSIES. ..o.cvoeeeeeevreeveeee e 7,428 12,505 19,829 %

Savings deposits® ...........ccccveevennnn. 3,530 5.3 8,598 9.2 21,397 11.0
Timedeposits? ........ocoeveeeeeieieeeeens 56,351 83.7 72,411 774 153,613 78.8
o] OO Rs. 67,309 100.0% Rs 93514 100.0% Rs. 194,839 100.0%

(1) With an average cost of 3.34 % in fiscal 2000, 2.83% in fiscal 2001 and 3.03% in fiscal 2002.
(2) With an average cost of 10.06% in fiscal 2000, 9.69% in fisca 2001 and 8.42% in fiscal 2002.
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For a breakdown of ICICI Bank’s corporate deposits, see “— Corporate Banking — Corporate
Deposits’, and for a breakdown of ICICI Bank’s retail deposits, see“ — Retail Banking — Deposits’.

The following table sets forth, at the dates indicated, certain information related to ICICI Bank’s
short-term rupee borrowings from banks, primary dealers and financial institutions, excluding
deposits.

Year ended March 31,

2000 2001 2002
(in millions, except percentages)
Period end balance® ..........ccooovvversorrrri e, Rs. 4,109 Rs. 9,507 Rs. 24,045
Average balance during the period® ...................... 5,264 8,268 11,747
Maximum month-end balance...............ccccoevvinnenes 9,710 10,293 24,045
Average interest rate during the period® ............... 11.84% 10.97% 8.43%
Average interest at period end® .........ooooovveeenien. 7.37 9.35 591

(1) Short-term borrowings include trading liabilities, such as borrowings in the call market and repurchase
agreements.

(2) Average of daily balarces outstanding.

(3) Representstheratio of interest expense on short-term borrowings to the average of daily balances of short-
term borrowings.

(4) Representsthe weighted average rate of the short-term borrowings outstanding at fiscal year-end.

ICICI Bank also obtained funds from the issuance of subordinated debt securities. At year-end
fiscal 2002, ICICI Bank’s outstanding subordinated debt was Rs. 3.7 billion (US$ 76 million). This
debt isclassified as Tier 2 capital in calculating the merged entity’ s capitd adequacy ratio. Under the
Reserve Bank of India s capital adequacy requirements, the merged entity is required to maintain a
minimum ratio of capital to risk adjusted assets and off- balance sheet items of 9.0% effective March

31, 2000, at least half of which must be Tier 1 capital. Total subordinated debt classified as Tier 2
capital cannot exceed 50.0% of Tier 1 capital.

Thefollowing table sets forth, for the periodsindicated, | CICI’ s average outstanding rupee
borrowings based on quarterly balance sheets and by category of borrowing and the percentage
composition by category of borrowing. The average cost (interest expense divided by average of
quarterly balances) for each category of borrowingsis provided in the footnotes.

Year ended March 31,%

1998 1999 2000 2001 2002
Amount % to Amount % to Amount % to Amount % to Amount Amount % to
total total total total total
(in millions, except per centages)
SLRboNAS? ..o Rs. 29949 124% Rs 27936 84% Rs. 26507 65% Rs 23405 4.9% Rs 20518 US$ 420  4.0%
Borrowings from Indian 10431 4.3 9,995 3.0 9194 22 8049 1.7 7,333 150 14
Government®..........coooo.......
Convertible debentures® 518 0.2 518 02 130 01 7 A 7
Other borrowings®®.... 200,960 83.1 293,312 884 373256 91.2 442,718 934 481,928 9870 946
TotAd® .o Rs. 241,858 100.0% Rs.. 331,761 100.0% Rs. 409,087 100.0% Rs. 474,172 100.0% Rs. 509,779 US$10,440 100.0%

(1) Average of quarterly balances at the end of March of the previous fiscal year and June, September, December and
March of that fiscal year for each of fiscal 1998, 1999, 2000 and 2002 and average of quarterly balances at the end of
June, September, December and Mar ch for fiscal 2001.

(2) With an average cost of 10.29% in fiscal 1998, 10.39% in fiscal 1999, 10.33% in fiscal 2000, 10.62% in fiscal 2001 and
11.10% in fiscal 2002.

(3) With an average cost of 10.94% in fiscal 1998, 11.11% in fiscal 1999, 10.85% in fiscal 2000, 10.70% in fiscal 2001 and
10.40% in fiscal 2002.

(4 With an average cost of 12.50% in 1998 and 1999 and 14.38% in fiscal 2000. The convertible debentures were
redeemed on July 17, 1999.

(5) With an average cost of 15.06% in fiscal 1998, 14.53% in fiscal 1999, 13.67% in fiscal 2000, 13.06% in fiscal 2001 and
12.36% in fiscal 2002.

(6) Includes publicly and privately placed bonds, borrowings from institutions and wholesale deposits such as inter -
corporate deposits and certificate of deposits.
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Thefollowing table setsforth, at the dates indicated, certain information related to ICICI’ s short-
term rupee borrowings, which consist of certificates of deposits, inter-corporate deposits and
borrowings from government -owned companies, known commonly as public sector units.

AtMarch 31, @
1998 1999 2000 2001 2002
(in millions, except per centages)

Year-end balance.........cooeeevveiinienien v Rs. 32,306 Rs. 50,585 Rs. 87,758 Rs. 99,997 Rs. 69,135
Average balance during the year @ ............. 27,410 51,098 68,626 100,569 85,056

Maximum quarter-end balance............. 39,501 68,858 90,442 104,412 91,950
Average interest rate during the year @ ....... 10.00% 10.42% 12.38% 10.17% 9.65%
Average interest rate at year-end @ .............. 12.40 12.10 10.82 11.01 9.34

(1) Short-term borrowings include trading li abilities, such as borrowingsin the call market and repurchase
agreements.

(2) Average of quarterly balances at the end of March of the previous fiscal year, June, September, December
and March of that fiscal year for each of fiscal 1998, 1999, 2000 and 2002 and average of quarterly
balances at the end of June, September, December and March for fiscal 2001.

(3) Representstheratio of interest expense on short-term borrowings to the average of quarterly balances of
short-term borrowings.

(4) Representsthe weighted average rate of the short-term borrowings outstanding at fiscal year-end.

The following table setsforth, at the dates indicated, ICICI’ s average outstanding volume of
foreign currency borrowings based on quarterly balance sheets by source and the percentage
composition by source. The average cost (interest expense divided by average of quarterly balances)
for each source of borrowingsis provided in the footnotes.

At March 31, @

1998 1999 2000 2001 2002
% of % of % of % of % of
Amount total  Amount  total Amount total Amount total  Amount  Amount total

(in millions, except per centages)

Commercial borrowings @............... Rs 77437 79.7% Rs 81,140 79.1% Rs 74509 77.4% Rs. 74,745 77.6% Rs73955 US$L515 76.8%
Multilatera borrowings @................ 19,716 20.3 21,483 20.9 21,748 226 21554 224 22,290 456 232
L - I Rs. 97,153 100.0% Rs102,623 100.0% Rs. 96,257 100.0% Rs 96,299 100.0% Rs96,246 US$1,971 100.0%

(1) Average of quarterly balances at the end of March of the previous fiscal year, June, September, December and March of
that fiscal year for each of fiscal 1998, 1999, 2000, 2001 and 2002.

(2) With an average cost of 6.60% in fiscal 1998, 6.15% in fiscal 1999, 5.72% in fiscal 2000, 7.8% in fiscal 2001 and 6.8%
in fiscal 2002.

(3) With an average cost of 5.71% in fiscal 1998, 5.79% in fiscal 1999, 5.53% in fiscal 2000, 4.39% in fiscal 2001 and
4.93% in fiscal 2002.

The following table sets forth, at the date indicated, the maturity profile of ICICI’ s deposits by
type of deposit.

At March 31, 2002

After one After six
month monthsand  After one year
Within and within six within 12 and within After three
one months months threeyears years Total
month
(inmillions)
Interest-bearing deposits:
Savings deposits ........cveeerenienes Rs. — Rs. — Rs. — Rs. — Rs. — Rs. —
Time deposits........ocervrereeernnenns 17 241 966 3,550 2,60¢ 7,380
Nortinterest-bearing deposits:
Demand deposits........cccveeeereereene — — — — — —
Total depoSItS......cvveevmreererereeerernnns Rs. 17 Rs. 241 Rs. 966 Rs. 3,550 Rs. 2,60¢ Rs. 7,380

Thefollowing table setsforth, for the periods indicated, the average volume and average cost of
ICICI’ s deposits by type of deposit.
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Year ended March 3L,®
1998 1999 2000 2001 2002
Amount Cost® Amount Cost® Amount Cost? Amount Cost® Amount Amount Cost®

(in millions, except per centages)
Interest-bearing deposits:

Savings depoSitS........occeeeeererenenes Rs. 832 337% Rs 1633 325% Rs 3530 334% Rs — — Rs - USs —
106

TIME JEPOSItS. ovvvvvvvvveeeesssssmaaas 15,335 9.65 40636 0 64,309 9.31 3,682 13.31% 6,618 135  11.24%
Non-interest-bearing deposits:

Demand deposits.........covvevrrrinns 4,203 — 4,430 — 7443 — — — - —
TOtA JEPOSILS veveeeevrvveeeerenmnrininnne s Rs 20370 7.40% Rs 46699 9.34% Rs 75282 811% Rs 3682 1331% Rs. 661¢ US$135
@ Average of quarterly balances at the end of March of the previous fiscal year and June, September, December and

March of that fiscal year for each of fiscal 1998, 1999, 2000, 2001 and 2002

2 Represents interest expense divided by the average of quarterly balances.

The average volume of deposits at year-end fiscal 2001 and 2002 is not comparable with
fiscal 2000 due to the deconsolidation of ICICI Bank effective April 1, 2000.

Risk M anagement

Asafinancia intermediary, the merged entity is exposed to specific risks that are particular to its
lending and trading businesses and the environment within which it operates. The merged entity’s
goal in risk management is to ensure that it understands, measures and monitors the various risksthat
arise and that the merged entity’ s organization adheres strictly to the policies and procedures which
are established to address these risks. Asafinancial intermediary, the merged entity is primarily
exposed to credit risk, market risk, liquidity risk, operational risk and legal risk.

The merged entity has a central Risk, Compliance and Audit Group with amandate to identify,
assess, monitor and manage all the merged entity’s principal risksin accordance with well-defined
policies and procedures. The Head of the Risk, Compliance and Audit Group reports to the Executive
Director responsible for the Corporate Center, which does not include any business groups, and is thus
independent from the merged entity’ s business units. The Risk, Compliance and Audit Group
coordinates with representatives of the merged entity’ s business units to implement the merged
entity’ s risk methodologies. The Risk, Compliance and Audit Group is accountable to the Audit
Committee of the merged entity’ s board of directors. The Audit Committee of the merged entity’s
board of directors provides direction to the risk management function and also monitors the quality of
the internal audit function. In addition, the Risk Committee of the merged entity’ s board of directors
reviews risk management policiesin relation to various risks including portfolio, liquidity, interest
rate, off-balance sheet and operational risks, investment policies and strategy, and regulatory and
compliance issuesin relation thereto. The Credit Committee of the merged entity’ s board of directors
reviews developmentsin key industrial sectors and the merged entity’ s exposure to these sectors. The
Asset-Liability Management Committee of the merged entity’ s board of directorsis responsible for
managing the balance sheet and reviewing the asset-liability position to manage the merged entity’s
market risk exposure. For a discussion of these Committees, see "Management".

Asshown in the following chart, the Risk, Compliance and Audit Group is organized into six sub-
groups: Credit Risk Rating and Industry Analysis, Market Risk Management, Analytics, Internal
Audit, Retail Risk Management and Credit Policies, Reserve Bank of India Inspection and Credit
Audit. The Analytics Unit devel ops proprietary quantitative techniques and modelsfor risk
measurement.
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Credit portfolio Approval of al audit in information changes on the Reserve Bank of
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aress
Monitoring market Portfolio review
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The merged entity is increasingly integrating risk management, performance measurement and capital
dlocation in a comprehensive integrated framework to alow for better understanding of these areas and
efficient alocation of economic capital.

Credit Risk

In the merged entity’ s lending operations, it is principally exposed to credit risk. Credit risk isthe
risk of loss that may occur from the failure of any party to abide by the terms and conditions of any
financial contract with the merged entity, principally the failure to make required payments on loans
dueto the merged entity. The merged entity currently measures, monitors and manages credit risk for
each borrower and also at the portfolio level. The merged entity has a structured and standardized
credit approval process, which includes a well -established procedure of comprehensive credit
appraisal.

Credit Risk Assessment Procedures for Corporate Loans

In order to assess the credit risk associated with any financing proposal, the merged entity
assesses avariety of risks relating to the borrower and the relevant industry. Borrower risk is
evaluated by considering:

the financial position of the borrower by analyzing the quality of its financial statements, its
past financial performance, itsfinancial flexibility in terms of ability to raise capital and its
cash flow adequacy;

the borrower's rel ative market position and operating efficiency; and
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the quality of management by analyzing their track record, payment record and financial
conservatism.

Industry risk is evaluated by considering :

certain industry characteristics, such as the importance of the industry to the economy, its
growth outlook, cyclicality and government policies relating to the industry;

the competitiveness of the industry; and

certain industry financials, including return on capital employed, operating margins and
earningsstability.

After conducting an analysis of a specific borrower's risk, the Credit Risk Rating and Industry
Analysis group assigns a credit rating to the borrower. The merged entity has a scale of 10 ratings
ranging from AAA to B and an additional default rating of D. Credit rating isacritical input for the
credit approval process. The merged entity uses studies on the historical default patterns of loansin
order to predict defaults. The merged entity determines the desired credit risk spread over its cost of
funds by considering the borrower's credit rating and the default pattern corresponding to the credit
rating. Every proposal for afinancing facility is prepared by the relevant business unit and reviewed
by the appropriate industry specialistsin the Credit Risk Rating and Industry Analysis group before
being submitted for approval to the appropriate approval authority. The approval process for non-fund
facilitiesis similar to that for fund-based facilities. The credit rating for every borrower isreviewed at
least annually and istypically reviewed on a quarterly basis for higher risk credits and large
exposures. The merged entity also reviews the ratings of al borrowersin a particular industry upon
the occurrence of any significant event impacting the industry.

Working capital loans are generally approved for a period of 12 months. At the end of 12 months,
the merged entity reviews the loan arrangement and the credit rating of the borrower and takes a
decision on continuation of the arrangement and the changes in the loan covenants as may be
necessary.

Credit Approval Proceduresfor Corporate Loans

Project Finance Procedures

The merged entity has a strong framework for the appraisal and execution of project fi nance
transactions. The merged entity believesthat this framework creates optimal risk identification,
alocation and mitigation, and helps minimize residual risk.

The project finance approval process begins with a detailed evaluation of technical, commercial,
financial, marketing and management factors and the sponsor's financial strength and experience.
Once thisreview is completed, an appraisal memorandum is prepared for credit approval purposes. As
part of the appraisal process, arisk matrix is generated, which identifies each of the project risks,
mitigating factors and residual risks associated with the project. The appraisal memorandum analyzes
the risk matrix and establishes the viability of the project. Typical key risk mitigating factorsinclude
the commitment of stand-by funds from the sponsors to meet any cost overruns and a conservative
collateral position. After credit approval, aletter of intent isissued to the borrower, which outlines the
principal financial terms of the proposed facility, sponsor obligations, conditions precedent to
disbursement, undertakings from and covenants on the borrower. After completion of all formalities
by the borrower, aloan agreement is entered into with the borrower.

In addition to the above, in the case of structured project finance in areas such as infrastructure
and ail, gas and petrochemicals, as a part of the due diligence process, the merged entity appoints
consultants, wherever considered necessary, to advise the lenders, including technical advisors
business analysts, legal counsel and insurance consultants. These consultants are typically
internationally recognized and experienced in their respective fields. Risk mitigating factorsin these
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financings generally also include creation of debt servicereserves and channeling project revenues
through atrust and retention account.

The merged entity’s project finance credits are generally fully secured and have full recourse to
the borrower. In most cases, the merged entity has a security interest and first lien on all the fixed
assets and a second lien on all the current assets of the borrower. Security interests typically include
property, plant and equipment as well as other tangible assets of the borrower, both present and future.
Typically, itisthe merged entity’ s practice to lend between 60.0% and 80.0% of the appraised value
of thistype of collateral securities. It may take several months to complete the registration of these
security interestsin India. The merged entity’ s borrowers are required to maintain comprehensive
insurance on their assets where the merged entity is recognized as payee in the event of loss. In some
cases, the merged entity also takes additional collateral in the form of the corporate or personal
guarantees from one or more sponsors of the project and a pledge of the sponsors' equity holding in
the project company. In certain industry segments, the merged entity also takes security interest in
relevant project contracts such as concession agreements, off-take agreements and construction
contracts as part of the security package. In limited cases, |oans are also guaranteed by commercial
banks and, in the past, have also been guaranteed by Indian state governments or the government of
India

It isthe merged entity’ s current practice to disburse funds after the entire project funding is
committed and all necessary contractual arrangements have been entered into. Funds are disbursed in
tranches to pay for approved project costs as the project progresses. When the merged entity appoints
technical and market consultants, they are required to monitor the project's progress and certify all
disbursements. The merged entity also requires the borrower to submit periodic reports on project
implementation, including orders for machinery and equipment as well as expenses incurred. Project
completion is contingent upon satisfactory operation of the project for a certain minimum period and,
in certain cases, the establishment of debt service reserves. The merged entity continues to monitor
the credit exposure until itsloans are fully repaid.

Corporate Finance Procedures

The merged entity’ s corporate finance activities are usually restricted to clients with a high
investment grade credit rating. As part of the corporate |oan approval procedures, the merged entity
carries out a detailed analysis of funding requirements, including normal capital expenses, longterm
working capital requirements and temporary imbalancesin liquidity. The merged entity’ s funding of
long-term core working capital requirements is assessed on the basis, among other things, of the
borrower's present and proposed level of inventory and receivables. In case of corporate |oans for
other funding requirements, the merged entity undertakes a detailed review of those requirements and
an analysis of cash flows. A substantial portion of the merged entity’ s corporate finance loans are
secured by appropriate assets of the borrower.

The focus of the merged entity’ s structured corporate finance productsis on cash flow based
financings. The merged entity has a set of distinct approval procedures to evaluate and mitigate the
risks associated with such products. These procedures include:

carrying out a detailed analysis of cash flows to accurately forecast the amounts that will be
paid and the timing of the payments based on an exhaustive analysis of historical data;

conducting due diligence on the underlying business systems, including a detailed evaluation
of the servicing and collection procedures and the underlying contractual arrangements; and

paying particular attention to the legal, accounting and tax issues that may impact any
structure.

The merged entity’ sanalysis enablesit to identify risks in these transactions. To mitigate risks,
the merged entity uses various credit enhancement techniques, such as over-collateralization, cash
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collateralization, creation of escrow accounts and debt service reserves and performance guarantees.
Theresidual risk istypically managed by complete or partial recourse to the borrowing company
whose credit risk is evaluated as described above. The merged entity also has a monitoring framework
to enable continuous review of the performance of such transactions.

Working Capital Finance Procedures

The merged entity carries out adetailed anal ysis of its borrowers working capital requirements.
Credit limits are approved in accordance with the approval authorization approved by the merged
entity’ s board of directors. Once credit limits are approved, the merged entity cal culates the amounts
that can be lent on the basis of monthly statements provided by the borrower and the margins
stipulated. Quarterly information statements are al so obtained from borrowers to monitor the
performance on aregular basis. Monthly cash flow statements are obtained wherever considered
necessary. Any irregularity in the conduct of the account is reported to the appropriate authority on a
monthly basis. Credit limits are reviewed on an annual basis.

Working capital facilities are primarily secured by inventories and r eceivables. Additionaly, in
certain cases, these credit facilities are secured by personal guarantees of directors, or subordinated
security interests in the tangible assets of the borrower including plant and machinery.

Investment Banking Procedures

ICICI Securities provides investment banking services, including corporate advisory, fixed
income and equity services, to corporate customers. All investment banking mandates, including
underwriting commitments, are approved by ICICI Securities Commitments Committee. This
committee consists of the Managing Director and the Senior Vice-President of 1CICI Securities.

ICICI Securitiesisregistered with the Securities and Exchange Board of India as a merchant
bank. In that capacity, |CICI Securities has decided not to engage in any lending and leasing activities
and conducts only activities related to the securities markets.

Credit Approval Authority for Corporate Loans

The merged entity has established four levels of credit approval authorities for its corporate
banking activities, the Credit Committee of the board of directors, the Committee of Directors, the
Committee of Executives (Credit) and the Regional Committee (Credit). The Credit Committee has
the power to approve al financial assistance. The merged entity’s board of directors has delegated the
authority to the Committee of Directors, consisting of the merged entity's executive directors, to the
Committee of Executives (Credit) and the Regional Committee (Credit), both consisting of
designated executives of the merged entity, to approve financial assistance to any company within
certain individual and group exposure limits set by the board of directors.

The following table sets forth the composition and the approval authority of these committees.

Committee Members Approval Authority
Credit Committee of the board Chaired by an independent director and - All approvals to companies with rating below BBB,
of directors consisting of amajority of independent pursuant to the merged entity’ sinternal credit rating

directors. policy.
- All approvals (in practice, generaly above the
prescribed authority of the Committee of
Directors).
Approvals to companies identified by the Credit
Committee where the company or the borrower
group requires close monitoring.
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Committee of Directors Chaired by the Managing
Director and Chief Executive Officer
and congisting of all
executive directors.

Committee of Executives Consisting of heads of client

(Credit) relationship groups, retail assets,
treasury, international banking,
structured products and portfolio

management and project finance, with .
Chief Financia Officer and Head-Risk,

Compliance and Audit Group as
permanent invitees.

Regional Committee (Credit)  Consisting of regional r epresentatives
of various client relationship groups
and arepresentative of Structured
Finance and Portfolio Management
Group, with a representative of Risk,
Compliance and Audit Group asa
permanent invitee.

All approvals above the prescribed authority of the
Committee of Executives (Credit) subject to the
following total exposure limits:

(€
Up to 10.0% of the merged entity's capital funds
to asingle entity; and
Up to 30.0% of the merged entity's capital funds
to asingle group of companies.

Approvals subject to the following total exposure limits:

Up to Rs. 3.0 hillion (US$ 61.4 million) for each
company with an internal credit rating of AAA;
Upto Rs. 2.0 hillion (US$ 41.0 million) for each
company with an internal credit rating of AA+ or
AA;

Up to Rs. 1.0 hillion (US$ 20.5 million) for a
company with an internal rating of AA- or A+;
Up to Rs. 500.0 million (US$ 10.2 million) for each
company with an internal credit rating of A;
Up to Rs. 50.0 million (US$ 1.0 million) for each
company with an internal credit rating of A-; and
Up to Rs. 30.0 million (US$ 614,376) for each
company with an internal credit rating of BBB.

Approvals subject to the following total exposure limits:
Upto Rs. 1.5 hillion (US$ 30.7 million) for each
company with an internal credit rating of AAA;
Upto Rs. 1.0 billion (US$20.5 million) for each
company with an internal credit rating of AA+ or
AA;
Up to Rs. 500.0 million (US$ 10.2 million) for a
company with an internal rating of AA- or A+;
Up to Rs. 250.0 million (US$ 5.6 million) for each
company with an internal credit rating of A; and
Up to Rs. 30.0 million (US$ 614,376) for each
company with an internal credit rating of A-.

In all cases, subject to adherence to limits on the merged

1
entity's capital funds( ) imposed on the Committee of
Directors as mentioned above.

(1) Capita funds consist of Tier-1 and Tier-2 capital, as defined in the Reserve Bank of Indiaregulations,
under Indian GAAP. See “ Supervision and Regulation — Capital Adequacy Requirements”.

All new loans must be approved by the above committees in accordance with their respective
powers. Certain designated executives are authorized to approve:

ad-hoc/ addi tional working capital facilities not exceeding the lower of 10.0% of existing

approvedfacilities and Rs. 20 million (US$ 409,584);

temporary accommodation not exceeding the lower of 20.0% of existing approved facilities and Rs. 10

million; and

facilities fully secured by deposits, cash margin, letters of credit of approved banks or approved

sovereign debt instruments.

Credit Monitoring Procedures for Corporate Loans

The Credit Middle Office Group monitors compliance with the terms and conditions for credit
facilities prior to disbursement. It also reviews the completeness of documentation, creation of
security and insurance policies for assets financed. All borrower accounts are reviewed at least once a
year. Larger exposures and lower rated borrowers are reviewed more frequently.
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Retail Loan Procedures

The merged entity’ s retail credit products presently include automobile loans, home loans, loans
for consumer durable products, commercial vehicles and farm and construction equipment, two
wheelers, personal loans and credit cards. The merged entity also funds dealers who sell automobiles,
two wheelers, consumer durables and commercial vehicles. The merged entity also provides loans
against time deposits and loans against shares, including for subscriptions to initial public offerings of
Indian companies. The merged entity’ s borrowers are typically middle and high-income, salaried or
self-employed individuals, and, in some cases, partnerships and corporations. Except for personal
loans and credit cards, the merged entity requires a contribution from the borrower, typically up to
15.0% of the value of the assets purchased, and the merged entity’ s loans are secured by the asset
financed.

The Retail Asset Product Group isresponsible for the merged entity’ sretail lending business.
Thisissub-divided into various product lines. Each product line is further sub-divided into separate
sales and marketing and credit groups. The Risk, Compliance and Audit Group, which is independent
of the business groups, approves all new retail products and product policies and credit approval
authorizations. All products and policies require the approval of the Committee of Directors
comprising all the executive directors. All credit approval authorizations require the approval of the
merged entity’s board of directors.

The merged entity has an established process for evaluating and selecting its dealers and
franchisees and there is a clear segregation between the group responsible for originating loans and
the group that approves the loans. A centralized set of risk assessment criteria has been created for
retail lending operations after approval by the Risk, Compliance and Audit Group. These criteriavary
across product segments but typically include factors such as borrower's income, the loan-to-vaue
ratio and certain stability factors. The loan approval authority is delegated to credit officers, subject to
loan amount limits, which vary across different loan products.

Credit officers approve loansin compliance with the risk assessment criteria. External agencies
are used to facilitate a comprehensive due diligence process including visits to office or homein the
case of loans to individual borrowers. Before disbursements are made, the credit officer conducts a
centralized check and review of the borrower's profile.

In order to limit the scope of individual discretion in the loan assessment and approval process,
the merged entity has implemented a credit-scoring program for credit cards. The merged entity has
also implemented a credit-scoring program for certain variants within the consumer durables business.
The credit-scoring program is an automated credit approval system for evaluating loan applications by
assigning a credit score to each applicant based on certain demographic attributes like earnings
stability, educational background and age. The credit score then forms the basis of 1oan evaluation.
Though aformal credit bureau does not operate in India, the merged entity avails the services of some
private agencies operding in Indiato check applications before disbursement.

The merged entity has a separate retail credit team, which undertakes review and audit of credit
quality across each credit approval team. The merged entity has established centralized operations to
manage operating risk in the various back office processes of itsretail loan business except for afew
operations which are decentralized to improve turnaround time for the merged entity’s customers. The
Risk, Compliance and Audit Group conducts an independent audit of processes and documents at
periodic intervals. Aswith the merged entity’ s other retail loan business, the merged entity
emphasi zes conservative credit standards, including credit scoring and strict monitoring of repayment
patterns, to optimize risks associated with the credit cards business.

The merged entity has a collections unit independent of the various product lines, to manage
delinquency levels. The collections unit operates under the guidelines of a standardized recovery
process. Themerged entity also makes use of external collection agentsto aid the merged entity in its
collection efforts, including collateral repossession in accounts that are overdue for more than 90
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days. A fraud control department has been set up to manage level s of fraud, primarily through fraud
prevention in the form of forensic audits and also through recovery of fraud losses. The fraud control
department is aided by specialized agencies. External agencies for collections are strictly governed by
standardized process guidelines. External agencies are also used to facilitate a comprehensive due
diligence process including property valuation prior to the approval of home loans and visits to home
or officein the case of loansto individual borrowers.

In additionto the aboveretail loan products, the merged entity’s Rural Micro Banking Group
providesloansto self-help groups, rural agencies, as well as certain categories of agricultural loans
and loans under government-sponsored schemes. These loans are typically of small amounts. The
credit approval authorization approved by the board of directors of the merged entity requires that all
such loans above Rs. 1.5 million (US$ 30,719) be approved by the Committee of Directors
comprising al the executive directors, while the authority to approve loans up to Rs. 1.5 million (US$
30,719) has been delegated to designated executives.

Quantitative and Qualitative Disclosures About Market Risk

Market risk isthe exposure to loss arising from changes in the value of afinancial instrument as a
result of changes in market variables such as interest rates, exchange rates and asset prices. The prime
source of market risk for the merged entity isthe interest raterisk it is exposed to as afinancial
intermediary, which arises on account of its asset liability management activities. The other elements
of market risk to which it has exposures are liquidity risk, price risk on its trading positions, equity
risk on itsinvestments in equity securities and exchange risk on account of foreign currency
eXposures.

Market Risk Management Procedures

The board of directors of the merged entity, reviews and approves the policies for the
management of market risks. The board has del egated the responsibility for market risk management
to the Risk Committee and the Asset Liability Management Committee. The Joint Managing Director
chairsthe Asset Liability Management Committee and all four executive directors are members of the
Committee. The Committee generally meets on a monthly basis and reviews the merged entity’s
interest rate and liquidity gap position, formulates a view on interest rates, sets deposit and benchmark
lending rates, reviews the business profile and itsimpact on asset liability management and
determines the business strategy, as deemed fit, in light of the current and expected business
environment. The committee reports to the Risk Committee of the Board of Directors. A mgjority of
the members of the Risk Committee are non-executive directors and the Committee is chaired by a
non-executive director.

The Asset Liability Support Group which reportsto the Chief Financial Officer, isresponsible for
measuring and monitoring liquidity and interest rate risk on the merged entity’ s asset-liability
positions. An independent Market Ri sk Management Group, which is part of the Risk, Compliance
and Audit Group, exercises control over the process of market risk management in the merged entity,
and recommends changes in processes and methodologies for quantifying and assessing market risk,
that it feels are necessary. All new products and market risk policies are submitted for consideration to
this group and only thereafter presented to the Asset-Liability Management Committee for approval.
The Asset-Liability Management Committee also setsmarket risk limits for the trading activities of
the merged entity.

Interest Rate Risk

ICICI Bank

Since ICICI Bank’s balance sheet consisted predominantly of rupee assets and liabilities,
movements in domestic interest rates constituted the main source of interest rate risk. Its portfolio of
traded debt securities and its loan portfolio were negatively impacted by an increase in interest rates.
Exposure to fluctuations in interest rates was measured primarily by way of gap analysis, providing a
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static view of the maturity and re-pricing characteristics of balance sheet positions. An interest rate
gap report is prepared by classifying all assets and liabilities into various time period categories
according to contracted maturities or anticipated re-pricing dae. The difference in the amount of
assets and liabilities maturing or being re-priced in any time period category, would then give an
indication of the extent of exposure to therisk of potential changesin the margins on new or re-priced
assets and liabilities. 1CICI Bank prepared interest rate risk reports on aweekly basis. The same were
reported to the Reserve Bank of Indiaon a quarterly basis up to September 2001 and on a monthly
basis thereafter.

ICICI Bank’s core business was deposit taking and | ending, in both rupees and foreign currencies,
as permitted by the Reserve Bank of India. Asthe rupee market differs significantly from the foreign
markets, the gap positionsin these markets are different.

In the Indian market, |CICI Bank’ s liabilities were mostly at fixed rates of interest for fixed
periods. However, it had a mix of floating and fixed interest rate assets. |CICI Bank had term-based
prime lending rates. ICICI Bank quoted interest rates for its short-term working capital loan products
as amark-up over the relevant prime lending rate, effectively making these floating rate loans. ICICI
Bank’s corporate loan portfolio consisted principally of working capital loans, which were on a
floating rate basis.

ICICI Bank’sforeign currency liabilities, which were primarily deposits from non-resident
Indians, were at fixed rates. A large portion of its foreign currency loans were on afloating rate basis.
On account of this re-pricing mismatch, |CICl Bank had entered into Interest Rate Swaps (ICICI
Bank paid afloating rate and received afixed rate). Foreign currency liabilities, net of foreign
currency loans, enabled ICICI Bank to raise rupee liquidity quickly by way of currency swaps, which
helped it to address liquidity risk, if any.

Thefollowing tables set forth for both ICICI Bank’sloan portfolio and trading portfolio, at the
date indicated, its asset-liability gap position.

At March 31, 2002(1)(7)

Greater than
oneyear and
Total within up to five Greater than
0-28 days 2990 days 91-180 days 6-12 months oneyear years fiveyears Total
(inmillions)

Loans net ... Rs 6679 Rs 37925 Rs 2354 Rs 7901 Rs 54859 Rs 15453 Rs 2162 Rs 72474
Securities..... 3,507 17,525 11,479 79,882 112,393 41,216 26,443 180,052
- - 4,831 4,831
812 2,245 10,931 7,468 21,456 338 4,281 26,075
58,396 1,175 8,164 - 67,735 212 20,018 87,965
2,229 3,480 3,772 12,608 22089 1041 10,278 33,408

Rs 71623 Rs 62350 Rs 36700 Rs 107859 Rs. 278532 Rs 58260 Rs 68,013 Rs. 404,805

Rs - Rs - Rs - Rs - Rs - Rs - Rs 18150 Rs. 18,150
- 38 452 882 1372 2,101 2,267 5,740

44,166 58,552 60,166 95,689 258,573 29,298 37,350 325,221
23,144 4 12,608 35,756 19,938 55,694

Rs 67310 Rs 5859 Rs 60618 Rs 109179 Rs 295701 Rs 31399 Rs  7//06 Rs 404805
Rs 4313 Rs 37% Rs (23918) Rs (1320) Rs (17169) Rs 2681 Rs  (96%)

(1) Assetsand ligbilities are classified into the applicable categories, based on residua maturity or re-pricing
date whichever is earlier. Classification methodol ogies have been based on the Asset Liability Management
Guidelines issued by the Reserve Bank of India, which were effective from April 1, 2000.

(2 Itemsthat neither mature nor re-price are included in the “ greater than five years’ category. This includes
equity and fixed assets.

(3 Nonperforming loans are classified in the “ greater than five years’ category.
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(4) Based on past trends and the Asset Liability Management Guidelines issued by the Reserve Bank of India,
the entire amount of non-interest-bearing non maturity deposit accounts have been classified in the “greater
than five years’ category.

(5) Based on past trends and the Asset Liability Management Gui delines issued by the Reserve Bank of India,
75.0% of interest-bearing norrmaturity deposit accounts have been classified in the “91-180 days’ category
and 25.0% in the “greater than five years’ category.

(6) The categorization for these items is different from that reported in the financia statements.

(7) Cash and cash equivaents include balances with the Reserve Bank of India required by its cash reserve
ratio requirement. These balances are held in the form of overnight cash deposits but ICICI Bank classified
the interest sensitive portion of these balances under the “91-180 days’ category and the remainder in the
“greater than five years’ category.

The following table setsforth, at the date indicated, the amount of 1CICI Bank’ s loans with
residual maturities greater than one year that had fixed and variable interest rates.

At March 31, 2002
Fixed rate Variablerate Total
loans loans
(in millions)
LLOBINS.. .. ueete ettt ettt ettt ettt e s ebe b e ae et e et e be et e ate sheeaneeenreas Rs.14,441 Rs. 8,769 Rs. 23,211

ICICI

ICICI’ s balance sheet consisted predominantly of rupee assets and liabilities. Hence, movements
in rupeeinterest rates were the main source of interest rate risk. ICICl al'so monitored interest rate risk
associated with its trading activities and its asset and liability management activities, by different
approaches, as described below. Based on ICICI’ s asset-liability position at year-end fiscal 2002 and
fiscal 2001, ICICI's portfolio of traded debt securities and loan portfolio were negatively impacted by
an increase in interest rates.

ICICI also measured exposure to interest rate risk primarily by the use of gap analysis, which
provides a static view of the maturity and re-pricing characteristics of balance sheet positions. ICICI
prepared interest rate sensitivity reports on afortnightly basis for fiscal 2002. Interest rate risk was
further monitored by the interest rate risk limits approved by the Resources, Treasury and Asset-
Liability Management Committee.

ICICI’ s business activities involved lending and borrowing in rupees as well as foreign
currencies. These activities exposed ICICI to interest rate risk. Asthe rupee market is significantly
different from the international currency markets, gap positions in these markets differ significantly.

In the rupee market, most of ICICI's borrowing and lending took place at fixed rates of interest.
ICICI usually borrowed for afixed period with a one-time repayment on maturity, with some
borrowings having European call/put options, exercisable only on specified dates, attached to them.
However, ICICl'sloans generally were repaid more gradually, with principal repayments being made
over thelife of the loan. ICICI had well-established systems to monitor and minimize asset and
liability mismatches.

In contrast to ICICl's rupee loans, alarge proportion of ICICl's foreign currency loans were
floating rate loans. These loans were generally funded with floating rate foreign currency funds. In
addition, ICICI'sfixed rate foreign currency loans were generally funded with fixed rate foreign
currency funds. ICICI generdly converted all its foreign currency borrowingsinto floating rate dollar
liabilities through the use of interest rate and currency swaps with leading international banks. Asa
consequence of all these steps, the foreign currency gaps were generally significantly lower than
rupee gaps, representing a considerably lower exposure to fluctuations in foreign currency interest
rates.

For fiscal 2002, ICICI continued to follow athree-tier prime rate structure, namely, a short-term
prime rate for one-year loans or loans that re-price at the end of one year, amedium-term prime rate
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for oneto three year loans and along-term prime rate for loans with maturities greater than three
years. Interest rate risk on undisbursed commitments was sought to be eliminated by fixing interest
rates on rupee loans at the time of loan disbursement.

The following table sets forth, at the date indicated, ICICI’ s asset-liability gap position.

At March 31, 2002 V©®
Lessthan or Greater thanone  Greater than

equal tooneyear year and up to fiveyears Total
fiveyears
(in millions)
LOANS, NEL oo Rs. 140,137 Rs. 214,803 Rs. 168,661 Rs. 523,601
SECUMTIES .ttt 6,807 21,845 42,963 71,615
FIXEO GSSELS......ceveiieeeiereiie e - - 12,949 12,949
Other assets™..........oovvereeecieseeeeeese s 81,572 2,905 53,183 137,665
TOAl @SSALS .ueevieeieeeeie et 228516 239,553 277,761 745,830
Stockholders' eQUILY ......veeveecieeiiecie e see e - - 71,161 71,161
DEB ... s 202,926 229,234 87,415 519,575
Other liabilities® 92,681 5,787 56,626 155,004
Total liahilities.......cooeeiirieceee e 295,607 235,021 215,202 745,830
Total gap beforerisk management positions.......... (67,091) 4,532 62,559 -
Risk management positions ...........ccceceverveseeenenn. (22,697) 13,422 9,275 -
Total gap after risk management positions............. Rs. (89,788) Rs. 17,954 Rs. 71,834 Rs. —

(1) Assatsand liahilities are classified into the applicable categories, based on residual maturity or re-pricing
date whichever is earlier.

(2) Itemsthat neither re-price nor mature are included in the "greater than five years' category. This includes
issued equity share capital, aswell as al equity investments other than those held as part of the trading
portfalio.

(3) Impaired loans of residua maturity less than three years are classified in the "greater than one year and up
to five years' category and impaired loans of residual maturity between three to five years are classified in
the "greater than five years' category.

(4) Loan funds dedicated to the trading portfolio have been classified as assets in the "less than or equal to one
year" category.

(5 The risk management positions comprise foreign currency and rupee swaps. The risk management position
has been adjusted for a sum of Rs. 380 million on account of revaluation of swaps.

(6) The categorization for these items is different from that reported in the financial statements.

The following table setsforth, at the date indicated, the amount of ICICI’ sloans with residual
maturities greater than one year that had fixed and variable interest rates.

At March 31, 2002
Fixed rate Variablerate Total

Loans loans
(in millions)
LLOBINS.....cueete ettt ettt ettt ettt e be et e ae et e eat e te et ate nheeareeannes Rs.306,311 Rs. 92,349 Rs.398,661

Merged entity

The merged entity’s core business is deposit taking and lending, in both rupees and foreign
currencies, as permitted by the Reserve Bank of India. In the Indian market, the mergedentity’s
liabilities are mostly at fixed rates of interest for fixed periods. However, it has amix of floating and
fixed interest rate assets. The merged entity follows athree-tier prime rate structure namely, a short-
term prime rate for one year term | oans or loans that re-price at the end of one year, amedium-term
prime rate for one to three year loans and a long-term prime rate for loans with maturities greater than
three years. In addition, it follows a specific short-term prime rate for short-term working capital
products. Immediately after the merger, the loan portfolio consists of project lending whichislargely
on afixed rate basis, working capital loans which are largely on afloating rate basis and retail loans
which include fixed and floating rate loans. The term loans portfolio has principal amortizing over the
life of the loan.
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The merged entity’ sforeign currency liabilities consist of commercial borrowings, multi-
lateral/bilateral lines of credit and deposits from nonresident Indians. The deposits bear a fixed rate
of interest. A large portion of the foreign currency loan portfolio is floating rate. These are generally
funded with floating rate foreign currency funds. The merged entity generally converts a substantial
portion of itsforei gn currency borrowingsinto floating rate dollar liabilities through the use of cross-
currency interest rate swaps. Foreign currency liabilities, net of foreign currency loans, are agood
source of rupee liquidity, by way of currency swaps.

The merged entity actively uses interest rate derivatives to manage its asset and liability
positions. The merged entity and its subsidiary, ICICI Securities, are both active participantsin the
interest rate swap market. However, since these markets are currently ableto support only very small-
sized transactions and limited maturities, the merged entity is constrained to follow a strategy of cash
flow matching on a portfolio basisin order to contain asset-liability mismatches and manage the
duration of its government securities portfolio. Cash flow matching is done as far as feasible, through
the management of the maturity structure of incremental assets and liabilities. However, even using
thisroute, given the highly illiquid nature of the domestic debt market, it is not always possible to
achieve a perfect hedge. Therefore, the merged entity isleft with residual risk which it seeksto
monitor through the interest rate gap and sensitivity analysis.

Price Risk (Loan Portfolio)
ICICI Bank

The following tables set forth, using the balance sheet at year-end fiscal 2002 as the base, one
possible prediction of the impact of changesin interest rates on net interest revenue for fiscal 2003,
assuming a paralel shift inyield curve at year-end fiscal 2002.

At March 31, 2002

Changein interest rates
(in basis points)

(100) (50) 50 100
(in millions, except per centages)
RuUpee portfolio........covvieieeiiiiic e Rs. 232 Rs 116 Rs. (116) Rs. (232
Foreign currency portfolio...........c.ccooveviiiiiiciieee (30) (15) 15 30
TOAl e e Rs. 202 Rs. 101 Rs. (101) Rs. (202
Profit/(loss) as a % of net income.........cccoceevveveneenne 9.9% 5.0% (5.0%) (9.9%)

Based on ICICI Bank’s asset and liability position at year-end fiscal 2002, the sensitivity model
shows that net interest revenue from the loan portfolio for fiscal 2003 would fall by Rs. 202 million
(US$ 4 million) if interest rates increased by 100 basis points during fiscal 2003. Conversely, the
sensitivity model showsthat if interest rates decreased by 100 basis points during fiscal 2003, net
interest revenue for fiscal 2003 would rise by Rs. 202 million (US$ 4 million). The amount of Rs. 202
million constituted 9.9% of ICICI Bank’s net income for fiscal 2002.

ICICI

The following table sets forth, using the balance sheet at year-end fiscal 2002 as the base, one
possible prediction of the impact of changesin interest rates on net interest revenue for fiscal 2003,
assuming a parallel shift in yield curve at year -end fiscal 2002.
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At March 31, 2002
Changein interest rates
(in basis points)

(