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(i)

for future requirements. Milestones of managing
307 million accounts, 56 million transactions in a
day and 2,067 transactions per second have been
achieved.

A centralized functionality to generate and provide
statements of accounts to all Current Account
customers, Home Loan interest/installment
payments certificates and TDR/STDR interest paid
during the year with TDS particulars have been
rolled out. Similar customer service initiatives are
on the anvil. A centralized Credit Data Processing
(CCDP) functionality fully integrated with CBS has
been implemented to collate data for annual
closing activities.

Expanding foot prints through Alternate Channels:

March 11  March 12
ATMs  No. of ATMs of
the Group 25,005 27,286
No. of ATMs of SBI 20,084 22,141
Average hits per day 285 285
Debit Cards (in lakh) 728 910
Internet No. of Customers
Banking (in lakh) 62.57 89.63
No. of transactions
during the Financial
year (in lakh) 1,437.46  2,610.32
Mobile  Registered Mobile
Banking users (in lakh) 10.13 36.45
No. of successful
financial transactions
(in lakh) 49.30 190.65
No. of Non financial
transactions (in lakh) 95.23 317.72
Contact No. of registered
Centre  customers (in lakh) 9.96 15.31
ATM

State Bank Group has in its stable, variants of
ATMs namely Bunch Note Acceptors, Bio metric
ATMs, Low Cost Rural ATMs, Solar Powered
ATMs, Multi function Kiosks - for printing
passbooks, statement of accounts, bar code
readers for utility bill payments, internet banking
etc. While cash deposit facility has been activated
at some of the ATMs, we are now going to
deploy a large number of Cash Deposit Machines
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No.

of ATMs for the Group

25005 "\ 27286

March 2011 March 2012

(ii)

(iii)

(Bunch Note Acceptors) at ATM locations which
customers can use 24x7 to deposit cash. 50 such
machines have already been deployed and we
plan to deploy another 600 Cash Deposit
Machines this year.

Cash out incidents in ATMs have been eliminated.

Mobile Banking:

As on 31t March 2012, there were 3.65 Million
customers using the Service with more than
1.20 lacs daily transactions, around 46% of
which are financial transactions amounting to
32.45 crores.

SBI is the market leader in this space, both in
the number and value of the financial
transactions with 83.70% market share in number
of transactions and 49% share in transaction
value (source: RBI data on mobile banking
transactions — Feb 2012).

StateBank Freedom Premium, the new GPRS
based mobile banking service has been rolled
out.

SBI has launched mobile technology based
prepaid payment services under the brand name
of StateBank MobiCash on pilot basis in Delhi
and Mumbai Circles of the bank.

Internet Banking:

Internet banking service is available through
www.onlinesbi.co.in for both retail and
corporate customers of the bank. Retail Internet
Banking: SBI 'Instapay’ for utility bills payment,
Corporate Internet Banking: CINB Saral- a
simplified single user Corporate Internet Banking
facility for small entrepreneurs etc. have been
added during the year.

Foreign Offices:

137 branches in 24 countries, including
2 OBUs in India, run their operations on a
common banking applications software, with
their databases connected to a Central Data
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Centre backed up by a synchronized Disaster
Recovery Site. All foreign offices use Internet
Banking channel and 130 ATMs at various
locations abroad cater to the Bank’s overseas
customers with most of the ATMs connected
to the centralized ATM Switch in India

Enterprise Data Warehouse:

The second phase of Enterprise Data Warehouse
Project is under implementation. Dashboards
have been developed and deployed to facilitate
decision making by top executives of the
Bank. Campaign Management tool has been
implemented and campaigns through emails/
SMS have been launched by various Business
Units targeting customers under various
segments.

Payment System Group:

NEFT and RTGS continue to remain the most
cost-effective and efficient modes for
remittance. Our Bank has maintained
2" position as on 31 March 2012 with
market share of 13.70% in NEFT and continues
to be the market leader in RTGS with a share
of 13.85 % as on 31t March 2012. Cheque
Truncation System (CTS) has been implemented
in Chennai which will become part of the
southern Grid for CTS. Swift Gateway has
been centralized by shifting UK, US and
Frankfurt operations to Swift Operation Centre,
Mumbai.

Networking:

The Bank has implemented a secured, robust
WAN architecture network built with equipment
owned by SBI, connecting branches/offices
and ATMs of State Bank Group through leased
lines, VSATs and CDMA technology. While
leased lines have been procured for the primary
link for connectivity, ISDN lines or VSAT's have
been provided as backup. Wherever leased
lines have not been found feasible, VSAT's
have been provided to the branches for
connecting to Bank's network. The bandwidth
for VSATs is being upgraded from 32 kbps to
64 kbps at all locations. The Bank is also
exploring alternate technologies like 3G, CDMA-
EVDO, etc. to provide alternate connectivity.
The Bank proactively monitors the bandwidth
utilization and upgrades wherever warranted.
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The Bank has in operation a state of the art
video conferencing facility connecting all
administrative offices and important branches.
RISK MANAGEMENT & INTERNAL CONTROLS
Risk Management in SBI

Risk Management Structure

The Risk Governance Structure in place in the Bank
is as under:

Board of Directors

Risk Management
Committees

Credit Risk Management
Committee (CRMC)

Market Risk Management

Committee (ALCO)

Asset Liability Committee (MRMC)

Risk Management Committee
Management -

of the Board (RMCB)

Operational Risk Management

Committee (ORMC)

DMD & CCRO

Group Risk Management

Committee (GRMC)
CGM (RM)

An independent Risk Governance Structure is in
place for Integrated Risk Management covering
Enterprise, Credit, Market, Operational and Group
Risks. This framework visualises empowerment of
Business Units at the operating level, with
technology being the key driver, enabling
identification and management of risk at the place
of origination.

Basel Implementation

In accordance with RBI guidelines, the Bank has
migrated to the Basel |l framework, with the
Standardised Approach for Credit Risk and Basic
Indicator approach for Operational Risk w.e.f.
March 31, 2008, having already implemented the
Standardised Measurement Method for Market
Risk w.e.f. March 31, 2006.

RBI has issued Guidelines on Implementation of
Basel Ill Capital Regulations in India on
2" May, 2012. These Guidelines will become
effective from January 1, 2013. Bank is in the
process of putting in place appropriate mechanism
to comply with these guidelines.

Enterprise Risk Management

During the year, the Bank has set in motion the
due process required for filing of application/letter
of intent to RBI for implementing Advanced
Approaches under Basel Il, comprising of the three
Pillar | Risks viz. Internal Rating Based (IRB)
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approach for Credit Risk, Internal Model Approach
for Market Risk and Advanced Measurement
Approach for Operational Risk.

The Bank has in place the Internal Capital
Adequacy Assessment Process (ICAAP)
Document as required by Pillar Il of New Capital

Adequacy Framework under Basel Il as
prescribed by RBI.
The ICAAP process covers identification,

measurement, management, capital assessment
and stress testing of material risks and also
detailed additional capital requirements on
account of such risks. Besides the aforesaid three
Pillar I Risks, the ICAAP also covers Pillar Il Risks
such as Liquidity Risk, Interest Rate Risk in the
Banking Book, Credit Concentration Risk,
Reputation Risk, Strategic Risk etc.

Credit Risk Management (CRM)

In addition to implementing the Standarised
Approach, well defined credit risk practices such
as use of Credit Risk Assessment (CRA) Models,
Industry Exposure Norms, Counterparty Exposure
Limits, Substantial Exposure Norms, Macro
Economic Stress Tests etc., have also been put in
place to improve credit risk management

The Bank has now set in process a project to
migrate to Internal Rating Based (IRB) Approach.

* Models for estimation of Probability of
Default (PD), Loss Given Default (LGD), and
Exposure At Default (EAD) are being
developed.

% Credit risk data mart is being set up.

% Retail scoring and behavioural scoring models
are being implemented.

Market Risk Management (MRM)

In accordance with RBI guidelines, Market Risk
Management is governed by the Board approved
policies covering Investment, Trading, Foreign
Exchange, Derivatives, Value at Risk & Stress Testing
which stipulate limits for various products and risk
types in the portfolio. These limits along with
Management Action Triggers & Stop Loss Triggers are
monitored on a daily basis and in case of breaches;
appropriate actions are initiated by the business units
as per the policy prescriptions.
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Operational Risk Management(ORM)

The main objectives of the Bank’s ORM are to
continuously review systems and control
mechanisms, create awareness of operational risk
throughout the Bank, assign risk ownership,
alignment of risk management activities with
business strategy and ensuring compliance with
regulatory requirements.

The Operational Risk Management Policy of the
Bank establishes a consistent framework for
systematic and proactive identification, assessment,
measurement, monitoring and mitigation of
operational risk & applies to all business and
functional areas within the Bank, and is
supplemented by operational systems, procedures
and guidelines which are periodically updated.

Group Risk Management (GRM)

A Group Risk Management policy is in place which
applies to all Associate Banks, Banking and Non-
banking Subsidiaries and Joint Ventures of the
State Bank Group under the jurisdiction of
specified regulators and complying with the
relevant Accounting Standards, where SBI has
investment in equity shares of 30% and more with
control over management of the entity.

All Group entities are encouraged to align their
policies and practices with the Group, follow Basel
prescriptions, guidelines of their regulators besides
international best practices.

The Group ICAAP Document for the State Bank
Group is also prepared and submitted to RBI as
required by Pillar Il of New Capital Adequacy
Framework.

Chief Information Security Officer [CISO]

Bank has implemented a robust IT policy and
Information System Security policy which are in
line with the international best practices. These
policies are reviewed periodically and suitably
strengthened in order to address emerging
threats. Regular security drills and employee
awareness programs are conducted to ensure
security and increase awareness among staff.
Business Continuity Management System (BCMS)
has been implemented at Global IT centre,
Belapur. Bank is also among the forerunners in the
process of implementing the new RBI Guidelines
for the Banking Sector in this area.
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INTERNAL CONTROLS

The Bank has in-built internal control systems with well-
defined responsibilities at each level and conducts
internal audit through its Inspection & Management
Audit Department. Audit Committee of the Board (ACB)
exercises supervision and control over the functioning
of the department. The inspection system plays an
important and critical role in identification, control and
management of risks by using international best
practices in the internal audit function which is
regarded as one of the most important components
of Corporate Governance. The Bank carries out mainly
two streams of audits — Risk Focussed Internal Audit
(RFIA) and Management Audit covering different facets
of Internal Audit requirement. All accounting units of
the Bank like branches, Business Process Reengineering
(BPR) entities, major critical corporate centre
departments like Foreign Account Office, Treasury
operations, Central Accounts Office etc., are subjected
to RFIA. Management Audit covers administrative
offices and examines policies and procedures besides
quality of execution thereof.

Besides the above, the department conducts Credit
Audit, Concurrent Audit, Information Systems Audit,
Home Office Audit (audit of foreign offices) and
Expenditure Audit. Risk Focussed Internal Audit (RFIA)
helps in appropriately capturing all types of risks
residing in operating units. Credit Audit is conducted
for units with large credit limits and Concurrent Audit
is carried out at branches including BPR outfits having
large deposits, advances & other risk exposures.
Expenditure Audit, involving scrutiny of accounts and
correctness of expenditure incurred, is conducted at
administrative offices including Corporate Centre
Establishments and Lead Bank Offices, etc. To verify
the level of rectification of irregularities by branches,
audit of compliance at select branches is also
undertaken. The Information System Audit (IS Audit)
of the centralised IT establishments is also being
conducted.During the year, 8416 domestic branches/
BPR entities were audited covering more than 99% of
branches falling due for audit. No branch remained due
for audit beyond the periodicity prescribed by RBI.

VIGILANCE

The concept of Vigilance as an investigative process
and an exercise for punitive action has evolved to that
of “Vigilance for Corporate Growth”, the emphasis
getting shifted from punitive vigilance to “Preventive

and Proactive Vigilance” through an active participation
of all concerned.

In this context, two important issues deserve a special
mention viz. (i) Preventive Vigilance Committee (PVC)
Meetings being held at the branches and the BPR
outfits and (ii) Whistle Blower Scheme. Through PVC
meetings every employee can share his views on
preventive vigilance, suggest and implement various
measures specifically suited to his workplace and
participate in a collective exercise of ensuring
watchfulness and alertness in his official functions.
Under “Whistle Blower Scheme” the staff members are
expected to advise appropriate authorities about
irregular and unethical practices, if any, being indulged
in by colleagues and even seniors.

While Vigilance Administration seeks, as one of its
functions, to suitably punish the delinquent employees,
it also protects the legitimate and bona fide decisions
taken in the interest of the organization. The number
of vigilance case brought to conclusion during the year
2011-12 is 1447, in which 1307 employees have been
inflicted with various penalties for their proven
misconducts.

The number of officers retired under Rule-19(3) of SBI
Officers' Service Rules has substantially come down
from 54 to 11 during the year. All efforts are made to
conclude such cases in the shortest possible time.

Considering the size of our Bank, we have set up
Vigilance Departments at each of the 14 Circles,
headed by Deputy General Managers. The apex
Vigilance Department at Corporate Centre is headed
by the Chief Vigilance Officer of the rank of Chief
General Manager. The Department reports to the
Chairman directly and conducts its affairs in an
independent manner. The guidelines of the Central
Vigilance Commission (CVC) are followed by the
vigilance set-up in its functioning.

Fraud Prevention & Monitoring

The measures taken for prevention of frauds are as
under:

e The KYC Compliance and Fraud Prevention day was
observed on 1% August every year.

e The Preventive Vigilance Committees are formed
at the branches having staff strength of 10 or more
(including SAM branches) and at CPCs/Cells
irrespective of their staff strength, as per the
revised scheme approved by the Vigilance
Department at Corporate Centre.
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To encourage/popularize ‘Whistle Blower’ Policy,
DGM (Vigilance) at Corporate Centre and DGM
(Vigilance) at LHO have been made the Designated
Officers for the purpose.

Biometric authentication by users is being
implemented in 100 sensitive Branches shortly and
remaining branches by September 2012 in phases.

Fraud Analysis Cell (FAC) has been created at Jaipur
to monitor transactions through alerts being
thrown by the software

BUSINESS PROCESS RE-ENGINEERING (BPR)

BPR initiatives have been undertaken by the Bank
with the objective to “transform the Bank into a
world class financial institution by proactively
reaching out to acquire new high net worth
customers, building deep and lasting relationships
with existing customers and providing all
customers with the best quality of service across
multiple channels”. The usage of Multi City
Cheques has been popularised & these
instruments can be paid at all the branches of the
Bank across the country. The BPR initiatives have
resulted in handling increased volume with
deriving the benefits of standardisation, skill
pooling, economies of scale, improved ambience,
significantly increased and proper customer space.
Under future initiatives, the BPR would be
focussing on new processes & technology
upgrades in order to create and sustain market —
leading practices so as to retain leadership position
in the Indian Banking Industry.

14 Liability Centralised Processing Centres (LCPSs)
have been opened across the country as against 4
previously, in order to handle increased volume
of account opening and faster delivery of
personalised cheque books & ATM cards to the
customers. They have also contributed in
improving the quality of scrutiny of the Account
Opening Forms in terms of KYC compliance.

Drop Boxes at onsite ATMs

6660 Drop Boxes have been installed at all onsite
ATMs for providing 24x7 facility to the customers
to deposit cheques / collection instruments.

HUMAN RESOURCES (HR)

NEW HR INITIATIVES:

A number of key initiatives have been taken by
the Bank during the current year to motivate the

Mr. Pranab Mukherjee, Hon'ble Finance Minister inaugurating
Golden Jubilee Celebrations of SBI Staff College, Hyderabad.

employees and increase productivity so as to
achieve the Bank’s growth plans.

PERSONNEL MANAGEMENT

A Whistle Blower Policy has been put in place for
reporting any unethical practices or behaviour by the
employees for violation of their service rules with a
provision for protection of interest/identity of the
whistleblower.

Investment of the Pension Fund, Provident Fund,
Gratuity Fund

a) After persistent efforts of many years, Rule
10 of the SBI Employees’ Pension Fund could
be amended to permit additional
contributions to the Pension Fund Corpus as
per the actuarial valuation. The Corpus has
now been invested in market securities. This
has led to insulating the funds from the
solvency risk of the Bank.

b) The Pension, Provident and Gratuity Fund
Corpus, which were held as ‘deposits’ with
the Bank, have been separated from the
Bank’s balance sheet and are invested in
market determined securities through our
Portfolio Managers, as per the approved
investment pattern of GOI/IT Rules. This was
made in the larger interests of the
stakeholders by making an amendment in
Rule 13 of the SBI Employees’ Provident Fund
Rules in FY 2011-12.

CADRE MANAGEMENT

a) The Performance Management System (PMS)
has been rationalized -a feedback system-on
the performances of the officersin Scale V and
above.
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b) Tomeet requirement of the skilled manpower
and to tap the emerging business
opportunities, 166 Specialist Management
Executives with qualification of CA/ICWA/
MBA (Finance, Marketing) were recruited
during the year.

c) 7 Special Technical Executives with B.E./
B.Tech qualification in the fields of Chemical,
Mechanical, Electrical, Metallurgical
Engineering appointed for manning
consultancy cells in Circles.

d) Further, 917 Probationary Officers and 118
other Specialist Officers have been recruited
during FY 2011-12. This will take care of the
Bank’s requirements of officers in operations
and specialised areas.

e) Besides successfully holding online
examination for promotion from JMGS | to
MMGS I, all promotion exercises in respect
of officers up to the grade of Deputy
Managing Director were completed in time
during the year.

INDUSTRIAL RELATIONS

Cordial industrial relations were maintained with
both Officers’ and Staff Federation through
meaningful dialogue / discussions with them
during the year. However, there was a strike call
from the Officers’ Federation on 8th and 9th
November 2011 which would have closed the Bank
for public transactions for a continuous period of
5 days. The Management took appropriate steps
and the strike did not materialise. Meanwhile,
issues raised by both the Federations were duly
examined and addressed.

HUMAN RESOURCES MANAGEMENT SOLUTIONS
(HRMS)

1. Processing and payment of salary of all the
employees of SBI, SBP, SBM & SBH is being
done through a centralised platform.

2. Automation of centralised PF related services
has facilitated faster settlement of terminal
benefits.

STRATEGIC TRAINING UNIT (STU)

The Strategic Training Unit (STU), operationalized
on 5% April 2010, has undertaken a number of
initiatives during the year to increase the
efficiency and effectiveness of the Bank’s training
system. Some of the major initiatives in this
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regard are as follows:

1. Over 2 lacs ( 96.7% of Bank’s staff strength )
employees were trained at 5 ATls and 47
SBLCs.

2. State Bank Training Management System has
been operationalised for creating a
comprehensive database and tracking of
training of all employees.

3. E-learning through HRMS portal has been
expanded to over 213 courses and about 83%
of the staff are now registered on the portal.

4. Leadership Development Programmes were
organised for Top Executives and Senior
Management.

5. Research studies by the Bank officials were
recognised by various outside publications /
agencies like Bancon, ICRIER, IBFA.

STAFF STRENGTH

The Bank had a total permanent staff strength of
2,15,481 on the 31st March, 2012. Of this, 80,404
(37.32%) are officers, 95,715 (44.42%) clerical staff and
the remaining 39,362 (18.26%) were sub-staff.

It has been decided to recruit 9500 new clerical staff
during the FY 2012-13 to meet the growing business
needs of the Bank.

5 YEARS COMPARISION OF STAFF STRENGTH

The category wise staff strength of the Bank for
the year ended March 2008, 2009, 2010, 2011 and
2012 was as under :

31.03.08 31.03.09 31.03.10 31.03.11 31.03.12

officers 57765 64685 70622 79728 80404
Assistants 76818 96974 87356 102701 95715
subordinate 44622 44237 42321 40504 39362
Total 179205 205896 200299 222933 215481
Addition

during the 6183(-) 26691 5597(-) 22634 7452(-)
year

INTELLECTUAL CAPITAL

Out of a total staff strength of 2,15,481 as on
31.03.2012, the academic qualifications of the
employees are as under:

Graduate — 1,14,943 (53.34 % ), Post — Graduate —
37,263 ( 17.30 % ) MBA — 3,239 ( 1.50 % ), Engg /
Technical — 165 ( 0.08 % ) Doctorate — 166 ( 0.08 % )
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IMPLEMENTATION OF PERSONS WITH DISABILITIES
(PWD) ACT 1995

Our Bank provides reservation to persons with
disabilities (PWDs) as per the guidelines of the
Government of India and section 33 of the PWD Act
1995. The Bank undertook the work of identifying roles
that could be handled by challenged employees, so as
to ensure their better integration and productivity
through suitable training. The total number of persons
with disabilities who were employed as on 31.03.2012
was 2,332 (details given as under).

Category Total  No. of Persons

With Disabilities
Officers 80,404 554
Assistants 95,715 1,557
Sub-staff 39,362 221
TOTAL 2,15,481 2,332

SC/ST Employees vis-a-vis
other Employees as on 31-03-2012

73.86%

B SC ST Others

REPRESENTATION OF SCHEDULED CASTES AND
SCHEDULED TRIBES VIS-A-VIS OTHER EMPLOYEES

As on the 31st March, 2012, 41,019 ( 19.03 %) of the
Bank’s total staff strength belonged to Scheduled Caste,
15,267 (7.08 % ) belonged to Scheduled Tribes and
1,59,195(73.89%) belonged to other categories.

In order to discuss issues relating to reservation policy
and effectively redress the grievances of the SC/ST
employees, Liaison Officers have been designated at
all Local Head Offices of the Bank as also at the
Corporate Centre at Mumbai.

The Bank has been conducting workshops on
reservation policy for SCs/STs/OBCs to impart
up-to-date knowledge/latest operative instructions

about the reservation policy and related areas to the
SC/ST cell officers, representatives of SC/ST welfare
Association and the Liaison officers.

Government of India representatives, inspected the
reservation roasters for SCs/STs/OBCs/PWDs at all the
14 Circles and found this maintained satisfactorily.

Pre-recruitment and pre-promotion training
programmes are being conducted to enable SC/ST
candidates to achieve the prescribed standards to
effectively compete with other candidates.

5. OFFICIAL LANGUAGE

Efforts have been made by the Bank during the
year for meeting various requirements and targets
fixed by GOI with regard to the implementation
of Official Language policy in the Bank. The task of
providing facility of Hindi in Core Banking System
(CBS) has been completed with all earnestness and
provision of facility to work in Hindi in CBS have
been successfully activated in all the branches of
the bank. ATM hits through Hindi medium were
52063356 this year, as compared to 48811432 hits
recorded last year reporting an increase of about
6.70%. To augment the usage of Hindi by staff in
office correspondence, the provisions of Official
Language Policy of the Government have been
uploaded in the Bank’s Intranet Site. Further, the
Bank’s in-house Hindi Magazine “Prayas” bagged
1st prize in the Hindi In-house Magazine
Competition organised by RBI for the year
2010-11. This is the sixth time that our magazine
touches this glorious adornment.

6. COMPENSATION POLICY FOR DEFICIENCY IN
SERVICE

As a premier Bank of the nation, SBI always strives
to create and maintain highest standards of
customer service and in any unlikely event of any
slippage in services extended to customers, the
Bank has put in place a Board approved
Compensation Policy to compensate for such
slippages. The policy ensures that appropriate
financial compensation is provided to the recipients
to these services, without requesting for it.

7. BANK’S OUTSOURCING POLICY

RBI have permitted banks to outsource non-core
functions and the Bank has accordingly put in place
a Board approved Outsourcing Policy.



