ww III & sfara
¢ gSft vaiwer ST et geheten
arferent Stum-1
wEaET &
UTTEHER TSHETSHIT
(F) TE & ¥ d 1 T 59 R 78 T A1 @t 8 ARe S R d
(@) oaER Ue e srieei & f whe o SR # s o grie ok W & i qftafers eensi # g fHero
g % RfHd fada e gia & gmrean 9 s fRagidl (e gifafies grawm, e/ ads Red o Ry, dammes/smeden 5 sl
Arfests fewforar wnftet 2, & 3ed €| €2 9% g § frmfilad skuial/dgs saw ud geamt €|
(1)  ufa: wafeRa : fefofed srfel we gaa ot (S ergufiar of §) it e e 21 % SER SRR i R T g

SHUTh i) Tfeterter Buicy
it
[ W2 dF 3 dHFR T TR Eica 75.07%
2 R ¥% 3 g e 100.00%
3 w2 §F 3ifh iR afgHT 92.33%
4 T ¥ A gaN e 98.05%
5 T d% 3% g AT 100.00%
6 Tz dF A% gig afa 100.00%
7 T §% 3% ZEUEHIT e 75.01%
8 o ag & e 9 fafes At 100.00%
9 T 3T Hived qhew e s T ST it . 86.16%
10 @ a1 Y Rt e R Sf ety . 86.16%
1 ot o Hu g S e s R alfeh et & 86.16%
12 ot e Fw o= s T A foedta . 86.16%
13 g o 3113 HIEY U T gA ffes R Sffehm faeha . 60.00%
14 T f o7 € U T o7 fafeE PIRIEC AT 65.95%
15 w38 S d UT HARMES 9. faftes el 69.88%
16 g &t 3713 they dawe Ay A he 63.00%
17 g ot 31 T U T . 1. fafes =T e =reht 100.00%
18 ot 31 e T &.fafes i} 74.00%
19 TS 2T WY e e 91.00%
faesft
20 fege SNTH ST s s EiEa 56.84%
21 &t e, FHET Eical 100.00%
22 g sft a1, Sfereifrar afeT 100.00%
23 T & g geEed (ARY) s AT 98.00%
24 FAfyfaer S it fear Tead s e 60.00%
25 h &1 dF g2t e AR E TemRmE AfahT 76.00%
26 T 3 Hey A4 (FHIE) s A B 63.00%
27 @ g F (%) fAReE e-dfeh fa1.3. 86.16%
(i)  emuTfereR MR U WA
ST HETd T 3T §, SR TR T HH-TTH 27 h STER ST SR W R T E |
Eico am et it
avfty
| St ¢ hftee fafsHe TEg
s g ygae ffes Gk 40.00%
2 R-us Sty fafies Higeaaqw Gard 49.00%

(i) Rz ¥ H woft oFINfE, TaF Sal Td e dot S T fhar T 8 | gl Ut i f WA T @ 9 e § e 7 fohar T 8 | Swda SRt
TS W Il o verar, FIEfAaT FeaiE B GHe o A 23 % SR S AEmiT SER R R w0 |
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Qualitative Disclosures:

@)
(b)

NEW CAPITAL ADEQUACY FRAMEWORK
DISCLOSURES UNDER PILLAR 111
TABLE DF-1
SCOPE OF APPLICATION

The name of the top bank in the group to which the Framework applies: State Bank of India

An outline of differences in the basis of consolidation for accounting and regulatory purposes, with a brief description of the entities

within the 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.

(i)  That are fully consolidated: 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.

Sr. No Name Activity Holding
DOMESTIC
1 State Bank of Bikaner and Jaipur Banking 75.07%
2 State Bank of Hyderabad Banking 100.00%
3 State Bank of Mysore Banking 92.33%
4 State Bank of Indore Banking 98.05%
5 State Bank of Patiala Banking 100.00%
6 State Bank of Saurashtra Banking 100.00%
7 State Bank of Travancore Banking 75.01%
8 SBICI Bank Ltd. Banking 100.00%
9 SBI Capital Markets Ltd. NBFC 86.16%
10 SBI CAP Securities Ltd. NBFC 86.16%
11 SBI CAP Trustee Company Ltd. NBFC 86.16%
12 SBI CAPS Ventures Ltd. NBFC 86.16%
13 SBI Cards & Payment Services Ltd. NBFC 60.00%
14 SBIDFHI Ltd. Primary Dealers 65.95%
15 SBI Factors & Commercial Services Ltd. Factoring 69.88%
16 SBI Funds Management Ltd. Mutual Funds 63.00%
17 SBI MF Trustee Co. Pvt. Ltd. MF Trustees 100.00%
18 SBI Life Insurance Co. Ltd. Insurance 74.00%
19 Global Trade Finance Ltd. Factoring 91.00%
OVERSEAS
20 Indian Ocean International Bank Ltd. Banking 56.84%
21 State Bank of India (Canada) Banking 100.00%
22 State Bank of India (California) Banking 100.00%
23 State Bank of India International (Mauritius) Ltd. Banking 98.00%
24 Commercial Bank of India LLC Moscow Banking 60.00%
25 PT Bank Indo Monex Ltd., Indonesia Banking 76.00%
26 SBI Funds Management (Intl.) Ltd. Mutual Funds 63.00%
27 SBI CAP (UK) Ltd. NBFC 86.16%
(ii)  That are pro-rata consolidated:
The entities which are Joint Ventures are consolidated pro rata as per Accounting Standard — AS27.
Sr. No Name Activity Holding
DOMESTIC
1 GE Capital Business Process Management
Services Pvt. Ltd. BPO 40.00%
2 C-Edge Technologies Ltd. Software Services 49.00%

(iif)  All the Subsidiaries, Joint Ventures and Associates of State Bank are consolidated. Hence there is no entity which is excluded
from consolidation. In addition to the above mentioned Subsidiaries and Joint Ventures, the following Associates are consolidated

as per Equity Accounting in terms of AS 23.
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ShHTh el Trferferfer BSIEGH
| fererafi sy @i gfean fo. eI 28.97%
2 7 & a1 whe Aaede s ufa. R gaaT 25.00%
3 TEEaTg g HrEAY Aty T e 25.05%
4 " d9 fafies EECIREIRES 43.08%
5 YT THAE S A S Eicol 50.00%
6 e 3T Y2 EiEal 20.00%
7 Y JR9 AT (GHE S Eical 35.00%
8 BV G AT dh AT 35.00%
9 SRATETE AHIT Ao At 35.00%
10 TAHE 3T At 35.00%
1 &1 e ARSI & @ St A 35.00%
12 FOT T I CiEal 35.00%
13 et S & Ao e 35.00%
14 He I U7 S it 35.00%
15 oS &0 a1 Eica) 35.00%
16 A T Ao A 35.00%
17 wefdte aror A At 35.00%
18 qafee getg arfor S EiEal 35.00%
19 R g g S SAfeh 35.00%
20 Ieohel T e it 35.00%
21 IEe T S At 35.00%
22 e T e At 35.00%
23 faferam sivgrer et areor S At 34.32%
24 HRETE TR ST o e A 26.27%
25 SFHT T A At 35.00%
26 HA{ FHede A deh Eica) 32.32%
27 Hretar T S At 35.00%
28 g grftor d e 35.00%

1.3 AW Ue fafammes geist & oy e o 3Tem | 3y

Taferamees feenfadell & SR GAfHd g, Tg 37 HUET H GHH 16l TG Tebal € St <191 A58 T T8 =awrg ¥ It € & faita Jasd @
it = @ | gufers WAt ol RurfeT walisi @ ferferian geensii & qog o fRal S ol ST o foran 721 @ 3K 3Ud § &R01 & s T g |

HUTh ST ST T AW wE o et (%)
1 f & SFaTSY yigae fafies 49.00
2) St € Sived A T diede giefas .. 40.00
3) T oft o7 e SN St fafe s 74.00
ATATh TehetehiuT :

(M) wf ST gt sre et A FAEA T Wi e A e € arafq 3= ger fon v @ ud et arysia @ (@ Am) ;b A
() e st A e % ol W 1 o1 UIVAT (31T SH T-Te) ST SR WA &, S A1, I e o e o 3w, i e w5 e, it At i
& T el & AR i S S $9h SR 39 ugHf i o & Hidt ugHfd B ST i W e g W) aRerers g S e s 8
AT : T S 3N FIEE TN Ut fareE, guad
ToATReT 29T ¢ 9T
@i e ¢ %, 740.00 F0g (74%)
Tafame dsft w aRumners gae
TR Ul o orefie : o Tl
weret Tgler o arefie : SR vafwar it T % gEie @ e sl F fohw T et e it S 67 goft T gt @ sern
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Sr. No Name Activity Holding
1 Clearing Corporation of India Ltd. Clearing 28.97%
2 UTI Asset Management Co. Pvt. Ltd. Asset Management 25.00%
3 SBI Home Finance Ltd. Home Finance 25.05%
4 S.S. Ventures Ltd Venture Capital

Financing 43.08%
5 Nepal SBI Bank Ltd Banking 50.00%
6 Bank of Bhutan Banking 20.00%
7 Andhra Pradesh Grameena Vikas Bank Banking 35.00%
8 Arunachal Pradesh Rural Bank Banking 35.00%
9 Chhatisgarh Gramin Bank Banking 35.00%
10 Ellaquai Dehati Bank Banking 35.00%
11 Meghalaya Rural Bank
(Formerly known as Ka Bank Nongkyndong Ri Khasi Jaintia) Banking 35.00%
12 Krishna Grameena Bank Banking 35.00%
13 Langpi Dehangi Rural Bank Banking 35.00%
14 Madhya Bharat Gramin Bank Banking 35.00%
15 Mizoram Rural Bank Banking 35.00%
16 Nagaland Rural Bank Banking 35.00%
17 Parvatiya Gramin Bank Banking 35.00%
18 Purvanchal Kshetriya Gramin Bank Banking 35.00%
19 Samastipur Kshetriya Gramin Bank Banking 35.00%
20 Utkal Gramya Bank Banking 35.00%
21 Uttaranchal Gramin Bank Banking 35.00%
22 Vananchal Gramin Bank Banking 35.00%
23 Vidisha Bhopal Kshetriya Gramin Bank Banking 34.32%
24 Marwar Ganganagar Bikaner Gramin Bank Banking 26.27%
25 Deccan Grameena Bank Banking 35.00%
26 Cauvery Kalpatharu Grameena Bank Banking 32.32%
27 Malwa Gramin Bank Banking 35.00%
28 Saurashtra Grameena Bank Banking 35.00%

1.3 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.

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

Quantitative Disclosures:

(c) 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
(d)  The aggregate amounts (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:
Name: SBI Life Insurance Co. Ltd. Mumbai
Country of Incorporation : India
Ownership interest: Rs.740.00 crs (74%)
Quantitative Impact on the regulatory capital:
Under consolidation method: NA
Under deduction method: Entire investment made in the Insurance subsidiary is reduced from Tier | capital of the Bank, for the
purpose of Capital Adequacy calculation.
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Sf-seh FEAE S+220 MR 3feh
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100 39N i A LT 39 372fq Hiet -TgUs @
AT I T4 7 T 91 W 6 718
R+ 237 TR 37F
3= 2 guft ToTEa =T e : ST, WfeRd sufad-ia, a==-m1 & &9 § 3= 9uft 1] 7oy a7s.
1T =ity ot fergroaTd
i) e 51 &1 fasna foreed et |
i) 10 a9 ggeTa S TR 5 ey |
i) = o g s faebey &1 ya & fohan st at 10 a9 gve o379 .
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Qualitative Disclosures

(@) Summary

TABLE DF-2 : CAPITAL STRUCTURE:

Type of Capital

Features

Equity (Tier —I)

State Bank of India has raised Equity by way of Rights Issue during March 2008 aggregating Rs.16,722
crs (including Premium).

Domestic Banking Subsidiaries have raised equity through Equity Instruments. The majority shareholder
is SBI while some of them like SBBJ, SBIr, SBM and SBT have public shareholding as well.

Domestic Non-Banking Subsidiaries have raised equity through Equity Instruments. The majority
shareholder in these Non-Banking Subsidiaries is SBI and the others are ADB (SBICAP-13.84%), SGAM
(SBI FUNDS-37%), GE Capital (SBI CARDS-40%), SIDBI (SBI FACTORS-20%) etc.

Innovative
Instruments (Tier-1)

SBI has raised IPDI’'s in the International Market during FY: 06-07 and 07-08. Some of the Banking
Subsidiaries like State Bank of Indore and State Bank of Travancore have also raised capital through
Perpetual Debt Instruments. Foreign Subsidiary Banks have not raised Tier | Capital by way of IPDIs
as of date.

Tier-Il

SBI and its Subsidiaries have raised Upper as well as Lower Tier Il Capital.

In case of Domestic Subsidiaries, Tier-1l capital has been raised by way of Upper Tier-2 and Tier-2 bonds
(except SBICI Bank Ltd). The instruments used are generally unsecured, redeemable, non-convertible
bonds. They are plain vanilla bonds with no embedded put option, or call option without RBI’s prior
approval.

Tier Il capital of Foreign Subsidiaries comprises of subordinated term debt (SBIML, CBIL and IOIB),
General provisions and Property revaluation reserves.

Qualitative Disclosures:

State Bank of India has raised Hybrid Tier | Capital and Upper and Lower Tier Il Subordinated Debt in the Domestic and International
Market. Summary information on the terms and conditions of the main features of all capital instruments, especially in the case

of innovative, complex or hybrid capital instruments are as under:

Type of capital

Main features

Equity Rs. 631.47 crs

Innovative Date of Issue Amount Tenure Coupon Rating

Perpetual Debt (Rs. crs) (months) (% p.a. payable

Instruments annually)

15.02.07 Rs. 1604.80 crore | Perpetual with a Call 6.439% Baa2-
(USD 400 million) | Option after 10 yrs equivalent Moody’s
3 mths i.e. on 15.05.17 to Mid swap + BB -
and stepup of 100 bps 120 bps S&P
i.e. 6 months USD LIBOR
+ 220 bps, if Call Option
is not exercised
26.06.07 Rs. 902.70 crore Perpetual with a Call 7.140% Baa2-
(USD 225 million) | Option after 10 years equivalent Moody’s

i.e. on 26.06.17 and to Mid swap + BB -
step-up of 100 bps 137 bps S &P
i.,e. 6 months USD LIBOR
+ 237 bps, if Call Option
is not exercised

Upper Tier Il Type of Instrument: Unsecured, Redeemable Non-convertible, Upper Tier Il Subordinated

Subordinated Bonds in the nature of Promissory Notes.

Debt Special features:

i) No Put Option by the Investors.

i) Call Option by the Bank after 10 years.

i) Step-up Option after 10 years, if Call Option is not exercised by the Bank.

iv) Lock-in-clause on payment of periodic interest and even Principle at maturity, if CAR is below the
minimum regulatory CAR, prescribed by RBI.

V) Not redeemable without the consent of Reserve Bank of India.

Step-up Option: If the Bank does not exercise Call Option after 10 years, the Bonds carry a step-up-option

of

50 bps during the remaining period of 5 years.

Lock-in-Clause: Bank shall not be liable to pay either periodical interest on principal or even principle at
maturity, if CAR of the Bank is below the minimum regulatory CAR prescribed by RBI. However, this will
not proscribe the Bank from making periodical interest, as long as the Bank maintains the minimum Regulatory
CAR, at the material time.
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S & & A afd Fafy F (s % | T
(93 HE H) () s &7 F 39)
05.06.06 2328 180 8.80% | uuu- fEfaa
TU-FR
06.07.06 500 180 9.00% | wuu frfaa
12.09.06 600 180 8.96% | wum
T FR
13.09.06 615 180 897% | uum
T FR
15.09.06 1500 180 8.98% | wum iy
04.10.06 400 180 8.85% | wum
T HR
16.10.06 1000 180 8.88% | wum fpfaa
T HR
17.02.06 1000 180 9.37% T fohfda
07.06.07 2523 180 1020% | wuE iy
T HR
12.09.07 3500 180 10.10% | wuu i
T FR
ot goft 11 foraa &1 UK ¢ T SR, T suiad-ia, o= @ & &9 8 3=9 guft [[ wior s
Tty o7 ﬁl’&ﬁ'ﬂmﬁ :
I) o v fase St ey gfawned 9 1R focgpa w12 afe
I  awdta Red S &t erqafa & o kg = &
T ) A T (5. A ) It (7E) T (%ufa | e
o arfifer rafr # 39)
01.01.01 1675.20 87 11.90 | uue-fefea
LT -Tue- o
12.04.00 32.44 (5.113 . 3T0) 108 65% | -
05.12.05 3283 113 7.45% | wuu-ffaa
TR
28.03.07 1500 111 9.85% TUC- TRl
TUT-FHI
TTATH Yehe (5. 70 H)
@) | goft - 1 gsh 65470.89
- IEA RS 631.57
- e A 64564.57
e oAt forad (S amm) 3654.50
- 311 it forad (ke A 40.00
- guft- [y @ wer T afv (aRk @@ T 3419.65
- goft - qoh @ ool T e ufvr R Tefae qon e wnfte € 3419.65
(M | T T g -1 g (welfval sem) (f= () 3k (3.) 39) 30573.66
(ri)| et gvft -3 gt (afx AT &) (e adam & 9vf 3 5 FE o T =
(@ | 3= goft-11 gsft & wnfaer = g o st foea
. o SR AR 17592.37
- AL A R HA R AW 8465.10
- Tt & wu H wfe s A i 17592.37
(3) | e goft 2 gt & wnfret &6 i oy For
. To FHE AR 10428.46
- T H A aHE A 585.00
- Tt & wu F wfe s A i 10120.04
(@ | goft & s e Al & A 0
(®) | T gsh (Foft 1 aen goft 1T gsft & e sifean)
THH T A G () ARG AW T F U (W), (T) T (T 1) F A P THE &1 AT 96044.55
e

g [ aRar & 5 g0 goft- 1 4sht & orqufie & e mu et o (el enrd s 50% @ 31fers @) i e o7 W a7
Caga 1 & sRaw & 5% g0 facia serat § e e e e = (sl Faer 30% @ 31t @) 50 % Sofi- 145t & q9r 50 % goft- 11 & sern S 8|
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Date of Issue Amount Tenure Coupon (% p.a. Rating
(Rs. crs) (months) payable annually)
05.06.06 2328 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 1500 180 8.98% AAA-CRISIL
04.10.06 400 180 8.85% AAA-CRISIL
AAA-CARE
16.10.06 1000 180 8.88% AAA-CRISIL
AAA-CARE
17.02.06 1000 180 9.37% AAA-CRISIL
07.06.07 2523 180 10.20% AAA-CRISIL
AAA-CARE
12.09.07 3500 180 10.10% AAA-CRISIL
AAA-CARE

Lower Tier Il Type of Instrument: Unsecured, Redeemable Non-convertible, Upper Tier Il Subordinated Bonds in
Subordinated the nature of Promissory Notes.
Debt Special features:
1) Plain vanilla Bonds with no special features like put or call option etc.
1) Not redeemable without the consent of Reserve Bank of India.
Date of Issue Amount (Rs. crs) Tenure Coupon (% p.a. Rating
(months) payable annually)
01.01.01 1675.20 87 11.90% AAA-CRISIL
Ind AAA-Fitch
12.04.00 32.44
(5.113 million Euro) 108 6.5% —
05.12.05 3283 113 7.45% AAA-CRISIL
AAA-CARE
28.03.07 1500 111 9.85% | AAA-CRISIL
AAA-CARE
Quantitative Disclosures
(Rs in crore)
b) Tier-1 Capital 65470.89
- Paid-up Share Capital 631.47
- Reserves 64564.57
- Innovative Instruments (only total) 3654.50
- Other Capital Instruments (only total) 40.00
- Amt deducted from Tier-I Cap (if any total): 3419.65
- Other amounts deducted from Tier 1 capital, including goodwill and investments 3419.65
(c) Total Eligible Tier-2 Capital (Net of deductions)
{Refer (d) and (e) below} 30573.66
(ci) | Total Tier-3 Capital (if any) NIL
(Note: as of now, no Tier-3 capital)
(d) Debt Capital Instruments eligible for inclusion in Upper Tier-2 Capital
- Total amount outstanding 17592.37
- Of which raised during Current Year 8465.10
- Amount eligible to be reckoned as Capital 17592.37
(e) Subordinated Debt eligible for inclusion in Lower Tier-2 Capital:
- Total amount outstanding 10428.46
- Of which raised during Current Year 585.00
- Amount eligible to be reckoned as Capital 10120.04
® Other Deductions from Capital if any 0
(9) Total Eligible Capital (net of deductions from Tier | & Tier Il Capital)
[Should equal Total of (b), (c) and (c.i) minus (f) if any] 96044.55
Notes:

[ In Basel | scenario, the Bank was deducting, equity investment made in Subsidiaries (where our holding is higher than 50%),

from Tier | capital.

[ Under Basel Il scenario, the Bank has to deduct 50% from Tier | Capital and 50% from Tier Il Capital, of the equity investment

made in the financial entities, where investment is more than 30%.
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Quialitative Disclosures

TABLE DF - 3 : CAPITAL STRUCTURE :
CAPITAL ADEQUACY

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

Sensitivity Analysis is conducted annually or more frequently as required, on the movement of
Capital Adequacy Ratio (CAR) in the medium horizon of 3 years, considering the projected growth
in Advances, investment in Subsidiaries/Joint Ventures and the impact of Basel 1l Framework etc.
CAR of the Bank is estimated to be well above the Regulatory CAR of 9% in the medium horizon of
3 years. However, to maintain adequate capital, the Bank has ample options to augment its capital
resources by raising Subordinated Debt and Hybrid Instruments, besides Equity as and when required.
During FY: 2006-07, the State Bank of India has raised Upper Tier Il Subordinated Debt of Rs. 7,942.90
crs in 8 tranches, Lower Tier Il Subordinated Debt of Rs. 1,500 crs (both reckoned as Tier |l Capital)
and Innovative Perpetual Debt (IPDI Hybrid Debt), reckoned as Tier | Capital of US $ 400 mio (around
Rs. 1,739 crs) in Overseas Market. Further, during FY: 2007-08, the Bank has raised Upper Tier Il
Subordinated Debt of Rs. 6,023.50 crs (reckoned as Tier Il Capital) in 2 tranches and IPDIs (reckoned
as Tier | Capital) of US $ 225 mio (around Rs. 916 crs) in the Overseas Market.

The Bank has also raised equity through Rights Issue during the FY: 2007-08 and has added an
additional Capital Funds (Tier 1) of about Rs.16,722 crs to ensure a minimum Tier | capital of 8%.

The Bank has put in place the ICAAP Policy and the same is being reviewed on a yearly basis which
would enable us to maintain Economic Capital, thereby reducing substantial Capital Risk.

Quantitative Disclosures
(b) Capital requirements
for credit risk
= Portfolios subject
to standardized
approach
= Securitization
exposures

1 Fund Based:
Rs.59241.33 crs
1 Nil

Total Rs.59241.33 crs @ 9.00% CAR

(c) Capital requirements
for market risk
*  Standardized duration
approach
< Interest Rate Risk
< Foreign Exchange
Risk
(including gold)
= Equity Risk

Rs. 2270.46 crs

Rs. 83.30crs
Rs. 1906.82 crs

Rs. 4260.58 crs @ 9.00% CAR

(d) Capital requirements
for operational risk:
= Basic indicator
approach

1 Rs. 4531.79 crs

Rs. 4531.79 crs @ 9.00% CAR

(e) Total and Tier |
Capital Ratio:

< For the top
consolidated
group; and

= For significant
bank subsidiaries
(stand alone)

CAPITAL ADEQUACY RATIO AS ON 31.03.2008

Tier | (%) Total (%)
State Bank of India 8.48 12.64
SBI Group 8.66 12.71
State Bank of Bikaner & Jaipur 6.95 12.51
State Bank of Hyderabad 7.02 11.97
State Bank of Indore 7.01 11.29
State Bank of Mysore 6.54 11.73
State Bank of Patiala 7.31 13.56
State Bank of Saurashtra 8.31 12.71
State Bank of Travancore 7.41 13.53
SBICI Bank Ltd. 24.25 25.03
SBI International (Mauritius) Ltd. 18.68 19.29
State Bank of India (Canada) 14.31 14.31
State Bank of India (California) 6.94 7.32
Commercial Bank of India LLC Moscow 98.07 111.67
Indian Ocean International Bank Ltd. 13.28 15.16
PT Bank Indo Monex, Indonesia 6.98 6.98
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TABLE DF-4 : CREDIT RISK:
GENERAL DISCLOSURES

Qualitative Disclosures:

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

Non-performing assets

An asset becomes non-performing when it ceases to generate income for the Bank. As from 31st March 2006, a non-performing Asset
(NPA) is an advance where:

(i) Interest and/or instalment of principal remain ‘overdue’ for a period of more than 90 days in respect of a Term Loan,
(if)  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)  Aloan granted for short duration crops is treated as NPA, if the instalment of principal or interest thereon remains overdue for two
crop seasons and a loan granted for long duration crops is treated as NPA, if instalment of principal or interest thereon remains
overdue for one crop season.

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 should be 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.

= Discussion of the Bank’s Credit Risk Management Policy

The Bank has in place a Credit Risk Management Policy, as a part of its Loan Policy, which is reviewed from time to time. Over the years,
the policy & 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-1l Guidelines.

The Policy aims at ensuring that there is no undue deterioration in quality of individual assets within the portfolio. Simultaneously, it
also aims at continued improvement of the overall quality of assets at the portfolio level, by establishing a commonality of approach
regarding credit basics, appraisal skills, documentation standards and awareness of institutional concerns and strategies, while leaving
enough room for flexibility and innovation.

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

(i) Developing and refining the Credit Risk Assessment (CRA) Models to assess the Counterparty Risk, by taking into account the
various risks categorized broadly into Financial, Business, Industrial and Management Risks, each of which is scored separately.

(ii)  Conducting industry research 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.

The measurement of Credit Risk includes setting up exposure limits to achieve a well-diversified portfolio across dimensions such as
companies, group companies, industries, collateral type, and geography. For better risk management and avoidance of concentration of
Credit Risks, internal guidelines on prudential exposure norms in respect of individual companies, group companies, Banks, individual
borrowers, non-corporate entities, sensitive sectors such as capital market, real estate, sensitive commodities, etc., are in place.

The Bank has processes and controls in place in regard to various aspects of Credit Risk Management such as appraisal, pricing, credit
approval authority, documentation, reporting and monitoring, review and renewal of credit facilities, managing of problem loans, credit
monitoring, etc.
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STATE BANK OF INDIA
Credit Risk-Quantitative Disclosures
Table DF-4 : General Disclosures:

Amount in Rs. Crores

Table- A
Industry Type Distribution Of Exposures

Amount in Rs. Crores

Quantitative Disclosures Fund Based | Non FB Total
(b) Total gross credit risk

exposures 611652.16 (171689.14 | 783341.30
() Geographic distribution

of exposures : FB / NFB

Overseas 61546.16 | 8812.67 | 70358.83

Domestic 550106.00 ({162876.47 | 712982.47

(d)

Industry type distribution
of exposures

Fund based / Non Fund
Based separately

Please refer Table “A”

()

Residual contractual
maturity breakdown
of assets

Please refer Table “B”

CODE  INDUSTRY FUND BASED 0/S NFB 0/S
Standard  NPA Total
1| Coal 130447\ 25.70| 1330.17| 338.95
2 | Mining 5332.09| 47.98| 5380.07| 1186.30
3| Iron & Steel 34114.40| 636.99| 34751.39| 10721.27
4| Metal Products 6812.20| 114.27| 6926.47| 1534.91
5| All Engineering 17084.77| 533.37| 17618.14 | 11008.76
5.1 | Of which (005) Electronics 4712.74|  7333| 4786.07| 2108.19
6 | Electricity 9842.93| 55.31| 9898.24| 4928.23
7| Cotton Textiles 19070.60| 349.20| 19419.80 | 2412.26
8 | Jute Textiles 370.62| 16.92| 387.54 4141
9 | Other Textiles 16302.21| 201.35| 16503.56 | 3589.28
10 | Sugar 6261.33| 30.57| 6291.90| 277.40
11| Tea 309.09| 106.54| 415.63 7.56
12 | Food Processing 9227.51| 432.40| 9659.91| 1012.87
13 | Vegetable Oils & Vanaspati 2987.40( 97.73| 3085.13| 811.03
14 | Tobacco / Tobacco Products 721.66| 11.09| 732.75 19.18
15 | Paper / Paper Products 3918.00f 91.46| 4009.46| 461.19
16 | Rubber / Rubber Products 2680.14|  72.42| 2752.56| 566.94
17 | Chemicals / Dyes /
Paints etc. 16969.45| 464.30| 17433.75| 5606.83
17.1 | Of which Fertilizers 2662.36| 103.97| 2766.33| 695.72
17.2'| Of which Petrochemicals 2960.75|  25.62| 2986.37| 1328.41
17.3 | Of which Drugs &
Pharmaceuticals 6260.36| 97.33| 6357.69| 509.33
18 | Cement 3258.64| 47.58| 3306.22| 740.69
19 | Leather & Leather Products | 1820.78|  49.41| 1870.19| 216.80
20 | Gems & Jewellery 11088.08| 81.82| 11169.90| 649.73
21| Construction 8720.23| 114.65| 8834.88| 3228.46
22 | Petroleum 10988.63|  17.23| 11005.86| 5398.52
23 | Automobiles & Trucks 728265 74.04) 7356.69| 186.08
24 | Computer Software 157424  28.87| 1603.11 144.50
25 | Infrastructure 38093.89| 166.72| 38260.61 | 11442.76
25.1 | Of which Power 11636.39| 62.23| 11698.62| 2224.05
25.2 | Of which
Telecommunication 927432 45.12| 9319.44| 127433
25.3 | Of which Roads & Ports 8241.27 8.64| 8249.91| 3551.28
26 | Other Industries 80054.97| 1550.84| 81605.81| 17689.73
27 | NBFCs & Trading 92072.30| 1588.99| 93661.29| 7875.34
28 | Res. Adv to bal. Gross Adv | 187832.73| 8548.38{196381.11 | 79592.18
Total 596096.04|15556.12(611652.16 | 171689.14

()  Amount of NPAs (Gross) 15817.38
Substandard 6692.98
Doubtful 1 3375.33
Doubtful 2 2372.24
Doubtful 3 1744.06
Loss 1632.77

(9) Net NPAs 8683.58

(h) NPA Ratios

Gross NPAs to gross advances 2.59%

Net NPAs to net advances 1.47%

(i)  Movement of NPAs (Gross)

Opening balance 12920.90
Additions 8960.21
Reductions 6063.73
Closing balance 15817.38

() Movement of provisions
for NPAs
Opening balance 6468.93
Provisions made during
the period 3260.77
Write-off 2740.64
Write-back of excess
provisions 35.82
Closing balance 6953.24

(k) Amount of Non-Performing
Investments 583.09

(I)  Amount of provisions held
for non-performing
investments 553.02

(m) Movement of provisions
for depreciation on
investments
Opening balance 2366.63
Provisions made during
the period 520.56
Write-off 676.48
Write-back of excess
provisions 666.39

Closing balance 1544.32

C213 K213




ATfeTeRT-&
e &1 Sl Higer uftyeaar faawor

(& =S ¥)

1-14 15-28 Yfa| 3mee| 6wy 1afg| 3adw|] s5afw i

= = g | ofts wd| R wd| ofte wd |eifie w5 3
3UE AH | 6HE AR| | °9f a%| 3 9% a% ¥ T

| 3707.50 12.14 238 3.40 1.20 0.98 2.60 2.00 373220
) ida Red 4% & T8 oWy 38466.73 402.07 1646.08 1431.76 3119.58 7793.74 5200.83 12755.84|  70816.63
3 o g & TE ey 14268.57 247345 8998.63 5199.24 6304.93 1552.68 390.91 164512 4083353
4 faw 589735 6256.69 25279.44 21362.29 36991.09|  64816.70 46287.62 | 215968.68|  422859.86
5 afm 80911.15 16089.41 3795115 2326474 38071.90| 23804489 6278728 | 10710542  604225.94
6 o S 31.83 0.00 031 0.11 021 634 232 486126 4902.38
7 ¥ 39246.74 6598.69 20448 84 20435.14 17926.94 6861.61 768.71 489548 11718215
3a 182529.87 | 3183245 94326.83 71696.68 | 102415.85| 319076.94 | 11544027 |  347233.80| 1264552.69

arfereRt -5 ¢ HOT Saw
WHEIFA UG % i W {9 wehed

%  TUNHeh JeRe el :

yge AT wArHAt & AW, Wy § gRadat & @ ot
Tt Red 3% & R & oqEr, 96 T ehg o farelt wor fed S T & fau F, R, enedtee we R e (it ww
W EiE) @ e, Y w6 W U 0 (Simueta W wsieE) & oded W ek % Y § wuw: 99 e 8 R W @
gSt oo & o wam e T
* WU WfEw & yeR e T uee e SueT § @t wh
() w98 § FA e GHF GAETS GRuEEdr 9 RO SR g ( HY ke, SRR U o1 URhH FOi i Sigew), Mt T
wifyE g @ W e e W swEm F a8 )
(i) 2wfa o Hiee, siagme @ o= el wui (3R & fER e A & fw @ | af @ o & WA wor faw ’g, @i od
e Iwm § A )
(iil) fassft #=or Sifedi & fore, Sfyems Rusam & fEr @R fam, smafed e witel g @ 7 @ o e s § af )
" Ul 39g ST W AT St § g dng onfiael o SfTRur 3G SUSNT W @NE E WithAT T feremur
frfafes et & @ woft- Ies / v @ o aftT wREiNd & U @i od Tvy wifufes W (3% & wE & wmw Sifed ar s
woft- ues / wfiwer g S fRT T et FT) tger Sishdl (FoR-uee/gfane) W swE F @ e
»  Tvg Sffte W A W 9R P g § Shwa LT A7 At see el & guqed o o § @t I ufeme & e e et
R0 SiIfgN & T SwET § @ o aret W e Ak wW Sifew @ yeR ¥ We w0 Sifaw oA F IR0 A 399 w9 @ d ad
Sifgw R @] A T
3T e § e Bl Ies SRR 3 S w0 o R @ (S 9% 9 sud 9d 8), At FOr SifEn & THR ¥ S W 9 w2 Sifew
N AE o AET A 3GY A off R Ab F FRRE THEISK F gRvaadr AT ¢ F wRugEr & A€ # A f @ 3u RO H D W
T dF & FNRT THESE F AU W § @ )

31-3-2008 ' TUATCHR FeheteRuT amyr wg T A
(@) wFaea TEfa & sfwfa SifEw =i 100% sifen ar | = T 297999.68
& TE BV SifEw @ e & fu gew 100% SifER 9R : T 27449991
Sifgn g &k ®eidt @t T Sifew T F % 100% ¥ st : % 51809.80
i aebEr URE (T gl e W W) Ferdt @t %.
RIu ®. 624309.39

ARt SqH-6 /U FRGH =TT
& TS UeheTahiur

o  Hulifeaess Hedish 3N Uit o fog it 3w ufspamd
R ST AT SR GUiEE e & fon A fuifa T 2, e O - wReen & fom ggse ww Sifen <Efew ad & ufa
I F geHT W fHAr T 8
g AT B RYE RO AW AR T H I T Y TR SR AR F 2 F T gRdEw & o fame (o wwEeE R oS
7q Hifd & s giediv s T 2, Rk 3R R0 Sifad % fu i w9 § 9 Gqen B % qvEE e g & qed % wae
O SfEW TR FOR 1§ seE guivds gfeffa @ qof €7 § wEEed R o1 gk 59 Ay § fefafed el w e fean T @
(i) = Sifegw =g 7d @ e
(i) wiFr w= Sifgw e =)
(iil) o1 Sifew e qd & o gerdisor St e giba

214

C214 K214 $



Table- B
DF-4 (e) SBI Residual contractual maturity breakdown of assets
(Rupees in Crores)
1-14 15-28 29 days Over 3 Over 6|Over 1 year Over 3 Over 5 Total
days days & up to | months & | months & & upto years & years
3 months upto 6 | upto 1 year 3 years upto
months 5 years
1 Cash 3707.50 12.14 2.38 3.40 1.20 0.98 2.60 2.00 3732.20
2 Balances with RBI 38466.73 402.07 1646.08 1431.76 3119.58 7793.74 5200.83 12755.84| 70816.63
3 Balances with other
Banks 14268.57 2473.45 8998.63 5199.24 6304.93 1552.68 390.91 1645.12| 40833.53
4 Investments 5897.35 6256.69 | 25279.44 21362.29 | 36991.09| 64816.70 | 46287.62 | 215968.68| 422859.86
5 Advances 80911.15| 16089.41 37951.15 23264.74 38071.90| 238044.89 62787.28 | 107105.42| 604225.94
6 Fixed Assets 31.83 0.00 0.31 0.11 0.21 6.34 2.32 4861.26 4902.38
7 Other Assets 39246.74 6598.69 20448.84 20435.14 17926.94 6861.61 768.71 4895.48 | 117182.15
TOTAL 182529.87 | 31832.45 94326.83 71696.68 | 102415.85| 319076.94 | 115440.27 | 347233.80|1264552.69
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 the 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 the Domestic and
Overseas Exposures, respectively, whose ratings are used for the purpose of capital calculation.
- 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 is used.
(ii) 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 is used.
(iii) For Overseas Exposures, irrespective of the contractual maturity, Long Term Ratings given by approved Rating Agencies is 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 :
= 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.
= 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 rated debt.
Quantitative Disclosures as on 31.03.2008 (Amount in Rupee Crores)
(b) For exposure amounts after risk mitigation subject to Below 100% RW Rs. 297999.68
the standardised approach, amount of a bank’s 100% RW : Rs. 274499.91
outstandings (rated and unrated) in each risk bucket More than 100% : Rs. 51809.80
as well as those that are deducted Deducted Rs. —
Total . Rs. 624309.39
TABLE DF-6 : CREDIT RISK MITIGATION:
(a) Qualitative Disclosures :

Policies and Processes for Collateral Valuation and Management
A Credit Risk Mitigation and Collateral Management Policy, addressing the Bank’s approach towards the credit risk mitigants used
for capital calculation is in place.

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) against exposures,
by effectively reducing the exposure amount by the value ascribed to the collateral. The following issues are addressed in the Policy:
0] Classification of credit risk mitigants

(i) Acceptable credit risk mitigants

(i) Documentation and legal process requirements for credit risk mitigants
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(iv) Valuation of collateral

(v) Custody of collateral

(vi) Insurance

(vii)  Monitoring of credit risk mitigants

Description of the main types of Collateral taken by the Bank

The following Collaterals are usually recognised as Credit Risk Mitigants under the Standardised Approach :
= Cash or Cash equivalent (Bank Deposits/NSCs/KVP/LIC Policy, etc.)

- Gold

=  Securities issued by Central / State Governments

= Debt Securities rated BBB- or better/ PR3/P3/F3/A3 for Short-Term Debt Instruments

Main types of Guarantor Counterparty and their creditworthiness

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

= Sovereign, Sovereign entities (including BIS, IMF, European Central Bank and European Community as well as Multilateral
Development Banks, ECGC and CGTSME, PSEs, Banks and Primary Dealers with a lower risk weight than the Counterparty.

=  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.

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

(b)

The Bank has a well-dispersed portfolio of assets which are secured by various types of collaterals, such as:-

= Eligible financial collaterals listed above

= Guarantees by sovereigns and well-rated corporates,

= Fixed assets and current assets of the counterparty.

For disclosed Credit Risk Portfolio under Standardised Approach, the total exposure that is covered by eligible financial collateral;
after the application of haircuts: Rs.482169.13

TABLE DF-7 SECURITISATION

Qualitative Disclosures

= Bank’s objective in relation to Securitisation activity is to achieve improvement in leverage ratios, asset performance & quality
and to achieve desirable investment & maturity characteristics.

= Loss on sale on transfer of assets to Special Purpose Vehicle (SPV) shall be recognised upfront.

=  Profit on sale of the securitised assets shall be amortised over the life of the Pass Through Certificates (PTCs) assets issued or
to be issued by SPV.

Quantitative Disclosures

The Group does not have any securitization exposures.

TABLE DF-8 : MARKET RISK IN TRADING BOOK

Qualitative disclosures:

1

2)

3

4)

5)

The following portfolios are covered by the Standardised Duration approach for calculation of Market Risk:

= Securities held under the Held for Trading (HFT) and Available for Sale (AFS) categories.

= Derivatives entered into for hedging HFT&AFS securities and Derivatives entered into for Trading.

Market Risk Management Departments (MRMD)/Mid-Office have been put in place based on the approval accorded by the respective
Boards of Banks and other subsidiaries for their Risk Management Structure. Market risk units are responsible for identification,
assessment, monitoring and reporting of Market Risk in Treasury Operations.

Board approved Trading Policies and Investment Policies with defined Market Risk Management parameters for each asset class
are in place. Risk monitoring is an ongoing process with the position reported to the Top Management and the Risk Management
Committee of the Board at stipulated intervals.

Risk Management and reporting is based on parameters such as a Modified Duration, Price Value of Basis Point (PVBP), Maximum
permissible Exposures, Net Open Position limits, Gap limits, Value at Risk (VaR) etc, in line with the global best practices.
Respective Foreign Offices are responsible for risk monitoring of their investment portfolio as per the local regulatory requirements.
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 31.03.2008 is as under: (Rs in crores)

= Interest rate risk : 2270.46
(Including Derivatives)

=  Equity position risk : 1906.82

= Foreign exchange risk : 83.30
Total : 4260.58
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TABLE DF-9 : OPERATIONAL RISK:

Operational Risk Management

Operational risk is the risk of losses resulting from inadequate
or failed internal processes, people and systems or from external
events. Operational risk includes legal risk butexcludes strategic
and reputational risks.

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

The objective of the Bank’s Operational Risk Management Policy
is to continuously review systems and control mechanisms,
proper alignment of risk management activities with business
strategy and between the risk and finance functions, create
awareness of operational risk throughout the Bank, assign risk
ownership, compliance with regulations and improve quality
of products and services and mitigate operational risks.

The Operational Risk Management Department is functioning
in SBI as well as each of the Banking Subsidiaries as part of the
Integrated Risk Governance Structure under the control of their
respective Chief Risk Officers.

The Bank has put in place the following measures to control and
mitigate operational risks:

The Bank has issued a “Book of Instructions”, which contains
detailed procedural guidelines for processing various banking
transactions. Amendments and modificationsto these guidelines
are implemented through circulars sent to all offices. Guidelines
and instructions are also disseminated through job cards, e-
circulars, training programs, etc.

The Bank has issued necessary instructionstoall officesregarding
delegation of financial powers, which detail sanctioning powers
of various levels of officials for different types of financial
transactions

About 90% of the branches (covering 98% of the business) of
State Bank of India have been brought under Core Banking System
(CBS). The remaining branches are also being brought under
CBS in a time bound manner. All branches of the Banking
Subsidiaries are already under CBS.

Training of staff - Inputs on Operational Risk are included as
part of Risk Management modules in the training programs
conducted for various categories of staff at Bank’s apex training
institutes and learning centres.

Insurance — The Bank has obtained Insurance cover for potential
operational risks.

A system of prompt submission of reports on frauds is in place
in the Bank. A comprehensive system of preventive vigilance
has been established in all business units of the Group.

The Bank’s Inspection & Management Audit Department
periodically conducts risk based audits and evaluates adequacy
and effectiveness of the control systems and the functioning of
various control procedures. Italso conducts review of the systems
established to ensure compliance with legal and regulatory
requirements, codes of conduct and the implementation of
policies and procedures.

Risk and Control Self Assessment (RCSA) process is being rolled
out in both domestic as well as international offices for
identification, assessment, control and mitigation of operational
risks in the Bank. The process of building a comprehensive
database of losses due to Operational Risks has been initiated
with a view to graduate to Advanced Measurement Approaches
for Operational Risk Management.

TABLE DF-10:
INTEREST RATE RISK IN THE BANKING BOOK (IRRBB)

1. Qualitative Disclosures

INTEREST RATE RISK:

Interest rate risk refers to fluctuations in Bank’s Net Interest Income

and the value of its Assets and Liabilities arising from 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) which 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 of Directors (RMCB) oversees the implementation of the
system for ALM and review its functioning periodically and provide
direction. It reviews various decisions taken by the Asset - Liability

Management Committee (ALCO) for managing market risk.

1.1 Interest rate risk exposure is measured with Interest Rate Gap
analysis, Simulation, Duration and Value-at-Risk (VaR). RBI has
stipulated monitoring of interest rate risk at monthly intervals
through a Statement of Interest Rate Sensitivity (Repricing Gaps)
to be prepared as the last Reporting Friday of each month.
Accordingly, ALCO reviews Interest Rate Sensitivity statement on
monthly basis.

1.2 Interest rate risk in the Fixed Income portfolio of Bank’s
investments is managed through Duration analysis. Bank also
carries out Duration Gap analysis (on quarterly basis) to estimate
the impact of change in interest rates on economic value of Bank’s
assets and liabilities and thus arrive at changes in Market Value
of Equity (MVE).

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

Maximum Impact
(as % of capital and reserve)

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 market risk to the extent of 20% of capital and reserves,
while part of the remaining capital and reserves serves as cushion
for credit and operational risk.

1.5 Duration Gap: The impact of interest rate changes on the Market
Value of Equity is monitored through Duration Gap analysis by
recognising the changes in the value of assets and liabilities by a
given change in the market interest rate. The change in value of
equity (including reserves) with 1% parallel shift in interest rates
for both assets and liabilities needs to be estimated. Maximum
limit up to which the value of the equity (including reserves)
will get affected with 1% change in interest rates to be restricted
to 20% of capital and reserves.

2. Quantitative Disclosures
Earnings at Risk (EaR)

(Rs.in Crore)

Impact on NII
1953.49

Liabilities

Term Deposit /
Borrowing Cost
increases by 100 bps.

Assets

Lending rate / yield
on investment
increase by 100 bps.

As at March 2008
Amount
2367.96

Market Value of Equity (MVE)

Impact on Market Value of Equity (MVE)

219

C219 K219

&






