Development Authority (PFRDA) for
management of Pension Funds under the New
Pension System for Central Government (except
Armed Forces) and State Government
Employees. SBIPF, wholly owned subsidiary of
the State Bank Group, commenced its operations
from April 2008. SBIPF has got the mandate to
manage 55% of the total corpus of pension funds
received under the New Pension System during
2008-09. The total “Assets Under Management”
of the company as on 31st March 2009 was
Rs.1,173.23 crores on which a management fee
of Rs. 26.32 lacs was received. The Company
recorded a net profit of Rs. 0.04 crores.

Important Developments during the year in
Associates & Subsidiaries:

e State Bank of Saurashtra, a wholly-owned
Associate Bank having major presence in the
state of Gujarat, was acquired by SBI during
the year with the approval of RBI and Govt.
of India. The Associate Bank had 461 branches
with an asset base of more than Rs.21,000
crores at the time of acquisition.

e The Bank has also decided to merge SBICI
Bank Ltd., a wholly owned domestic
banking subsidiary, with itself to bring about
further synergy and efficiency. Necessary
approval is awaited from the Government
of India.

e SBI Cap Securities Ltd. (SSL)., which is a
wholly owned subsidiary of SBI Capital
Markets Ltd., is proposed to be taken over
by SBI as a direct subsidiary in order to
impart greater synergy by undertaking
besides broking activities, marketing of other
wealth management products through State
Bank Group channels. The proposal is
awaiting necessary regulatory approvals.

e With a view to improving the market share in
domestic and international factoring business
as also to have synergy in operations and
optimising efficiency, the Bank has proposed
to merge SBI Factors and GTFL, two of its own
subsidiaries. The proposal is awaiting
necessary regulatory approvals.

ASSET QUALITY
NPA Management
The position of NPA reduction as on 31.03.2009

is given hereunder.

Table : 11 Asset Quality (Rs. in crores)

1 | Gross NPAs 15589
Gross NPA Percentage 2.84%

2 | Net NPAs 9552
Net NPA Percentage 1.76 %
Cash Recovery in NPA 2966

4 | Upgradation to Standard 3402
Assets
Write offs 1896
Gross reduction in 8264
NPAs (3+4+5)

7 | Fresh slippages of Standard 11015
Assets to NPA category

8 | Recovery in written 888
off accounts

Restructuring of impaired Standard Assets as well
as viable non-performing assets, both under CDR
mechanism as well as under Bank’s own scheme,
have been given top priority for arresting new
additions and reducing the existing level of NPAs.

The machinery for identification and monitoring
of Special Mention Accounts by making prompt
review and taking quick corrective action has also
been geared up for the purpose.

The Bank referred 9 cases with aggregate exposure
of Rs. 883 crores to CDR mechanism this year out
of a total of 20 cases with aggregate exposure of
Rs. 1,235 crores referred to CDR by the whole
Banking system. Our share in the debt in the cases
referred was 72% by value. In all cases, timely
intervention enabled the accounts to retain their
Standard Asset status.

Five financial assets involving principal
outstandings of Rs. 289 crores have been sold to
other banks/ARCIL during the year.

. INFORMATION TECHNOLOGY

The Bank has been proactive in responding to
the opportunities thrown open by evolving
technology and increasing technology

57

C57 K57

&




AR &1 @ IgA A T @ e uew ddfe
F TR g & [T S geifaa dfhT gaee
FrEitaa feu MU

Jeafe: o & N g AT TRAT Fead § 3R
2000 ¥ ¥ STRATSH i e T | 39 T A
F 9eft YT 3R Tn Aeash § IS g E | 9 &
TSI § Heach #1 5E iR T @ 3
IT THSI T 97 T 399 & H T EH-TH
F H T 2

TR SifeT: i 23.07.2008 B S b B Toft v
I ST T W B F A T S F Tt B
SfEhTT T YU o AT S o1 | TR S S ST
et SuctfsEl § ¥ U ¢ 3R Ffihd STher SR
(I Sifef) JoTTedt | Frenferd @1 arelt gART 37 Tt
St T T [T % g I SifhT e § §
3ol Jeaeh B 1 FR AfHT 9 gAR AR kAT Teeh
AT Y & FETE €| T TR Weh d i 11448
yrRarsit # § fC off SrRar @ oy A SaEE #
T & | AR 506 TS & I e AT o
1 gferen «f Suere 81 T 7

Fee ST 2100 T 31feres wIRErst i gewe ST
q Siie R I T & # gt wransi § o9 g
Sifeb gferer Sy @1 oft, forelt of W ST &
YA B 2T ST  STRE FoNT@/ Tl o aream
 fAfRreii o 37T, B T TAH, THUHTH STered, fara
BT A, e A, TSI HUe e, snedist &
forg sifyem, wfey=rg am enfe S goaafia damd
YA & | BRIRE Tghi & T Hehgedt e, -
Yo A, SR 7T e HI8vT, 19 & fog
% | 3 E-TTe T TEel @i o S Sifeh 9 Sig faen
T 2 |

THTA: o F U TEAnt dhl % T TH guH
T AeEeh € ST S § wad 987 81 394 fiEe
2008 § 10,000 TSuni & & & UK R foran
g it & <A 2911 TTH & IR g 9=
¥, 9% % 9 3 11300 WA ¥ s F1 @
famer Aeaeh 71 d% % UE 6 3 § 19 fagdh

5§ T § S g 33 94 (et Fi)
e off €1 FAR TETH R FE § HE T,
(e A, ITHE e raE, wfed/=mE st
T X 37 ghaen off uery 21 S SIS
3R 7 AN e JfT e et F & e
A Ja" W @ R

I YUt WE: d% gt wmensi a6
HAREITE 3R TETHA § e o T8 T
e, 3% B o6 T P JUTCeh (Ve §F
TR & ot § qia Al &1 i 1 & o),
g faRy Red safed ¥ wiEuwd & aeam
gIR S 3R WY & W T Al F @t 7§ deg
qfer S FE o fAw Fwn gy AeEr 9 o S
T )

WETEe sfeT: q6 3 AU Hiere sfhT gl
& 2 S fafe yoR # 9 Suer U g,
Y TIEUHS B SUAN Hh fAfE s s,
TS FATG (I Fefelt qars/dfer @ faewo),
ST HAT, (I F HY), TH-HAE (e
2T 379, Aefe A, THdeTs Ste fm fifem)
R I e (U fad, #ee #e) |

TET IIERY WAEE: ITTES TRT JAERY F
FrafaaT S 81 3 FrEiEE STAFE qreE
UG HAWT S Ffehareli il dga -, 3G
fosaTed, =9t gy, TS Tay Yy, iR aan-
AR yaEaet & o @d geEar 9 gaEfim
forgemil & wrem ¥ fAvia e yomet (Suwey)
'] Y= % FER & [0 ©F ‘qfene @t & w9
¥ @ H I a9 § 9% # HeE & faU
HTIE 2|

AT TR §% F U U G el Ay ek
T JOT (STETHE) Geed A & S STRALR I
gersll ¥ gafes 21 sHagE A g &
3R fReft off v & WEH g e S & o,
% T UF VS FUA U Fa9E FHaar dem
Fraffad & 21 SF B gIA oA H G
frafm wfer & I @ S99 7@ gt @ W

58

C58 K58

&



penetration. Technology has been used
innovatively for achieving financial inclusion
and technology driven banking solutions have
been implemented to achieve enhanced
customer satisfaction.

Networking: More than 2000 branches were
added to our wide area network during the year.
Presently all the branches and ATMs of the Bank
are networked. The network plays a major role in
supporting the Bank’s business applications and
is capable of carrying data voice and video in a
secure manner.

Core Banking: The Bank achieved full Core
Banking status on 23.07.2008 when all the
branches of the Bank were made functional on
CBS. This is one of the most important
achievements of the Bank as our network along
with Associate Banks is one of the largest banking
network in the world to have gone on centralised
data base (Core Banking) system. Core Banking
has not only enhanced our transaction processing
capabilities but has also empowered our
customers to transact their banking business from
any of the 11448 branches of the Bank. Our 506
branches have been enabled for Core Integrated
Trade Finance also.

Internet Banking: With enabling of over 2100
branches for internet banking, all the branches of
the Bank are now internet banking enabled. Apart
from enabling Anywhere Anytime banking, our
Internet Banking offers a host of value added
services like funds transfer through RTGS/NEFT,
Payment of Taxes, SMS Alerts, Bills Payments,
Fee Payments, Mutual Fund Investments,
Subscription to IPOs, Temple/Trust Donations etc.
For Corporate customers, additional facilities like
CBEC Payment, Customs Payment,
collections for DGFT, Freight collection for
Railways etc. have been provided. A number of
e-Governance initiatives have also been enabled
through Internet Banking.

Fee

ATMs: The Bank, along with its Associate banks
have a common ATM network which is the largest
in the country. It crossed the milestone of 10,000
ATMs in December 2008 and with an addition of

2911 ATMs during the year, the Bank has now a
network of more than 11300 ATMs. The Bank also
has 33 Multi Currency Module enabled ATMs at
19 foreign centres in 6 countries. Functionalities
available at our ATMs include Card to Card
Transfer, Fee Payments, Utility Bill Payments,
Donations to Temples/Trusts etc. The Bank is also
in the process of installing Biometric and low cost
rural ATMs.

Payment Systems Group: All the branches of the
Bank have been enabled for RTGS and NEFT
transactions. Further, the Bank has also enabled
State Bank Group Payment Scheme (for instant
funds transfer among State Bank Group Banks),
Rupee Remittance Scheme from our foreign
offices for direct credit to accounts in our Bank
as well as with other banks through NEFT.

Mobile Banking: The Bank has launched its
mobile banking facility which offers various
features like Funds Transfer using NEFT, Enquiry
Services (balance enquiry / mini statement),
Request Services (cheque book request),
m-commerce (Mobile Top Up, merchant
payments, SBI Life Insurance premium) and bill
payment (utility bills, credit cards).

Data Warehouse Project: Implementation of
Enterprise Data Warehouse is under progress. Its
implementation will provide critical tools
necessary to help the Bank strengthen itself as an
“intelligent organisation”, to improve processes,
delivery of information for Decision Support
System (DSS) consisting of analytics on product
performance, channel management, customer
relationship management, concurrent audit,
Inspection and Audit, budgeting and monitoring
and self service for internal users.

Information Security: The Bank has a robust IT
policy and Information System (IS) Security
policy which has been benchmarked against
global best practices. To ensure business
continuity and to guard against any disaster, the
Bank has put in place a disaster recovery and
business The Bank’s
Information Systems Security is regularly
reviewed to ensure that the Bank’s information

continuity plan.
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systems remain safe and banking operations are
conducted in a secure way.

Miscellaneous Operations

L  |Risk Management & Internal controls

<

Business Intelligence Department

N | Customer Service & Community
Services Banking

L. RISKMANAGEMENT & INTERNAL CONTROLS
RISK MANAGEMENT IN SBI

L.1 Risk Management Structure

An independent Risk Governance structure is in
place for Integrated Risk Management covering
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.

Being alive to this imperative, efforts are on hand
to enhance the degree of awareness at the
operating level in alignment with better risk
management practices, Basel Il requirements and
the overarching aim of the conservation and
optimum use of capital.

Keeping in view the changes which the Bank’s
portfolios may undergo in stressed situations, the
Bank has in place a policy which provides
a framework for conducting Stress Tests at
periodic intervals and initiating remedial
measures wherever warranted. The scope of the
tests is constantly reviewed to include more
stringent scenarios.

Risk Management is perceived as an enabler for
business growth and in strategic business
planning, by aligning business strategy to the
underlying risks. This is achieved by constantly
reassessing the interdependencies / interfaces
amongst each silo of Risk and business functions.

L.2 Basel IT Implementation

The Bank, as per RBI Guidelines, has migrated to
Basel II as on 31st March 2008. Simultaneously,
processes have been set in train for fine-tuning
systems & procedures, IT capabilities and Risk

Governance structure to meet the requirements
of the Advanced Approaches.

Various initiatives such as migration to new Credit
Risk Assessment Models, independent validation
of internal ratings and improvement in Loan Data
Quality would not only enable conservation of
capital but also facilitate smooth migration to
Advanced Approaches.

L.3 Credit Risk Management

Credit Risk Management process encompasses
identification, assessment, measurement,
monitoring and control of credit exposures.
Well defined basic risk measures such as CRA
Models, Industry Exposure Norms, Counterparty
Exposure Limits, Substantial Exposure Limits,
etc. have been put in place.

L.4 Market Risk Management

Market Risk Management is governed by the
Board approved Policies for Investment and
Trading in Bonds, Equities and Foreign Exchange.

Exposure, Stop Loss, Duration Limits and Derivative
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.

L.5 Operational Risk Management

The Bank manages Operational risks by ensuring
maintenance of a comprehensive system of
Internal Controls and Policies .

The objective of the Bank’s Operational Risk
Management is 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 Policy applies to all business and functional
areas within the Bank, and is supplemented by
operational systems, procedures and guidelines
which are periodically updated.

L.6 Group Risk Management

The State Bank Group is recognised as a major
Financial Conglomerate and as a systemically
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