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CDR system has done well as a resolution option for
stressed assets which are seen to have the potential
for revival. Out of 165 companies brought under CDR
from the entire Banking System, SBI has an exposure
in 61% cases (i.e. in 101 companies with exposure of
Rs. 7,649 crore).

Out of these, 21% of CDR cases i.e. 22 companies
carrying 29% exposure (Rs. 2196 crore) have been
revived and have since exited CDR due to improved
performance — a few of these being now high growth
companies. 23 other cases have been withdrawn from
CDR system. Live cases under CDR as on 31.03.2008
number 56, amounting to Rs. 4,409 crore, of which,
34 cases with Rs.3,408 crore (77%) exposure are
classified as "Standard".

1.1.3. Two Financial Assets involving principal
outstanding of Rs.25.22 crore have been sold to other
banks / ARCIL during the year.

I.1.4. One asset with an exposure of Rs.9.00 crore has
been purchased with which a beginning has been
made in purchase of NPAs by the Bank.

J. INFORMATION TECHNOLOGY:

Our IT initiatives have played a major role in
transforming the Bank into a highly responsive
organization to meet the challenges of a globalised
economy. The Bank is pursuing an aggressive IT
policy as a strategic initiative to meet the growing
competition for business, achieve efficiency in
internal operations and meet customer expectations.
With this end in view, the reach of our IT initiatives
was expanded to cover more banking touch points
and overall business.

J.1. Core Banking: Core Banking Solution (CBS)
presently covers 9390 domestic branches transacting
more than 98% of the Bank’s domestic business. CBS
offers anytime anywhere banking through Multicity
Cheques and other products. Our 407 branches have
been enabled for Core integrated Trade Finance
solution. We have provided to our customers a full
featured internet frontend ‘eTradeSBI’ for their trade
related transactions.

J.2. Internet Banking: Internet Banking has been
implemented at 9112 domestic branches, and is used
by retail banking as well as Corporate customers for
enquiry, downloading account statements, e-rail, e-
ticketing for Indian Airlines, e-tax, fee payment, e-
pay (online utility bill payment), Bulk payments by
corporates, funds transfer to customers of our Bank
as well as of other banks through Visa Money Transfer,
RTGS and NEFT. Our Corporate Internet Banking

(CINB) enables our corporate customers to transact
almost all of their banking transactions through
internet. Through our fully featured CINB account
‘Vistaar’ (Freedom), corporates can make transactions
upto an amount of Rs 500 crore per transaction from
their own offices. CINB customers can also submit
online requests for issue of drafts. They can also make
payments to EPFO, DGFT and OLTAS besides making
payments to their suppliers and vendors.

J.3. Foreign Offices Project: Finacle software for
Treasury and Core Banking Solution has been
implemented at 82 foreign offices in 32 countries.
Our 70 foreign offices have been enabled in 17
countries to offer Internet Banking. INR remittance
facility through Internet Banking has been provided
to branches in 11 countries. This facility will be
extended to all the foreign branches soon.
ATM facilities have also been provided in 7 of our
foreign offices.

J.4. ATMs: We have the largest ATM network in the
country with 8460 ATMs of State Bank Group
installed throughout the length and breadth of the
country. Our ATMs are enabled for various value
added services like payment of utility bills, mobile
top up, SBI card bill payment, SBI Life premium
payment, donation to Trusts / Temples and funds
transfer. Further, bilateral sharing of ATMs with
thirteen banks has brought additional 10500 ATMs
within the reach of our customers. We have plans to
scale up our ATM network to 15000 by March 2009
and to 25000 by March 2010.

J.5. Payment Systems Group: Through our Payment
Systems Group (PSG), we have enabled 8817
branches for RTGS and 9425 branches for NEFT. We
also introduced Instant Inward Rupee remittances
from Foreign Offices (FOs) for direct credit to CBS
accounts in any of the State Bank Group branches.
This facility has also been integrated with RTGS and
NEFT enabling Foreign Offices to send Rupee
remittances to any Bank in the country. On-line
Rupee remittance facility to beneficiaries in Nepal
from authorised CBS branches of SBI is another
product introduced during the year. Other banks in
the country can also effect Rupee remittances to
Nepal through this facility by originating the
transactions at their end and forwarding them
through NEFT to the Payment Hub at PSG.

J.6. Information Security: IT Policy and IS Security
Policy have been implemented after being
benchmarked against best global practices. The Bank’s
Information Systems are regularly reviewed to ensure
that these are adequately secure.
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J.7. Networking: State Bank Connect, the Wide Area
Networking (WAN) project of the Bank, is capable of
carrying data, voice and video in a secure way. All
Applications requiring connectivity now ride on the
State Bank Connect backbone. A total of 14625
branches / offices have so far been brought under State
Bank Connect.

Miscellaneous Operations
K Risk Management & Internal controls
L Business Intelligence
M Customer Service & Community Services Banking
K. RISK MANAGEMENT & INTERNAL
CONTROLS

RISK MANAGEMENT IN SBI
K.1. Risk Management Structure

e Anindependent Risk Governance structure in line
with the international best practices has been put
in place in the Bank. In view of the growing
volume and complexity in business, risk
management has assumed critical importance.
Accordingly, the Bank has elevated the risk
function to Board level by appointing the
Managing Director as Chief Risk Officer to ensure
this crucial function gets the importance it
deserves.

e The Bank has Board approved policies and
procedures in place to measure, manage,
mitigate various risks such as Credit, Market,
Operational, Liquidity, and Interest Rate Risks
across all its portfolios.

e The Risk Management Committee of the Board
oversees the policy and strategy for risk
management. In addition, various Risk
Committees, namely the Credit Risk Management,
Asset Liability, Market Risk Management and
Operational Risk Management Committees are in
place to monitor risks in their respective areas on
an ongoing basis.

K.2. Migration to Basel Il

e The Bank, as per RBI Guidelines, has migrated to
Basel Il as on 31st March 2008 with the
Standardized Approach for Credit Risk and Basic
Indicator Approach for Operational Risk, having
already implemented Standardized Duration
Method for Market Risk with effect from
31.03.2006. Simultaneously, processes have been
set in train for fine-tuning Systems & Procedures,
Information Technology capabilities and Risk

Governance Structure to meet the requirements
of the Advanced Approaches.

K.3. Credit Risk Management

e Credit Risk Management processes encompass
identification, assessment, measurement,
monitoring and control of the credit exposures.

e The Bank has multiple Credit Risk Assessment
models in place covering Manufacturing, Trade,
Non-Banking Financial Corporations, Banks and
Primary Dealers. The Credit Risk Models
developed for Manufacturing and Trading sectors
have been refined to conform to the requirements
under Advanced Internal Based Approach of
Basel II. The other models are also being reviewed.

e The Bank conducts Industry studies to assess the
Risk prevalent in each industry and also gives
guidelines to operating functionaries in lending
to these industries. Industry wise exposure limits
are fixed and monitored regularly.

e The Bank manages its portfolio of loan assets
with a view to limiting concentrations in terms
of risk quality, geography, industry, maturity and
large exposure.

K.4. Market Risk Management

e Market risk is the risk that the value of the “on” &
“off” balance sheet positions of the Bank will be
adversely affected by movements in market
variables viz: interest rates, exchange rates, equity
and commodity prices.

e Market Risk Management is governed by Board
approved Policies for Investment and Trading in
Bonds, Equities and Foreign Exchange. The
identification, measurement, monitoring and
reporting of Market Risk is done by the Market
Risk Management Department which is a part of
the independent Risk Governance Structure of
the Bank.

e Exposure, Stop loss and Duration limits have been
prescribed. These limits along with other
management action triggers, are tracked daily and
necessary action initiated as required to control
and manage Market Risk.

e In addition, Value at Risk (VaR) is generated on a
daily basis for the purpose of close monitoring. Back
testing of VaR numbers is also carried out to validate
these measurements. The portfolio is also subjected
to Stress testing under various scenarios so that a
proper understanding of the potential losses under
extreme price movements is always kept in view.
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