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Exich Srget et =T wE W fewed (%)
D) T2 % 3 FFR Tg AR 75.07
2) Qe % it TR 100.00
3) BT IF 3% R 92.33
4) Qe % it ufaren 100.00
5) RT &% A ZEUHR 75.01
6) T o 3T HHRT T deeHa d% fafiee (28 e 2011 T%) 100.00
7) T & o7 Hfed Ay e 100.00
8) T & o S e fafrs 100.00
9) gt o1 Fu g S A 100.00
10) gt o1 ey dud s 100.00
1) & o7E € U uF o s 71.56
12) T #t 3 R wUE g S L o 100.00
13) g &t o1 eliwet heed fo. 86.82
14) g & 37E v e . fo 98.15
15) T & 37 - T T ReReS afdeT . o 65.00
16) T o 3ME A TYANE et e 74.00
17) g &t emg G gD . o, 100.00
18) Qe % e e (Fe) 100.00
19) Qe % 34 fear (SHiomitan) 100.00
20) g o o7 (Fv) fafes 93.40
21) & d wg e eng gEmiEn 76.00
22) uH S 3 &9 (7 F) fo. 100.00
23) T & 3 FHE UE THe e o, fafes 60.00
24) uH & 7 ey Adee . for. 63.00
25) T off 3 EH AT ot . 74.00
26) Fafdiae 3 1% e Tauadr, qrep 60.00
27) ATl T o 37 A . 55.05
28) o ft o1ty Ao (FeTee) . fo. 63.00
29) ww o o1 & () fafes 100.00

1.2.2 3T SHfeha Sufat S Sl TgE Sah §, S e ol THE-TTH 27 § STTER ST SR W R T g
Easico SR ST T AW wgE @ e (%)
1) T U ey . 49.00
2) i Hfee fasmg mog faede gfdag o fo 40.00
3) wg ot o1 Al TR At . for 45.00
4) gt o Al SRR T O f 45.00
5) 1538 wg & o AR Haeie . f 45.00
6) Aol g ff o prgaR g o 45.00
7) 3 Efear e soReHe e - g S . fo 50.00
8) A e S e by - Aawie St . fo. 50.00
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STATE BANK OF INDIA (CONSOLIDATED) AS ON 31.03.2012
TABLE DF-1
SCOPE OF APPLICATION

1 Qualitative Disclosures
1.1 Parent: State Bank of India is a parent company to which the Basel Il Framework applies.
1.2  Entities constituting State Bank Group

The consolidated financial statements of the group conform to Generally Accepted Accounting Principles (GAAP) in India, which comprise the statutory
provisions, Regulatory / Reserve Bank of India (RBI) guidelines, Accounting Standards / guidance notes issued by the ICAI. The following Subsidiaries /
Joint Ventures and Associates constitute the State Bank Group:

1.2.1 Fully Consolidated Entities: The following Subsidiaries and Joint Ventures (which are also subsidiaries) are fully consolidated on a line by line basis as per
Accounting Standard AS 21:

S.No Name of the Subsidiary Group’s Stake (%)
1) State Bank of Bikaner & Jaipur 75.07
2) State Bank of Hyderabad 100.00
3) State Bank of Mysore 92.33
4) State Bank of Patiala 100.00
5) State Bank of Travancore 75.01
6) SBI Commercial & International Bank Ltd. (upto 28th July, 2011) 100.00
7) SBI Capital Markets Ltd. 100.00
8) SBICAP Securities Ltd. 100.00
9) SBICAP Trustee Company Ltd. 100.00
10) SBICAPS Ventures Ltd. 100.00
11) SBI DFHI Ltd. 71.56
12) SBI Mutual Fund Trustee Company Pvt. Ltd. 100.00
13) SBI Global Factors Ltd. 86.18
14) SBI Pension Funds Pvt. Ltd. 98.15
15) SBI — SG Global Securities Services Pvt. Ltd. 65.00
16) SBI General Insurance Company Ltd. 74.00
17) SBI Payment Services Pvt. Ltd. 100.00
18) State Bank of India (Canada) 100.00
19) State Bank of India (California) 100.00
20) SBI (Mauritius) Ltd. 93.40

21) PT Bank SBI Indonesia 76.00
22) SBICAP (UK) Ltd. 100.00
23) SBI Cards and Payment Services Pvt. Ltd. 60.00
24) SBI Funds Management Pvt. Ltd. 63.00
25) SBI Life Insurance Company Ltd. 74.00
26) Commercial Bank of India LLC, Moscow 60.00
27) Nepal SBI Bank Ltd. 55.05
28) SBI Funds Management (International) Pvt. Ltd. 63.00
29) SBICAP (Singapore) Ltd. 100.00
1.2.2Pro Rata Consolidated Entities: The following entities which are Joint Ventures are consolidated pro-rata as per Accounting Standard - AS27:

S.No Name of the Joint Venture Group’s Stake (%)
1) C Edge Technologies Ltd. 49.00
2) GE Capital Business Process Management Services Pvt. Ltd. 40.00
3) SBI Macquarie Infrastructure Management Pvt. Ltd. 45.00
4) SBI Macquarie Infrastructure Trustee Pvt. Ltd. 45.00
5) Macquarie SBI Infrastructure Management Pte. Ltd. 45.00
6) Macquarie SBI Infrastructure Trustee Ltd. 45.00
7) Oman India Joint Investment Fund-Trustee Company P Ltd 50.00
8) Oman India Joint Investment Fund-Management Company P Ltd 50.00
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1.2.3 All the Subsidiaries, Joint Ventures and Associates of State Bank are consolidated. Hence there is no entity which is excluded from consolidation.

13

2.2

In addition to the above mentioned Subsidiaries and Joint Ventures, the following Associates are consolidated as per Equity Accounting in terms of AS 23:

S.No Name of the Associate Group's Stake (%)
1) Andhra Pradesh Grameena Vikas Bank 35.00
2) Arunachal Pradesh Rural Bank 35.00
3) Chhatisgarh Gramin Bank 35.00
4) Ellaquai Dehati Bank 35.00
5) Meghalaya Rural Bank 35.00
6) Krishna Grameena Bank 35.00
7) Langpi Dehangi Rural Bank 35.00
8) Madhya Bharat Gramin Bank 35.00
9) Mizoram Rural Bank 35.00
10) Nagaland Rural Bank 35.00
11) Parvatiya Gramin Bank 35.00
12) Purvanchal Kshetriya Gramin Bank 35.00
13) Samastipur Kshetriya Gramin Bank 35.00
14) Utkal Gramya Bank 35.00
15) Uttaranchal Gramin Bank 35.00
16) Vananchal Gramin Bank 35.00
17) Marwar Ganganagar Bikaner Gramin Bank 26.27
18) Vidisha Bhopal Kshetriya Gramin Bank 35.00
19) Deccan Grameena Bank 35.00
20) Cauvery Kalpatharu Grameena Bank 32.32
21) Malwa Gramin Bank 35.00
22) Saurashtra Grameena Bank 35.00
23) The Clearing Corporation of India Ltd 29.22
24) Bank of Bhutan Ltd. 20.00
25) SBI Home Finance Ltd. (under liquidation process) 25.05

Differences in basis of consolidation for accounting and regulatory purposes

In terms of Regulatory guidelines, the consolidated bank may exclude from consolidation, group companies which are engaged in insurance business and
business not pertaining to financial services. Hence, the Groups' investments in the under mentioned entities are taken at cost less impairment, if any, for
Consolidated Prudential Reporting purposes.

S.No Name of the Joint Venture Group’s Stake (%)
1) C Edge Technologies Ltd. 49.00
2) GE Capital Business Process Management Services Pvt. Ltd. 40.00
3) SBI Life Insurance Company Ltd 74.00
4) SBI General Insurance Company Ltd 74.00

Quantitative Disclosures:
The aggregate amount of capital deficiencies in all subsidiaries not included in the consolidation i.e. that are deducted and the name(s) of such subsidiaries:
Nil

The aggregate amount (e.g. current book value) of the bank's total interests in insurance entities, which are risk-weighted as well as their name, their
country of incorporation or residence, the proportion of ownership interest and, if different, the proportion of voting power in these entities in addition,
indicate the quantitative impact on regulatory capital of using this method versus using the deduction:

1) Name : SBI Life Insurance Co. Ltd.
Country of Incorporation :  India
Ownership interest : 740 crores (74%)

2) Name :  SBI General Insurance Co. Ltd.
Country of Incorporation :  India
Ownership interest ;111 crores (74%)

Quantitative Impact on the regulatory capital:

Under consolidation method ¢ Not Applicable

Under deduction method: Entire investments made in the Insurance subsidiaries are reduced from Capital Funds of the Bank, for the purpose of Capital
Adequacy calculation.
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TABLE DF-2

CAPITAL STRUCTURE
Qualitative Disclosures

(a) Summary

Type of Capital Features

Equity (Tier—l) The Bank has allotted 3,60,45,243 shares of ¥10 each for cash at a premium of 2,181.69 per equity share aggregating to 37,900
crores under Preferential Capital to Government of India on 30th March, 2012. Out of the total subscription of 37,900 crores received
from Gol, an amount of ¥36.05 crores was transferred to Share Capital Account and ¥7,863.95 crores to Capital Share Premium Account.

During the year SBBJ raised 780 crores by way of Rights Equity Issue, out of which SBI infused an amount of ¥585 crores.

Consequent to the notification of the “Acquisition of State Bank of India Commercial & International Bank Ltd Order, 2011” issued
by the Govt. of India, the undertaking of State Bank of India Commercial & International Bank Ltd. (SBICI) stands transferred to
and vests in State Bank of India (“the Bank”), with effect from July 29, 2011, the effective date.

Innovative Instruments Neither SBI nor Domestic & Foreign Subsidiaries have raised Capital by way of Innovative Perpetual Debt Instruments (IPDIs) during
(Tier-1) FY11-12.

The SBI Group has issued IPDIs to the tune of T 7,070 crores till date, out of which T 6,520 crores qualify as Regulatory Capital.
Tier-Il SBI and its Subsidiaries have raised Upper as well as Lower Tier Il Capital. The subordinated debts raised through Private Placement / Retail

Participation are unsecured, long term, non-convertible and are redeemable at par. The debt is subordinated to present and future senior
indebtedness of the Bank and qualifies for Tier Il Capital.

SBI did not issue any Tier Il Capital instruments during FY11-12.
SBBJ & SBT have raised ¥500 crores each by way of Lower and Upper Tier Il Bonds respectively during FY11-12.
SBI Cards and SBI Global Factors Ltd. have raised subordinated debt of I50 crores and 100 crores respectively during FY11-12.

Tier Il capital of Foreign Subsidiaries mainly comprises of General provisions. During the year, Nepal SBI Bank Ltd. has raised Tier Il Capital
of 325 crores by issuing 10 years unsecured debentures — “12.5% Nepal SBI Bank Debenture 2078” maturing on 23.01.2022 (equivalent
of Nepali Currency, NR 40 crores).

Qualitative Disclosures:

State Bank of India has raised Hybrid Tier | Capital and Upper & Lower Tier Il Subordinated Debt in the Domestic and International Markets. Summarized
information on the terms and conditions of the main features of these instruments, especially in the case of innovative, complex or hybrid capital instruments
are as under:

Type of capital Main features
Equity < 671.04 crores.
During FY11-12, T 7,900 crores was raised by way of Tier | Equity Capital, out of which accretion to Share Capital and
Share Premium is ¥ 36.05 crores and ¥ 7,863.95 crores respectively.
Innovative Date of Issue Amount Tenure Coupon (% p.a. Rating
Perpetual Debt (months) payable annually)
Instruments 15.02.07 USD 400 mn Perpetual with a Call Option after 6.439% Ba3 Moody’s
% 2,035.04 crores 10 yrs 3 months i.e. on 15.05.17 and BB-S &P
step up of 100 bps
26.06.07 USD 225 mn Perpetual with a Call Option after 7.140% Ba3 Moody’s
< 1,144.72 crores 10 years i.e. on 27.06.17 and
step-up of 100 bps BB-S&P
14.08.09 < 1,000 crores* Perpetual with a Call Option after 9.10% p.a. for the AAA-CRISIL
10 years i.e. on 14.08.19 and step-up of first 10 years AAA-CARE
50 bps, if Call Option is not exercised
27.01.10 ¥ 1,000 crores Perpetual with a Call Option after 9.05% p.a. for the AAA-CRISIL
10 years i.e. on 27.01.20 and step-up of first 10 years AAA-CARE
50 bps, if Call Option is not exercised
28.09.07 T 165 crores Perpetual with a Call Option after 10.25% p.a. for the | AAA-CRISIL
10 years i.e. on 28.09.17 and step-up first 10 years AAA-CARE
of 50 bps, if Call Option is not exercised

*Out of T 1,000 crores raised in August 2009, only ¥ 450 crores has been reckoned as Tier | Capital by the Bank.
Apart from SBI, the following Associate Banks have raised Innovative Perpetual Debt Instruments aggregating ¥ 1,745 crores- SBBJ: ¥ 200 crores;
SBH: ¥ 685 crores; SBM: ¥ 260 crores, SBP: ¥ 300 crores and SBT: ¥ 300 crores.

With effect from 20th January 2011, the RBI has discontinued the Step up Option in case of issue of new Tier | and Tier Il Capital Instruments
by the Banks. However Call option may continue to be exercised after the instrument has run for at least 10 years.

Upper Tier I Type of Instrument: Unsecured, Redeemable Non-convertible, Upper Tier Il Subordinated Bonds in the nature
Subordinated Debt of Promissory Notes

Special features:
i) No Put Option by the Investors.
ii)  Call Option by the Bank after 10 years.

iii) Step-up Option: With effect from 20th January 2011, RBI has discontinued the Step up Option in case of issue of
new Tier | and Tier Il Capital Instruments by the Banks.
iv) Lock-in-Clause: Bank shall not be liable to pay either period interest on principal or even principal at maturity, if CAR

of the Bank is below the minimum regulatory CAR prescribed by RBI. However, this will not preclude the Bank from
paying periodical interest, as long as the Bank maintains the minimum Regulatory CAR, at the material time.
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Date of Issue Amount Tenure Coupon (% p.a. Rating
(R crores) (months) payable annually)

05.06.06 2,328 180 8.80% AAA CRISIL, AAA CARE
06.07.06 500 180 9.00% AAA CRISIL

12.09.06 600 180 8.96% AAA CRISIL, AAA CARE
13.09.06 615 180 8.97% AAA CRISIL, AAA CARE
15.09.06 1,500 180 8.98% AAA CRISIL

04.10.06 400 180 8.85% AAA CRISIL, AAA CARE
16.10.06 1,000 180 8.88% AAA CRISIL

17.02.07 1,000 180 9.37% AAA CRISIL

07.06.07 2,523 180 10.20% AAA CRISIL, AAA CARE
12.09.07 3,500 180 10.10% AAA CRISIL, AAA CARE
19.12.08 2,500 180 8.90% AAA CRISIL, AAA CARE
02.03.09 2,000 180 9.15% AAA CRISIL, AAA CARE
06.03.09 1,000 180 9.15% AAA CRISIL, AAA CARE
29.12.06 100 180 8.95% AAA CRISIL, AAA CARE
22.03.07 200 180 10.25% AAA CRISIL, AAA CARE
24.03.09 250 180 9.17% AAA CRISIL, AAA CARE

Lower Tier Il
Sub - Debt

Type of Instrument: Unsecured, Redeemable Non-convertible, Lower Tier |l Subordinated Bonds in the nature of

Promissory Notes.

Special features:

1) No Put Option by the investors.

1) With effect from 20th January 2011, RBI has discontinued the Step up Option in case of issue of new Tier |
and Tier Il Capital Instruments by the Banks Not redeemable without the consent of RBI.

Ill)  Call option can be exercised after the instrument has run for atleast 5 years.

Date of Issue Amount (% crores) Tenure Coupon (% p.a. Rating

(months) payable annually)
05.12.05 3,283 113 7.45% AAA CRISIL, AAA CARE
09.03.06 200 111 8.15% LAAA ICRA, AAA CARE
28.03.07 1,500 111 9.85% AAA CRISIL, AAA CARE
31.03.07 225 111 9.80% LAAA ICRA, AAA CARE
29.12.08 1,500 114 8.40% AAA CRISIL, AAA CARE
06.03.09 1,000 111 8.95% AAA CRISIL, AAA CARE
15.02.05 200 111 7.20% AAA CRISIL
29.09.05 140 120 7.45% AAA CRISIL, LAAA ICRA
28.03.06 110 120 8.70% AAA CRISIL, LAAA ICRA
04.11.10 133.08* 120 9.25% AAA CRISIL, AAA CARE
04.11.10 866.92* 180 9.50% AAA CRISIL, AAA CARE
16.03.11 559.40* 120 9.75% AAA CRISIL, AAA CARE
16.03.11 171.68* 120 9.30% AAA CRISIL, AAA CARE
16.03.11 3,937.59* 180 9.95% AAA CRISIL, AAA CARE
16.03.11 828.32* 180 9.45% AAA CRISIL, AAA CARE

* Raised by SBI during Q3FY10-11 through Retail Participation. The bonds issued on 04.11.10 have a step up option of 50 basis points during the last
five years of their maturity in case the Bank does not exercise the call option after 5 years and 10 years respectively. The bonds issued on 16.03.11
do not carry Step Up Option.

Out of the above ¥ 14,655 crores pertaining to SBI in the form of Lower Tier Il Bonds,  12,696.80 crores have been reckoned as Lower Tier Il capital
by SBI as on 31.03.2012.
Apart from SBI, the following Subsidiaries have raised Capital Funds by way of Lower Tier Il :

1) Domestic Associate Banking Subsidiaries have raised bonds aggregating to ¥ 4,705 crores SBBJ: ¥ 1,500 crores; SBH: ¥ 1,210 crores; SBM: T 425 crores;
%BSP(;O? 750 crores and SBT: T 820 crores. (Out of the above, < 3,223 crores is reckoned as Lower Tier |l Capital Bonds). During FY11-12, SBBJ raised

crores.

2) Domestic Non-Banking Subsidiaries have raised bonds aggregating to I 454.80 crores - SBI Global Factors Ltd ¥ 280 crores and SBI Cards
T 174.80 crores. (Out of the above T 354.24 crores is reckoned as regulatory capital).

3) Among the Foreign Subsidiaries, SBI Canada has Lower Tier Il Bonds aggregating ¥ 102.09 crores. (Raised during FY10-11).

Quantitative Disclosures

 in crores)

(b) Tier-l Capital 1,07,411
e Paid-up Share Capital 671
e Reserves 1,02,154
e Innovative Instruments 6,520
e Other Capital Instruments 0
e Amt deducted from Tier-I Cap including Goodwill and investments 1,935
(c) The total amount of Tier-2 Capital (Net of deductions from Tier Il Capital) 44,845
(d) Debt Capital Instruments eligible for inclusion in Upper Tier-2 Capital
e Total amount outstanding 25,336
e Of which raised during Current Year 525
e Amount eligible to be reckoned as Capital funds 25,336
(e) Subordinated Debt eligible for inclusion in Lower Tier-2 Capital:
e Total amount outstanding 19,707
e Of which raised during Current Year 0
e Amount eligible to be reckoned as Capital funds 16,398
(f) Other Deductions from Capital if any 0
(g) Total Eligible Capital 1,52,256
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Qualitative Disclosures

TABLE DF-3 :

CAPITAL ADEQUACY

(a) A summary discussion of
the Bank’s approach to
assessing the adequacy of
its capital to support
current and future activities.

The Bank and its Banking Subsidiaries undertake the Internal Capital Adequacy Assessment Process (ICAAP)
on an annual basis in line with the New Capital Adequacy Framework (NCAF) Guidelines of RBI.

The ICAAP details the Capital Planning Process and carries out an assessment covering

measurement, monitoring, internal controls, reporting, capital requirement and stress testing

of the following Risks:

e Credit Risk

e Operational Risk

e Liquidity Risk

e Compliance Risk

e Pension Fund Obligation Risk
e Reputation Risk

e Residual Risk from Credit Risk Mitigants

e Settlement Risk

e Market Risk
e Credit Concentration Risk

e Interest Rate Risk in the Banking Book

e Country Risk

e New Businesses Risk
e Strategic Risk

e Model Risk

e Contagion Risk

e Securitization Risk

Sensitivity Analysis is conducted annually or more frequently as required, on the movement of Capital
Adequacy Ratio (CAR) in the medium horizon of 3 to 5 years, considering the projected investment
in Subsidiaries / Joint Ventures by SBI and growth in Advances by SBI and its Subsidiaries (Domestic/
Foreign). This analysis is done for the SBI and SBI Group separately.
CRAR of the Bank and for the Group as a whole is estimated to be well above the Regulatory CAR
However, to maintain adequate capital, the Bank has
options to augment its capital resources by raising Subordinated Debt and Innovative Perpetual Debt
Instruments, besides Equity as and when required.
Strategic Capital Plan for the Foreign Subsidiaries covers an assessment of capital requirement for growth
of assets and the capital required complying with various local regulatory requirements and prudential
norms. The growth plan is approved by the parent bank after satisfying itself about the capacity of
the individual subsidiaries to raise Tier | /Tier Il Capital to support the increased level of assets and
at the same time maintaining the Capital Adequacy Ratio (CAR).

of 9% in the medium horizon of 3 to 5 years.

Quantitative Disclosures
(b) Capital requirements
for Credit Risk

e Portfolios subject
to Standardized
Approach

e Securitization
Exposures

% 88,074.34 crores

Total < 88,074.34 crores

(c) Capital requirements

for Market Risk
(Standardized duration
approach)

e Interest Rate Risk

e Foreign Exchange Risk

(including gold)
e Equity Risk

% 2,836.01 crores
54 108.46 crores

T 1,432.53 crores

crores

(d) Capital requirements

for Operational Risk:

e Basic Indicator
Approach

% 7,918.10 crores

Total I 7,918.10 crores

(e) Total and Tier |
capital ratio:

e For the top
consolidated
group; and

e For significant
bank subsidiaries
(stand alone)

CAPITAL ADEQUACY RATIO AS ON 31.03.2012

Tier | (%) Total (%)
SBI Group 9.65 13.68
State Bank of India 9.79 13.86
State Bank of Bikaner & Jaipur 9.76 13.76
State Bank of Hyderabad 9.62 13.56
State Bank of Mysore 9.15 12.55
State Bank of Patiala 8.60 12.30
State Bank of Travancore 9.35 13.55
SBI (Mauritius) Ltd. 17.16 17.70
State Bank of India (Canada) 27.51 32.95
State Bank of India (California) 17.38 18.53
Commercial Bank of India LLC Moscow 36.24 36.24
PT Bank SBI Indonesia 12.97 13.59
Nepal SBI Bank Ltd. 8.26 10.40
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TABLE DF-4 :
CREDIT RISK: GENERAL DISCLOSURES

Qualitative Disclosures
Definitions of past due and impaired assets (for accounting purposes)

The Domestic Banking entities in the Group follow the extant RBI instructions for definitions of these categories for accounting purposes, as given below:
Non-performing assets

An asset becomes non-performing when it ceases to generate income for the bank. A Non-Performing Asset (NPA) is an advance where:
i Interest and/or installment of principal remain ‘overdue’ for a period of more than 90 days in respect of a Term Loan;

iil The account remains ‘out of order’ for a period of more than 90 days, in respect of an Overdraft/Cash Credit (OD/CC);

iii.  The bill remains ‘overdue’ for a period of more than 90 days in the case of bills purchased and discounted;

iv.  Any amount to be received remains ‘overdue’ for a period of more than 90 days in respect of other accounts;

V. A loan granted for short duration crops is treated as NPA, if the installment of principal or interest thereon remains ‘overdue’ for two crop seasons
and a loan granted for long duration crops is treated as NPA, if installment of principal or interest thereon remains ‘overdue’ for one crop season; and

vi.  Anaccount would be classified as NPA only if the interest charged during any quarter is not serviced fully within 90 days from the end of the quarter.

‘Out of Order’ Status

An account is treated as ‘out of order’ if the outstanding balance remains continuously in excess of the sanctioned limit/drawing power.

In cases where the outstanding balance in the principal operating account is less than the sanctioned limit/drawing power, but there are no credits continuously
for 90 days as on the date of Bank’s Balance Sheet, or where credits are not enough to cover the interest debited during the same period, such accounts are
treated as ‘out of order’.

‘Overdue’

Any amount due to the bank under any credit facility is ‘overdue’ if it is not paid on the due date fixed by the bank.

[Overseas Banking entities and the Non-banking entities - use the definitions as applicable to their lines of businesses and as defined by their respective
regulators.]

Discussion of the Bank’s Credit Risk Management Policy

Group entities are exposed to Credit Risk mainly through their lending and investment activities. All Banking entities in the Group are exposed to Credit Risk
through their loans and investment activities. Among the Non-banking entities, Credit Risk is a major risk for the factoring and credit cards business. Group
Banking entities have Credit Risk Management, Credit Risk Mitigation and Collateral Management Policy/Policies in place which are an exposition of their
approach to the management of Credit Risk and seek to establish a comprehensive risk management framework that allows Credit Risks to be tracked,
managed and overseen in a timely and efficient manner. Over the years, the policy and procedures in this regard have been refined as a result of evolving
concepts and actual experience. The policy and procedures have been aligned to the approach laid down in Basel Il and RBI guidelines, wherever applicable.

Credit Risk Management processes encompass identification, assessment, monitoring and control of the credit exposures. In the process of identification
and assessment of Credit Risk, the following functions are undertaken:

i Internal Credit Risk Assessment Models/ Scoring Models are used across the entities, wherever applicable, to assess the counterparty risk and to
support the analytical elements of the credit risk management framework, particularly the quantitative risk assessment part of the credit approval
process. The rating process reflects the risk involved in the facility / borrower and is an evaluation of the borrower’s intrinsic strength and is reviewed
periodically.

ii. SBI conducts industry research regularly to give specific policy prescriptions and setting quantitative exposure parameters for handling portfolio in

large / important industries, by issuing advisories on the general outlook for the Industries/Sectors, from time to time and shares the findings
amongst the Banking entities in the Group.
ii.  Non-Banking entities use their own Internal Credit Scoring Models, Internal Ratings, Demographic Analysis, etc., as applicable, for identification and
assessment of Credit Risk.
The measurement of Credit Risk in the Domestic Banking entities involves computation of Credit Risk Components viz. Probability of Default (PD), Loss
Given Default (LGD) and Exposure at Default (EAD).
For better risk management and avoidance of concentration of Credit Risk, regulatory / internal guidelines on prudential exposure norms in respect of
individual borrowers, borrower groups, banks, non-corporate entities, sensitive sectors such as capital market, real estate, etc., are in place in the Group
entities. Ongoing monitoring of these exposures is conducted for measurement of Credit Risk of the Group entities individually and for consolidated Group,
as specified in the Group Risk Management Policy. Credit Risk Stress Tests are conducted by the entities to identify vulnerable areas for initiating corrective
action, where necessary.

Each of the Banking entities in the Group has a Loan Policy in place which documents the entities’ approach to sanctioning, managing and monitoring of
loans and advances. The Policy establishes a commonality of approach regarding credit basics, appraisal skills, documentation standards and awareness of
institutional concerns and strategies to ensure that there is continued improvement of the overall quality of assets at the portfolio level. Specific norms for
Appraising, Sanctioning, Documentation, Inspections and Monitoring, Renewals, Maintenance, Rehabilitation and Management of Assets have been
stipulated, with sufficient leg room for innovation, deviations and flexibility under proper authority.

The internal controls and processes in place in the Group for the management of Credit Risk are:
a) Risk Governance structures for Credit Risk Management.
b) Delegation of financial powers for advances and allied matters with a graded authority structure.

c) Pre-sanction and post-sanction processes are examined as part of Credit Audit conducted in Domestic Banking entities for exposures above threshold
limits. Credit Audit also examines identified risks and suggests risk mitigation measures.

d)  Close review and monitoring of Stressed Assets to prevent deterioration in quality.

e) The Policies, Procedures and Risk Limits are circulated amongst all operating functionaries and the audit functionaries to keep them updated on an
ongoing basis.
f) Various training initiatives are also undertaken for updation of knowledge on Credit Risk Management policies and practices for all functionaries.
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Table DF-4 :

Credit Risk - Quantitative Disclosures
Data as on 31.03.2012

General Disclosures:

Amount T in crores

269

Table-A

Industry Type Distribution of Exposures as on 31.03.2012

(Amount in X crores)

Quantitative Disclosures Fund Based Non Fund Total CODE | INDUSTRY FUND BASED NON-FUND
Based [Outstandings-(0/s)] BASED(O/s)
(b)  Total Gross Credit Risk 11,99,934.94 | 3,96,013.84 [15,95,948.78 Standard | NPA | Total
Exposures 1| Coal 1,594.28 16.78|  1,611.06 633.47
c)  Geographic Distribution 2| Mining 5,70141| 25394 595535 2,973.36
of Exposures : FB / NFB
Overseas 1,41,434.27 | 17,476.36 | 1,58,910.63 3| Iron & Steel 73,381.35| 2,841.35| 76,222.71| 23,592.39
Domestic 10,58,500.67 | 3,78,537.48 |14,37,038.15 4 | Metal Products 19,266.18|  643.54| 19,909.72| 4,369.99
(d) Industry type Distribution 5 | All Engineering 32,513.98| 1,30L66| 33,815.64| 40,954.71
of Exposures
Fund based / Non Fund 5.1 | Of which Electronics 9,726.60| 34239 10,068.99| 7,347.15
Based separately Please refer to Table “A”
(e) Residual Contractual 6 | Electricity 26,994.74 43.14| 27,037.88| 16,856.17
Maturity Breakdown 7 | Cotton Textiles 29,178.05| 1,044.29| 3022235 3,787.42
of Assets Please refer to Table “B”
(fl  Amount of NPAs (Gross) 8 | lute Textiles 33576 4558)  381.33) 5347
Le. Sum fitoV) 49,648.70 9| Other Textiles 2,01375| 217247 24,186.22| 2,763.25
i) Substandard 22,690.19
i) Doubtful 1 10,931.27 10| Suger 854086| 39.87| 858072  542.07
iii)  Doubtful 2 9,643.84 11| Tea 50820 99.61]  607.81 51.05
iv) Doubtful 3 2,390.03 -
12 | Food Processing 20,710.15| 1,371.35[ 22,081.49 813.62
v) Loss 3,993.37
(@  Net NPAs 21,095.09 13 | Vegetable Oils & Vanaspati 5467.94| 316.53| 5784.47| 3,800.63
(h) _NPA Ratios 14 | Tobacco / Tobacco Products 862.76| 657 86933 2861
i) Gross NPAs to
gross advances 4.15% 15 | Paper / Paper Products 6,162.15| 880.84| 7,042.98| 1,222.87
i) Net NPAs to 16 | Rubber / Rubber Products 5038.03| 23222 5,270.25 990.61
net advances 1.81%
(i) Movement of NPAs (Gross) 17 | Chemicals / Dyes / Paints etc. 34,239.42| 1,792.62| 36,032.04| 11,993.52
i) Opening balance 31,824.10 17.1 | Of which Fertilizers 7100.72|  4133| 7,142.05| 3,164.84
li) _Additions 33,724.66 17.2 | Of which Petrochemicals 628074 10228 6387.02| 312681
iii) Reductions 15,900.06
i) Closing balance 29,648.70 17.3 | Of which Drugs & Pharma 12,349.17| 1,149.71| 13,498.88 2,713.06
(i) Movement of Provisions 18 | Cement 10,382.24| 12097| 10,503.21| 1,437.20
for NPAs
i) Opening balance 16,043.12 19 | Leather & Leather Products 2,111.75| 213.00] 2,324.75 266.56
ii)  Provisions made during 20 | Gems & Jewellery 16,989.02| 1,154.25 18,143.28| 1,496.23
the period 16,816.89 -
i) Write-off 1,988.09 21 | Construction 14,040.83| 1,017.92| 15,058.75 2,826.46
iv)  Write-back of excess 22 | Petroleum 25,419.42 35.14| 25,454.56| 32,745.53
provisions 231831 23 | Automobiles & Truck 1037221 30881 1068102 791
v)  Closing balance 28,553.61 utomobiles & Trucks 372 ) T L
(k) Amount of Non-Performing 24 | Computer Software 1,768.79| 317.19|  2,085.97 77.65
Investments 1,003.04
— 25 | Infrastructure 104,948.87| 1,387.06| 106,335.93| 37,145.25
() Amount of Provisions held
for Non-Performing 25.1 | Of which Power 34,826.27| 211.53| 35,037.80| 10,134.42
Investments 952.35
— 25.2 | Of which Telecommunication 24,005.65| 290.38| 24,296.03| 4,648.35
(m)  Movement of Provisions for
Depreciation on Investments 25.3 | Of which Roads & Ports 31,641.28| 461.13| 32,0241 722641
i) Opening balance 2,956.00
" — 26 | Other Industries 144,571.42 | 5,737.79| 150,309.21| 42,087.82
ii)  Provisions made
during the period 1,054.91 27 | NBFCs & Trading 86,061.30( 4,999.98| 91,061.27| 11,637.20
iii)  Write-off 105.61
) Write-back of 28 | Res. Adv to bal. Gross
Iv) - Write-back of excess Advances 441,111.38 | 21,254.23| 4,62,365.61|1,50,074.97
provisions 1,425.21
v)  Closing balance 2,480.09 Total 11,50,286.24 | 49,648.70(11,99,934.94| 3,96,013.84
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Table-B

DF-4 (e) SBI (CONSOLIDATED) Residual contractual maturity breakdown of assets as on 31.03.2012

(X in crores)

1-14 15-28 29 days Over 3 Over 6 Over Over 3 Over 5 Total
days days & up to months & months & 1 year years & years

3 months upto 6 | upto 1 year & upto upto

months 3 years 5 years
Cash 13,031.57 0.00 0.00 0.00 0.00 0.00 0.00 0.00 13,031.57
Balances with RBI 8,714.62 1,064.35 3,770.13 6,054.57 8,548.49 | 18,958.71 10,124.53 8,932.24 66,167.64
Balances with other Banks 38,149.68 2,253.65 2,204.81 1,885.75 1,598.41 1,796.46 286.46 216.40 48,391.62
Investments 10,119.51 4,737.37 | 24,682.76 13,191.44 | 22,139.24 | 74,559.99 | 83,735.12 | 2,27,783.71 | 4,60,949.14
Advances 65,393.30 | 30,568.82 | 74,619.21 | 41,949.69 | 62,056.39 |5,31,608.58 | 1,25496.89 | 2,31,977.33 | 11,63,670.21
Fixed Assets 0.00 0.00 0.00 0.00 0.00 0.00 0.00 7,407.96 7,407.96
Other Assets 33,148.16 2,078.89 5,534.32 7,839.26 10,866.36 1,613.57 949.23 8,308.24 70,338.03
TOTAL 1,68,556.84 | 40,703.08 |1,10,811.23 70,920.71 | 1,05,208.89 |6,28,537.31 | 2,20,592.23 | 4,84,625.88 | 18,29,956.17

TABLE DF-5 : CREDIT RISK:
DISCLOSURES FOR PORTFOLIOS SUBJECT TO STANDARDISED APPROACH

(a) Qualitative Disclosures

Names of Credit Rating Agencies used, plus reasons for any changes

As per RBI Guidelines, the Bank has identified CARE, CRISIL, ICRA and FITCH India (Domestic Credit Rating Agencies) and FITCH, Moody's and S&P
(International Rating Agencies) as approved Rating Agencies, for the purpose of rating Domestic and Overseas exposures, respectively, whose ratings
are used for the purpose of computing Risk-weighted Assets and Capital Charge. Overseas Banking entities use the ratings of accredited rating agencies
as approved by their respective regulators.

Types of exposures for which each Agency is used

(i)  For Exposures with a contractual maturity of less than or equal to one year (except Cash Credit, Overdraft and other Revolving Credits), Short-
term Ratings given by approved Rating Agencies are used.

(i)  For Domestic Cash Credit, Overdraft and other Revolving Credits (irrespective of the period) and for Term Loan exposures of over 1 year, Long
Term Ratings are used.

Description of the process used to transfer Public Issue Ratings onto comparable assets in the Banking Book

Long-term Issue Specific Ratings (For the Bank's own exposures or other issuance of debt by the same borrower-constituent/counter-party)

or Issuer (borrower-constituents/counter-party) Ratings are applied to other unrated exposures of the same borrower-constituent/counter-party

in the following cases:

o If the Issue Specific Rating or Issuer Rating maps to Risk Weight equal to or higher than the unrated exposures, any other unrated exposure
on the same counter-party is assigned the same Risk Weight, if the exposure ranks pari-passu or junior to the rated exposure in all respects.

o In cases where the borrower-constituent/counter-party has issued a debt (which is not a borrowing from the Bank), the rating given to that
debt is applied to the Bank's unrated exposures, if the Bank's exposure ranks pari-passu or senior to the specific rated debt in all respects
and the maturity of unrated Bank's exposure is not later than the maturity of the rated debt.

Foreign Banking Subsidiaries are adhering credit risk management practices as stipulated by the local regulators.

(b) Quantitative Disclosures as on 31.03.2012 (Amount ¥ in crores)
For exposure amounts after risk mitigation subject to the Below 100% Risk Weight T 9,94,936.13
Standardized Approach, amount of a bank's outstandings 100% Risk Weight I 3,76,534.97
(rated and unrated) in each risk bucket as well as those More than 100% Risk Weight T 2,25,590.14
that are deducted. Deducted 4 1,112.46
Total I 15,95,948.78
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TABLE DF-6 : CREDIT RISK
Credit Risk Mitigation: Disclosures for Standardised Approach

(a)

Qualitative Disclosures

Policies and Processes for, an indication to the extent to which the Bank makes use of, on-and off-balance sheet netting

On-Balance sheet netting is confined to loans/advances and deposits, where the Domestic Banking entities have legally enforceable netting
arrangements, involving specific lien with proof of documentation. The Domestic Banking Entities calculate capital requirements on the
basis of net credit exposures subject to the following conditions; Where Bank,

a. has a well-founded legal basis for concluding that the netting or offsetting agreement is enforceable in each relevant jurisdiction
regardless of whether the counterparty is insolvent or bankrupt;

b. is able at any time to determine the loans/advances and deposits with the same counterparty that are subject to the netting
agreement; and

c. monitors and controls the relevant exposures on a net basis, it may use the net exposure of loans/advances and deposits as

the basis for its capital adequacy calculation. Loans / advances are treated as exposure and deposits as collateral.
Policies and Processes for Collateral Valuation and Management
Credit Risk Mitigation and Collateral Management Policy, addressing the approach towards the credit risk mitigants used for capital
calculation has been put in place in Domestic Banking entities. The objective of this Policy is to enable classification and valuation of
credit risk mitigants in a manner that allows regulatory capital adjustment to reflect them.
The Policy adopts the Comprehensive Approach, which allows full offset of collateral (after appropriate haircuts), wherever applicable, against
exposures, by effectively reducing the exposure amount by the value ascribed to the collateral. The following issues are addressed in the Policy:
(i) Classification of credit risk-mitigants.
(ii) Acceptable credit risk-mitigants techniques.
(iii)  Documentation and legal process requirements for credit risk-mitigants.
(iv)  Valuation of collateral.
(v) Margin and haircut requirements.
(vi)  External ratings.
(vii)  Custody of collateral.
(viii)  Insurance.
(ix)  Monitoring of credit risk mitigants.
(x) General guidelines.
Description of the main types of Collateral taken by the Bank

The following collaterals are usually recognized as Credit Risk Mitigants under the Standardised Approach by the Domestic Banking entities
of the Bank:

(i) Cash or Cash equivalent (Bank Deposits/NSCs/KVP/LIC Policy, etc.).

(ii) Gold.

(ili)  Securities issued by Central / State Governments.

(iv) Debt securities rated BBB- or better/ PR3/P3/F3/A3 for Short-Term Debt Instruments.
(v) Listed equity and convertible bonds.

Main types of Guarantor Counterparty and their creditworthiness

The Domestic Banking entities of the Bank accepts the following as eligible guarantors, in line with RBI Guidelines :

o Sovereign, Sovereign entities [including Bank for International Settlements (BIS), International Monetary Fund (IMF), European
Central Bank and European Community as well as Multilateral Development Banks, Export Credit & Guarantee Corporation (ECGC)
and Credit Guarantee Fund Trust for Micro and Small Enterprises (CGTMSE)], Public Sector Enterprises (PSEs), Banks and Primary
Dealers with a lower risk weight than the Counterparty.

o Other guarantors having an external rating of AA or better. In case the guarantor is a parent company, affiliate or subsidiary,
they should enjoy a risk weight lower than the obligor for the guarantee to be recognised by the Bank. The rating of the guarantor
should be an entity rating which has factored in all the liabilities and commitments (including guarantees) of the entity.

o Corporates - public and private sector.

. Individuals and other third parties of adequate and acceptable worth.

o Book-debts/receivables and mortgage of landed property are accepted as non-financial collateral.

Information about (Market or Credit) risk concentrations within the mitigation taken:

The Banking entities have a well-dispersed portfolio of assets which are secured by various types of collaterals, such as:-

. Eligible financial and non-financial collaterals listed above. [Majority of financial collaterals held by the entities are by way of
own deposits and gold which are easily realisable and as such the risk concentration of credit risk mitigants is low]
o Guarantees by sovereigns and well-rated corporates.

Foreign Banking Subsidiaries are adhering credit risk management practices as stipulated by the local regulators.

Quantitative Disclosures:

(Amount in X crores)

(b) For each separately disclosed credit risk portfolio the total exposure
(after, where applicable, on- or off balance sheet netting) that is covered by
eligible financial collateral after the application of haircuts.

(c) For each separately disclosed portfolio the total exposure (after, where applicable,
on- or off-balance sheet netting) that is covered by guarantees/credit derivatives
(whenever specifically permitted by RBI)

2,31,718.16

77,263.00




274 WA €2 o > arfiies NG 2011-12

ATICTERT STU-7: UTTT(TeRTUT: HIHeRIght UGl Hel Tehe ehtur

T[UITCHR UShETeRTTT
()| HAAR0T % ToTF FRSIFT F T SR (S8 3THT e ot Tt &, 3 SFaR e e 2oy T 8 -
o i Tfafaferdt % e & S @ Fer @R w1 € 7 9% o 9T 6 37 Tfafafe % it sfam it H feme ==
TEOT-SIREH T et AT & S % et 1l 3r Teaned i sfaRd e e 2
o Tt A # e I e o Sifaw (S b Sifay) F1 w@eT | @ AR

o fcsgfoereoT 3 sfsean # S gro fafm yaw & il @ Fafe, fee s S (SamTend yads, e, Samen, w10 s
TSI, bl T, T Here, wReqvr yarEr) SR I § yee § ¥ St e

@ Geiferd fat & =l &t / Bt el Sia™ s &7 T o for fReh off e g =S o fefamar avoran il fafoma & B T
& 3 e % frenfaen & sfaia orAd fohw o W freff S & sfgfieor Serer Suee FUE S ehdT § |

# g o o Frams frenfeddt o siqia srgad T o W TR, For 2hafeesy a1 U & e o1 3o & w0 F e
SferfersheoT o & o foTT FoT GERT Ha Y Fehel 2|

o gferefersReoT et & 0T 37 SIS Siifaw & &1 aret aRed-t (s1efd Gefa snfadt % qed ¥ SqH-=Ig1 &1 54 75T 21 UGl
9 R 3 A | s 2009 % THTTE % AR FHer b 0 5.16.1 F 3w ) |
o SfersfereRtoT et # SReRR ST 1 HH F S (AT F0T ST =T Tgft % IuAm I wefd 9o #1 A &1 A T T
i fopa e ;
(@)| FAgRERT TRAERE R % F AT A R dRd GRie AR 8
o T CIARA T FAF 2T TS A T 8 @ T
o yffeeneoT i Reft S F9mEm ST T A TR B gedis U § AN B T T 37 I (A (ST ad) ] e
o el o1afd & S qEiE S ] 3 T YgEfE § gRedy qur 3 gRaw-l B g9 &1 T
o ToH 79 H TN T A 1 34 ewansd # wnfiet w6 & o 3 7 e e st afryfoa s & fow UGl
foreiier WTeT Suers AT S % foTT sarvar & Gehel &
(M| % F g § ufagfessior 3 fru e Srueng 1 ST R e @ S g Teid i Y JER & Ffefaenr Sifem & EE
ferw Sy fehen
T GeHESTHITT : ST Tt
(%) | 3 5T wffied For SReH St et T e
(3)| =1 J1afer & G 707 ARG T TG B [T BT T FAfaahT G g8 o5 G141 1 s GRT ) 4 I 37 T &1 i
T FOT SR HT ST ST (I HISS BT, AT F0, e F0T 32 FT Gl Fayf afed faga =R7) Hawor &
(@)| T T F AR Ayl s G acA T AT =
®)| (F) 7T HAYIH F 75 G 5 & 37aT Falda gt # afr RG]
(W) | wfafiera For SRaH %1 o1 TR (R0 TR % @ET Gled) 37 3T F0T &b T ge O e a1 gt e o 7 [E5cy
e v e &
(3| Frfefea % o ar
o ToH-TF ¥ WG 3 WIehaoT Hi T HT % ST Fied ST ST fHewet 5= Aered T W 70 § 4 e i
Hau ¥ wlie 1 E 2
o qoH-TF # Wit T R T S fenT ST e S FE0T S S 6k TE o STER 3T STE faeRT i
()| o FUTET T T TC 37 T T FRferHRoT T gt S S Teiferd o @t b per Tl [Ere
T F0T SHRGHER ST ST S 78T ST e S7erT Fo7 Sifam 5 fore e geh
T o STET 37k ST AT SGH TR
o T 0T Siftew R foe s & § qoidan gt fean o €, ot 47 § 9 s 1 wv-gfadt @ ufe aun ger oo 5 @ fori

ST T 31 0T SAREH (Fe0T SIRGH o T o STER ST 37er) |

TR THETHAT : -1 g1

(@) | S gm0 wf 37 St 5 ot A R fore S 3 3 %o Sifew F9meq ST T € #iR e SR sifew Tef & fish
IFTER 3Teher f26a ST € | T Sy o e e 7o o1 faeon|

@) | foettettan %1 g are :

o G o ¥ Tt S FRSRHOT FOT 1 T o TWET G ST ST T i Fere ST @ e @ A1 e

ey # wlig T § =

o o 79 H WIfe T T T mffoeter T Sifad | e F0T SiET 13U WEY & STHR STETT STerT faetT =

(3)| 3 fcrfrenoT T Sifawt st et Tfer % frmfafad & fore remea s war e o e fore wdie & e jErea
o e SHfEH FI T U AT SaH ST o FHid T ST T T a1 9 T T Afeofehor o Sifew, ai frim

o it ST 1 3@ g freiRa sfrfaenr $mm % e afrfiesr w20 SiRew STer STer ST R % STER fae ==




State Bank of India > Annual Report 2011-12 275

TABLE DF-7 : SECURITISATION EXPOSURES - DISCLOSURE FOR STANDARDISED APPROACH

Qualitative Disclosures
(a) | The general qualitative disclosure requirement with respect to securitisation including a discussion of:
e the bank’s objectives in relation to securitisation activity, including the extent to which these activities
transfer credit risk of the underlying securitised exposures away from the bank to other entities. NIL
e the nature of other risks (e.g. liquidity risk) inherent in securitised assets; NOT APPLICABLE
e the various roles played by the bank in the securitisation process (For example: originator, investor, servicer,
provider of credit enhancement, liquidity provider, swap provider® protection provider”) and an indication of
the extent of the bank’s involvement in each of them;
@ A bank may have provided support to a securitisation structure in the form of an interest rate swap or currency NOT APPLICABLE
swap to mitigate the interest rate/currency risk of the underlying assets, if permitted as per regulatory rules.
# A bank may provide credit protection to a securitisation transaction through guarantees, credit derivatives or
any other similar product, if permitted as per regulatory rules.
e adescription of the processes in place to monitor changes in the credit and market risk of securitisation
exposures (for example, how the behaviour of the underlying assets impacts securitisation exposures as defined NOT APPLICABLE
in para 5.16.1 of the Master Circular on NCAF dated July 1, 2009).
e adescription of the bank’s policy governing the use of credit risk mitigation to mitigate the risks retained
through securitisation exposures; NOT APPLICABLE
(b) | Summary of the bank’s accounting policies for securitization activities, including:
e whether the transactions are treated as sales or financings; NOT APPLICABLE
e methods and key assumptions (including inputs) applied in valuing positions retained or purchased NOT APPLICABLE
e changes in methods and key assumptions from the previous period and impact of the changes; NOT APPLICABLE
e policies for recognising liabilities on the balance sheet for arrangements that could require the bank to provide
financial support for securitised assets. NOT APPLICABLE
(c)|In the banking book, the names of ECAIs used for securitisations and the types of securitisation exposure for
which each agency is used. NOT APPLICABLE
Quantitative Disclosures: Banking Book
(d) | The total amount of exposures securitised by the bank. NIL
(e) | For exposures securitised losses recognised by the bank during the current period broken by the exposure type
(e.g. Credit cards, housing loans, auto loans etc. detailed by underlying security) NIL
(f) | Amount of assets intended to be securitised within a year NIL
(g) | Of (f), amount of assets originated within a year before securitisation. NOT APPLICABLE
(h) | The total amount of exposures securitised (by exposure type) and unrecognised gain or losses on sale
by exposure type. NIL
(i) | Aggregate amount of:
e on-balance sheet securitisation exposures retained or purchased broken down by exposure type and NIL
o off-balance sheet securitisation exposures broken down by exposure type NIL
(j) | Aggregate amount of securitisation exposures retained or purchased and the associated capital charges,
broken down between exposures and further broken down into different risk weight bands for each
regulatory capital approach NIL
e Exposures that have been deducted entirely from Tier 1 capital, credit enhancing 1/Os deducted from total
capital, and other exposures deducted from total capital (by exposure type). NIL
Quantitative Disclosures: Trading Book
(k) | Aggregate amount of exposures securitised by the bank for which the bank has retained some exposures and
which is subject to the market risk approach, by exposure type. NIL
(1) | Aggregate amount of:
e on-balance sheet securitisation exposures retained or purchased broken down by exposure type; and NIL
o off-balance sheet securitisation exposures broken down by exposure type. NIL
(m)| Aggregate amount of securitisation exposures retained or purchased separately for: NIL
e securitisation exposures retained or purchased subject to Comprehensive Risk Measure for specific risk; and NIL
e securitisation exposures subject to the securitisation framework for specific risk broken down into different
risk weight bands. NIL
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TABLE DF-7 : (CONTD....)

(n) | Aggregate amount of: NIL
e the capital requirements for the securitisation exposures, subject to the securitisation Amount - X in crores
framework broken down into different risk weight bands. Item Book | Market Capital
Value Value Adequacy
e securitization exposures that are deducted entirely from Tier 1 capital, credit Security | 150.07 | 39.71 NIL*
enhancing I/0s deducted from total capital, and other exposures deducted from total capital Receipts

(by exposure type).

* In terms of RBI guidelines, ¥19.86 crores (being 50% of the Market Value of investment in Security Receipts) has been deducted from the Tier |
capital. The remaining 50% has been deducted from Tier Il capital.

TABLE DF- 8
MARKET RISK IN TRADING BOOK
Disclosures for Banks using the Standardised Duration Approach

Qualitative disclosures — Domestic Banking entities:
1) The following portfolios are covered by the Standardised Duration Approach for calculation of Market Risk:
e Securities held under the Held for Trading (HFT) and Available for Sale (AFS) categories.

e Derivatives trades are undertaken for hedging HFT & AFS securities as well as for trading purposes.

2) Market Risk Management Department (MRMD)/Mid-Office have been put in place based on the approval accorded by the respective Boards
of Banks and other subsidiaries for Risk Management.

3) Market Risk Department is responsible for identification, assessment, monitoring and reporting of Risk associated with Treasury operations.

4) The following Board approved policies with defined Market Risk Management parameters for each asset class are in place:
a) Investment Policy;
b)  Trading Policy for G-sec, Corporate Bonds and Equity;
c) Derivative Trading Policy;
d) Forex Trading Policy;
e) Value-at-Risk Policy;
f)  Stress Test Policy;
g) Customer Appropriateness and Suitability Policy (derivatives)

5) Risk monitoring is an ongoing process and risk profiles are analysed and their effectiveness reported to the Market Risk Management Committee,
Risk Management Committee of the Board and Top Management at regular intervals.

6) Risk Management and Reporting is based on parameters such as Modified Duration, Price Value Basis Point (PVBP), Maximum Permissible
Exposures, Net Open Position Limit, Gap Limits, Value at Risk (VaR) etc., in line with the global best practices.

7) Forex open position limits (Daylight/Overnight), Stop Loss limit, Profit/Loss in respect of Cross Currency trading are properly monitored and
exception reporting is regularly carried out.
8) Regular stress testing and back testing for various asset portfolios are being done at periodical intervals.

9) Non-Banking subsidiaries for their market related operations are having risk management policies as appropriate to their business lines and
as required by their regulators.

10)  Overseas Banking subsidiaries are responsible for risk monitoring of their investment portfolio as per the local regulatory requirements through
the Board approved Investment and Market Risk Management policies. Stop loss limit for individual investments and exposure limits for

certain portfolios have been prescribed.

Quantitative disclosures:

Minimum Regulatory Capital requirements for market risk as on 31.03.2012 is as under:
(T in crores)

Particulars Amount
Interest Rate Risk : 2,836.01
(Including Derivatives)

Equity position risk : 1,432.53
Foreign exchange risk : 108.46

Total: 4,377.00




i
i

. ke

o o S S e aRdE ®e §F F qe-a 6 Jos geart 3% §
A & W o Waw AR % g A1 A @ R # ol w A e
TE Sifgn sl % R ad a2
o TR S 1 e ey i R @ o wed d e 9
i e & e wiew s % g R E e B
.mm@ﬁﬁmaﬂ;mmmm

1334
FHE
ly

2 g

:

g

|

:

4

g2
%
S
&t
|

T3 S TR 9 s e & e A

et S s 5 W # faeeh fafema 9 sTavamAel & AR AR an

81 I R A R A, g R @, smeemfen
et 35 @ 2

)
|

i cared § W S P o R 3 o Pt F
Bl %
s A 4, i i 5 e 5 3 A o

S8 &
&t
5 sl

1155
E
g
'

= 3
S
:
%,
£
.
£

£
i

ot
I3

SR TR FH 3 I IE @ W g
T W @ F oS WA 1 § U 0 99 S 2

o o9 ST S A T e () S @ 2 e o
s 51 o A1 @ @ 3, A o 5 e S 4 v, s, e
ot =i e 1 1 A R 3% o e 4 sl s ¥ s

.
i
!
§
]
&
¥
1
i
l

LT IE Err
i pe
1%

|
|
H
3
:
A
kl
i

5
k)
&

e
= %%%ﬁﬂg
it

:

i

53343
@;é

2l
Sl
3
1%
2 o
3
2
E
.

1.03.2012

IR

5
:|
:
g

=

5

0

278

WA €2 o > arfiies NG 2011-12

arfetert ET®-10
dfT aft § = @ Sifew (IrgraTEt)
1. T TeReTeR
N o WEW

&N & S s T A B § A% @ Fed o o g Suel St w e §
7§ G o ST § G ¢ e wol A §5 i @ 2wl 31 5w, e,
TR, AW R A SR, SR, A e # e aef Wi § o e &
st T s Rafvat andt €1 qee-m o Rafy & omR W Ted s el o & 95 @
ol Fed & T R AW §F F G- 3 ARG W S w8l

A Ty Wi (querien) T S 3 oFa Tee T fava aa o
S S e A % SR o G 5 FE e % o Avee el 1 g 3w et
w e fr A o R 31 o enfa S gEe 9 S o o, fee
S i, 3% % 7w S 5 % Felor a5 A few dad ke 5 g6 b e
2 ik # P T e a6 31 e v S e (3ER % e R, e ak)
5 fou frow 5 wign wR fuifa R i oy st aeR Siter s 6 et
21 e dedt & i yu it aRa <o e & o el & e @ v g
& iR ol A W SEE FEvSH 1 e S ¢ a Ree o 81 9e TeR Sifaw & e
7 ot o e W g R o fafte fold o wher e @)
11w e 9% 7 7 i fean 2 5 s & deaie (e futor o) fam
o e SITTEl T AR fove S 2, 3 R At @ S R # S T,
S < e A A TR W S & Gaeeia 3w s 2 et
ST et Qi & s & g R % SR % & I8 A o § gar o
F e F 2
12 g fd 3% 3 safy R e F 3 @9 R deei & wem ¥ 6 9
S o dmet § AfE [ R @ R T & I # A @ @ o
o foren 1 % ol il W o R 5 g0 @ feifa st sim fergermon
f T 21 IR A R § g e # 3G gu e w et 5 e § g
et # sl a gu e s favemer & mem § dfadt & AR 9@ W
T A @ T A F 99 G @ 9 21 e F e § (e
) R A T e B AW ® A 1% T AR F & add @ o

Bl

13 T o e B 3 R Pt Rt st @ feto fen g -

T T AR & HW AT st yoma (G Tt
Ittt & v & w9 H)

foaer = o & ot (enRedl @ el aH

F fow = & § 19w § w) 5%

At F TR e § e (el e Same

5 fow = & § 1% Wi & @) 20%

1.4 SR e % FR S yga yeE @ 0w s & 20% #dm o i
Fe foamyt dm & s33wd €, 6 99 O o e ww v e S
A g W w3

2. TEENE UYE % URHER Yehe e
%, Jfgn W R (3Tem)

(% =T )
ferermur freer =
AT W AT
i 3 Zaae e @ o & A 100 R S F HW 4,12829
F 90 AN 99 W 196
@. IR W AR e ()
(% #g #)
Terarur fraer =
T W gHT
M SR ZFaE A @ W &l § 100 SR S & 4,747.06
1 el TR I (W) W R




State Bank of India > Annual Report 2011-12

TABLE DF-9 : OPERATIONAL RISK

A. The structure and organization of Operational Risk Management function
® The Operational Risk Management Department is functioning in SBI as well as
Associate Banks (ABs) as part of the Integrated Risk Governance Structure under
the control of respective Chief Risk Officer.
® The operational risk related issues in other Group entities are being dealt with as
per the requirements of the business model and their regulators under the overall
control of Chief Risk Officers of respective entities.
B. Policies for control and mitigation of Operational Risk
The following policies are in place in SBI and ABs:
®  Operational Risk Management policy, seeking to establish explicit and consistent
Operational Risk Management Framework for systematic and proactive identifi-
cation, assessment, measurement, monitoring, mitigation and reporting of the
Operational Risks.
®  Policy on Business Continuity Planning (BCP).
@ Policy on Know Your Customer (KYC) Standards and Anti Money Laundering (AML)
Measures.
@ Policy on Fraud Risk Management.
e Qutsourcing Policy.
Inaddition, Overall Product Vetting Committee for vetting of new products is in place.

Domestic Non-Banking and Overseas Banking entities
Policies as relevant to the business model of Non-Banking entities and as per the
requirements of the overseas regulators in respect of Foreign Banking subsidiaries
are in place. A few of the policies in place are — Disaster Recovery Plan/ Business
Continuity Plan, Incident Reporting Mechanism, Outsourcing Policy, etc.

C. Strategies and Processes

The following measures are being used to control and mitigate Operational Risks in the

Domestic Banking entities:

@ “Book of Instructions”, which contains detailed procedural guidelines for processing
various banking transactions. Amendments and modifications to update these guide-
lines are being carried out regularly through e-circulars. Guidelines and instructions
are also propagated through Job Cards, e-Circulars, Training Programs, etc.

® Manuals and operating instructions relating to Business Process Reengineering
(BPR) units.

@  Delegation of Financial powers, which details sanctioning powers of various levels
of officials for different types of financial transactions.

® The process of building a comprehensive database of losses due to Operational
Risks has been initiated, to facilitate better risk management.

® A web-based tool for collecting loss data, including Near Misses, from Branches
has been developed to facilitate better risk management.

@ Training of staff - Inputs on Operational Risk is included as a part of Risk Manage-
ment modules in the training programmes conducted for various categories of
staff at Bank’s Apex Training Institutes and Staff Learning Centers.

@ Insurance cover is obtained for most of the potential operational risks excluding frauds.

® Internal Auditors are responsible for the examination and evaluation of the adequacy
and effectiveness of the control systems and the functioning of specific control pro-
cedures. They also conduct review of the systems established to ensure compliance
with legal and regulatory requirements, codes of conduct and the implementation
of policies and procedures. They are also responsible for validation of data.

®  Web-based Risk and Control Self Assessment (RCSA) process has been rolled out
for identification, assessment, control and mitigation of Operational Risks. Top
risks identified in the RCSA exercises are being reported to Operational Risk Man-
agement Committee (ORMC) in SBI and ABs.

® |n SBI, detailed assessment of significant Operational Risks is conducted by Focus
Groups consisting of senior officials at Controlling Offices. These Groups also sug-
gest control and mitigation measures for implementation across the Bank.

®  |n SBI, Risk Management Committee has been constituted in the Circles for better
Operational Risk Management.

@ In order to minimize the impact of business disruptions and system failures, the
Bank (SBI) and ABs have robust Business Continuity Management in place, which
includes testing the efficacy of the plans at regular intervals.

® The Bank (SBI) and ABs proposes to be ready with fully developed internal sys-
tems for quantifying and monitoring operational risk as required under Advanced
Measurement Approach (AMA). The Bank (SBI) and ABs propose to apply for mi-
gration to AMA to RBI this year.

Domestic Non-Banking and Overseas Banking entities
Adequate measures by way of systems and procedures and reporting has been
put in place.

D. The scope and nature of Risk Reporting and Measurement Systems —

®  Asystem of prompt submission of reports on Frauds is in place in all the Group entities.

® A comprehensive system of Preventive Vigilance has been established in all the
Group entities.

®  Significant risks thrown up in RCSA exercise and loss data are reported to Top Man-
agement at regular intervals.

@ For 31.03.2012, Basic Indicator Approach with capital charge of 15% of average gross
income for previous 3 years is applied for Operational Risk except Insurance Companies.
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TABLE DF-10
INTEREST RATE RISK IN THE BANKING BOOK (IRRBB)

1. Qualitative Disclosures

Interest Rate Risk:

Interest rate risk refers to impact in Bank's Net Interest Income and the

value of its assets and liabilities arising from fluctuations in interest rate

due to internal and external factors. Internal factors include the composition
of the Bank's assets and liabilities, quality, maturity, interest rate and re-
pricing period of deposits, borrowings, loans and investments. External
factors cover general economic conditions. Rising or falling interest rates
impact the Bank depending on Balance Sheet positioning. Interest rate risk
is prevalent on both the asset as well as the liability sides of the Bank's

Balance Sheet.

The Asset-Liability Management Committee (ALCO) is responsible for

evolving appropriate systems and procedures for ongoing identification and

analysis of Balance Sheet risks and laying down parameters for efficient
management of these risks through Asset Liability Management Policy of
the Bank. ALCO, therefore, periodically monitors and controls the risks and
returns, funding and deployment, setting Bank's lending and deposit rates,
and directing the investment activities of the Bank. ALCO also develops the
market risk strategy by clearly articulating the acceptable levels of exposure
to specific risk types (i.e. interest rate, liquidity etc). The Risk Management

Committee of the Board (RMCB) oversees the implementation of the system

for ALM and reviews its functioning periodically and provide direction. It

reviews various decisions taken by Asset - Liability Management Committee

(ALCO) for managing interest risk.

1.1 RBI has stipulated monitoring of interest rate risk through a Statement
of Interest Rate Sensitivity (Repricing Gaps) to be prepared at monthly
intervals. Accordingly, ALCO reviews Interest Rate Sensitivity statement
on monthly basis and monitors the Earnings at Risk (EaR) which
measures the change in net interest income of the Bank due to parallel
change in interest rate on both the assets and liabilities.

1.2 RBI has also stipulated to estimate the impact of change in interest
rates on economic value of bank's assets and liabilities through Interest
Rate Sensitivity under Duration Gap Analysis (IRSD). Bank also carries
out Duration Gap analysis as stipulated by RBI at quarterly intervals.
The impact of interest rate changes on the Market Value of Equity
(MVE) is monitored through Duration Gap Analysis by recognizing the
changes in the value of assets and liabilities by a given change in the
market interest rate. The change in the value of equity (including
reserves) with 1% parallel shift in interest rates for both assets and
liabilities is estimated.

1.3 The following prudential limits have been fixed for monitoring of various

interest risks:

Changes on account of Interest

rate volatility

Changes in Net Interest Income

(with 1% change in interest

rates for both assets and liabilities) 5%

Change in Market value of Equity

(with 1% change in interest rates

for assets and liabilities) 20%

1.4 The prudential limit aims to restrict the overall adverse impact on
account of interest rate risk to the extent of 20% of capital and reserves,
while part of the remaining capital and reserves serves as cushion for
other risks.

Maximum Impact
(as % of Capital and Reserves)

2. Quantitative Disclosures for SBI Group

A. Earnings at Risk (EaR)
(X in crores)

Particulars Impact on NIl

Impact of 100 bps parallel shift in interest rate 4,128.29
on both assets and liabilities on Net Interest

Income (NII)

B. Market Value of Equity (MVE)
(X in crores)

Particulars Impact on MVE

Impact on 100 bps parallel shift in interest rate 4,747.06
on both assets and liabilities on Market Value

of Equity (MVE)
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Additional Disclosures on Group Risk
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Qualitative Disclosure
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In respect of Group entities *

[Overseas Banking entities, Domestic Banking entities and Non-Banking entities]

General Description on

Corporate Governance
Practices

All Group entities adhere to good
Corporate Governance practices.

Disclosure Practices

All Group entities adhere to /
follow good disclosure practices.
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Arm’s Length Policy in
respect of Intra Group
Transactions

All Intra-Group transactions
within  the State Bank Group
have been effected on Arm's Length
basis, both as to their commercial
terms and as to matters such
as provision of security.
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Common marketing,
branding and use of SBI's
Symbol

No Group entity has made use of
SBI symbol in a manner that may
indicate to public that common marketing,
branding implies implicit support of SBI
to the Group entity.
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Details of Financial
Support#, if any

No Group entity has provided /
received Financial Support from
any other entity in the Group.
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Adherence to all other
covenants of Group Risk
Management Policy

All covenants of the Group Risk
Management Policy have meticulously
been complied with by the Group
entities.
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#Intra-group transactions which may lead to the following have been broadly
treated as 'Financial Support':
a) inappropriate transfer of capital or income from one entity to the other

in the Group;
b

expected to operate;

c) adverse impact on the solvency, liquidity and profitability of the
individual entities within the Group;

d) evasion of capital or other regulatory requirements;

e) operation of 'Cross Default Clauses' whereby a default by a related entity
on an obligation (whether financial or otherwise) is deemed to trigger

a default on itself.
* Entities covered

vitiation of the Arm's Length Policy within which the Group entities are

Banking-Domestic | Banking—Overseas

Non-Banking

State Bank of India | State Bank of India
(California)

SBI Capital Markets Ltd.

State Bank of

State Bank of India
Bikaner & Jaipur (Canada)

SBI Cards & Payment
Services Pvt. Ltd.

State Bank of
Hyderabad

SBI (Mauritius) Ltd.

SBI DFHI Ltd.

State Bank of

Commercial Bank of | SBI Funds
Mysore India LLC, Moscow

Management Pvt. Ltd.
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State Bank of
Patiala

Nepal SBI Bank Ltd.

SBI General Insurance
Company Ltd.

THaTE e e @, .

State Bank of
Travancore

PT Bank SBI Indonesia | SBI Global Factors Ltd.

T o hew mf

SBI Life Insurance Co. Ltd.

T T T
i A L

SBI Pension Funds Pvt. Ltd.

SBI SG Global Securities
Services Pvt. Ltd.




