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Disclosure under Basel Il (Pillar 3) in terms of Revised Capital
Adequacy Framework

SCOPE OF APPLICATION

Oriental Bank of Commerce is a Public Sector Bank having
no subsidiary.

Oriental Bank of Commerce signed a Memorandum of
Understanding with Canara Bank and HSBC Insurance
(Asia Pacific) Holdings Ltd. in March 2007 for setting up Joint
Venture in Life Insurance. The Joint Venture Company got
registered with Registrar of Companies as Canara HSBC
Oriental Bank of Commerce Life Insurance Company Ltd in
September 2007. The Company has started its operation in
June 2008.

The shareholding pattern of the Company is as given
below.

® CanaraBank -51%
® HSBC - 26%
® OBC -23%

OBC’s investment in the above is risk weighted for accounting
and regulatory purpose.

1.2.1.Capitalization Details:

Total Authorized Capital of the company is Rs. 750 Crore
out of which paid up capital is Rs.500 Crore (50.00 Crore
shares of Rs.10 each) and Rs.125.00 Crore is the amount
of premium paid by HSBC Insurance (Asia-Pacific) Holdings
Ltd. The Company has collected total premium of Rs 641.00
Crore during the end of financial year 31st March 2010,
out of which Oriental Bank has collected as premium Rs
121.60 Crore. Gross Income of Oriental Bank from the
Insurance Operation during Financial Year 2009-10 is Rs
37.10 Crore.

CAPITAL STRUCTURE

Summary information on main terms and conditions /
features of capital instruments

RBI's capital adequacy norms classify capital funds into
Tier-1 and Tier-2 capital. Tier-1 capital includes paid-up
equity capital, statutory reserves, other disclosed free
reserves, capital reserves and innovative perpetual debt
instruments (Tier-1 bonds) eligible for inclusion in Tier-1
capital that comply with requirement specified by RBI.
Elements of Tier-2 capital include revaluation reserve,
general provision and loss reserve, upper Tier-2 instruments
(upper Tier-2 bonds) and subordinate debt instruments
(lower Tier-2 bonds) eligible for inclusion in Tier-2 capital.
Bank has issued debt instruments that form a part of Tier-1
and Tier-2 capital. The terms and conditions applicable for
these instruments comply with the stipulated regulatory
requirements.

Tier-1 bonds are non-cumulative and perpetual in nature
with a call option (with RBI approval) after 10 years. Tier-1
bonds may also have a step-up clause on interest payment
ranging up to 100 bps after 10 years. Upper Tier-2 bonds
are cumulative and have an original minimum maturity of 15
years and may be issued with call option (with RBI approval)
after 10 years. Upper Tier-2 debt instruments may have one
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time step-up clause on interest payment up to 100 bps after
10 years. The lower Tier-2 bonds are cumulative and have
an original minimum maturity of 5 years.

The total amount raised by the Bank through Tier | Bonds
shall not exceed 15% of the total Tier | capital of the Bank
as on March 31 of the previous financial year. Upper
Tier Il instruments along with other components of Tier Il
capital, shall not exceed100% of Tier | capital at any time.
Subordinated debt instruments (Lower Tier ) will be limited
to 50% of Tier | capital of the Bank.

2.2. Tier-1 capital as on March, 31 2010

(Fre %, #) (Rupees in crore)
femm 1 goft afer Rl Tier-1 capital elements Amount
U& IR Yol /A e 250.54 Paid-up share capital/common stock 250.54
IRfEra fofer 7069.98 Reserves 7069.98
qary feer 1 Yol foraa 550.00* Innovative Tier-1 capital instruments 550.00%
g goft forgd 0.00 Other Capital Instruments 0.00
Exs| feam 1 goit 7870.52 Gross Tier-1 capital 7870.52
Ferdr : Deductions:
wfea gife 0.00 Accumulated Losses 0.00
Mg B anRayr 24.00 Deferred tax Assets 24.00
fraer feaR 1 goit 7846.52 Net Tier | Capital 7846.52

*fa<ira a9 2000—10 & IR 300 IS ¥, e T *Rs 300 Crore raised during Financial Year 2009-10
23 31 9, 2010 3 Ry & ergarR fear 1 el 2.3. Tier- Il Capital as on March 31 2010

@rs ©. ) Rupees in crore
o= 11 goit s KUkl Tier- Il capital elements Amount
WY SRl B UTaeT 337.80 Provision for Standard Assets 337.80
i TR ffer 412.84 Revaluation Reserves 412.84
Sa feaR 11 9is 1000.00 Upper Tier |l Bonds 1000.00
RIS 1000.00 Subordinate Bonds 1000.00
[ENERCINGRREICS 0.00 Special reserve 0.00
Fraer fear 11 goi 2750.64 Net Tier Il Capital 2750.64

24 fm1 11\‘:% ¥ R %g = o0 {Gﬁ foraa 2.4. Debt capital instruments eligible for inclusion in Tier-lI
capital

(@S % H) Rupees in crore

Sed fe 1 | fear Upper tier Il | Lower Tier Il
B gPTAT IR 1000 1000 Total Amt. Outstanding 1000 1000
oA fa<ha af & Amt. Raised during
<R g‘c’ré e - - current financial year - -
‘Fﬁ (RIERIKIS] Amount eligible to be
ST &g T [0 1000 1000 considered as capital funds 1000 1000

ol ¥ 3 deldi—g

Other deductions from Capital-Nil
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2.5. Total eligible capital as on 31.03.2010

(@rs % H) (Rupees in crore)
< Amount
ot feaR 1 goft 7846.52 Eligible Tier-1 capital 7846.52
i feaR 11 goit 2750.64 Eligible Tier-2 capital 2750.64
el gl goil 10597.16 Total eligible capital 10597.16
. Yol gt 3. CAPITAL ADEQUACY

34 Yol e
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o 7 R Rod §o @ wrifrdel & ogwy U gol gafdd
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faf=r ofew &=t & fog goft smavgsar (31 wd, 2010)

3.1. Capital assessment

The Bank is subjected to the capital adequacy guidelines stipulated
by RBI, which are based on the framework of the Basel Committee
on Banking Supervision. As per the capital adequacy guidelines,
the Bank is required to maintain a minimum ratio of total capital to
risk weighted assets (CRAR) of 9.0% on an ongoing basis.

The bank has evolved well laid down Board approved Internal
Capital Adequacy Assessment Process (ICAAP) framework.
Assessment and review of Bank’s capital requirements are carried
out at periodical intervals.

In line with RBI guidelines Bank has adopted following approaches
for implementation of New Capital Adequacy Framework — Basel Il.

L] Standardised Approach for Credit Risk
) Standardised Duration Approach for Market Risk
) Basic Indicator Approach for Operational Risk

Capital requirements for various risk areas (March 31, 2010)

(m 5 ﬁ) (Rupees in Crore)
SR & T Risk area Amount
0T AT Credit risk
TR goll 6813.78 Capital required 6813.78
® I\& zérf%(;—cb—m b ded grewhiferar 6813.78 e Portfolio subject to standardized approach 6813.78
® UMl TaTueR Rl e Securitisation exposure Nil
AMS A e & T8d Market risk under Standardised
IOIR SRaH Duration Approach
arufera gon 354.41 Capital required 354.41
TS &R SIRGH 89 200.88 For interest rate risk 200.88
el ga1 faferra SiiRew =g (Wl |feq) 4.50 For foreign exchange (including gold) risk 4.50
sfdact ma—fasa Refd Sew gg 149.03 For equity position risk 149.03
Ao Haas gRedr & dsd Operational risk under Basic
gRarea SRe| indicator Approach
3nferg tLGﬁ 439.71 Capital required 439.71
9% W FHA Yol e 7607.90 Total capital requirement at 9% 7607.90

40 <«
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d% o @ goir Ffer 10597.16 Total capital funds of the Bank 10597.16
Fa ke wIRa st 84532.35 Total risk weighted assets 84532.35
Yol ggierar U 12.54% Capital adequacy ratio 12.54%
31.03.2010 @I Rerfay & TR Yolt wiar I Capital adequacy ratio as on 31.03.2010
@ I Capital Ratios
fea= 1 goft srquma 9.28% Tier I Capital ratio 9.28%
feaR 11 geit srgure 3.26% Tier —lI Capital ratio 3.26%
Bl Yol U 12.54% Total Capital ratio 12.54%
4. T SIREw 4. CREDITRISK

4.1 o SIRe| g§EE Y v ufhar
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4.1. Credit risk management policy and processes

Management of credit risk in the Bank is governed by
a Board-approved Credit Risk Management Policy and
Recovery Policy. The Credit Risk Management Policy and
Recovery Policy of the Bank have been prepared The Bank
is exposed to credit risk in its lending operations. Credit
risk is the risk of loss that may occur from the failure of any
counterparty to abide by the terms and conditions of any
financial contract with the Bank, principally the failure to
make required payments. The broad objectives are to meet
the following goals:

® Adhere to the guidelines / policies enunciated by RBI and
other regulatory authorities.

) Be the preferred bank for corporate, government, small and
medium enterprises, rural/micro banking, agriculture and
retail customers.

) Maintain cordial business relationship with all customers by
servicing their needs promptly and efficiently.

[ Build a diversified good quality asset portfolio through risk
based lending and active churning of the portfolio.

[ Optimise risk return profile with adequate exit options.

The policy covers corporate, small and medium enterprise, retail,
rural/agriculture and investment related exposures. There is a
structured and standardized credit approval process including
a comprehensive credit appraisal procedure. In order to assess
the credit risk associated with any financing proposal, the Bank
assesses a variety of risks relating to the borrower and the relevant
industry. The Bank evaluates borrower risk by considering:

[ The financial position of the borrower by analyzing the
financial statements, its past financial performance, its
financial flexibility in terms of ability to raise capital and its
cash flow adequacy.

® The borrower’s relative market position and operating
efficiency

®  The quality of management by analysing their track record
and conduct of account.
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The Bank evaluates industry risk by considering:

° Certain industry characteristics, such as the importance of
the industry to the economy, its growth outlook, cyclicality
and government policies relating to the industry.

®  The competitiveness of the industry and

®  Certain industry financials, including return on capital
employed, operating margins and earnings stability.

Credit Approval Authorities:

The Board of Directors has delegated the authority to the
Management Committee of the Board, Chairman & Managing
Director, Executive Directors, General Managers at Head Office.
Also at Regional Office level, various Field Functionaries i.e.
Regional Head, Second man at the Region and the Branch
Incumbents have also been delegated discretionary powers for
sanction of various types of credit facilities to various segments of
borrowers. The delegation of structure has been designed to ensure
that the transactions with higher exposure and level of risk are
put up to the corresponding higher forum/committee for approval.

Following guidelines of Credit Risk Management Policy duly
approved by the Board of Directors are being adopted for the
purpose of screening of the proposals qualitatively so as to ensure
healthy credit portfolio of the Bank

1. Credit Risk Management Department is set up at Head Office
and Credit Risk Management Cell at all the Regional Offices
of the Bank. The function of Risk Management Department is
independent of processing/ appraisal/ sanction of the proposal.

2. Credit Approval Grids for different functionaries at Head
Office and Regional offices of the Bank are set up in
accordance with the Credit Risk management Policy of the
Bank. The senior executives of the Bank are members of
the Credit Approval Grid.

3.  The presence of the members from Risk Management
Department and Credit Department is mandatory for quorum
of the meeting of the Grid.

4. Rating of all the accounts availing credit facility (except
staff Loan and loan against Bank’s own Fixed Deposits) ,
Small & Medium Enterprises (SME), Retail credit including
Housing Loan is done on the basis of internally adopted
credit rating models developed through our risk management
consultants.

5.  The Proposal is placed before the Credit Approval Grid
by the credit department for qualitatively screening and
recommendations along with the views of the members of
the Grid to the sanctioning authority.

The objective of this framework is to ensure healthy credit portfolio
of the Bank by following the set principles of Risk Management.
The analysis of the composition of the credit portfolio (Rating wise/
Industry wise) is placed to the Supervisory Committee of Directors
on Risk Management (SCDRM) on half yearly basis along with
the migration of rating of borrowers.
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Bank complies with the norms on exposure stipulated by RBI for
both single borrower as well as borrower group at the consolidated
level. Limits have been set up by the Risk Management
Department as a percentage of the Bank's consolidated capital
funds and are regularly monitored. The Bank has also stipulated
internally various exposure limits (including substantial exposure)
to industries, sensitive sectors and for the borrowers based on
their constitution.

Definition and classification of non-performing assets
(NPA)

The Bank classifies its advances (loans and debentures in the
nature of an advance) into performing and non-performing loans
(NPL) in accordance with the extant RBI guidelines.

An NPA is defined as a loan or an advance where:

. Interest and/ or instalment of principal remains overdue for
more than 90 days in respect of a term loan. 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;

Il.  The account remains ‘out of order’ in respect of an overdraft/
cash credit (OD/CC) facility continuously for 90 days. An
account is treated as ‘out of order’ if:

®  The outstanding balance remains continuously in excess of
the sanctioned limit/drawing power

[ 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 the balance sheet or, credits in the account are not enough
to cover the interest debited during the accounting period

) Drawings have been permitted in the account for a continuous
period of 90 days based on drawing power computed on the
basis of stock statements that are more than three months
old even though the unit may be working or the borrower’s
financial position is satisfactory

®  Theregular/ad-hoc credit limits have not been reviewed/ renewed
within 180 days from the due date/ date of ad hoc sanction.

IIl. A bill purchased/discounted by the Bank remains overdue
for a period of more than 90 days.

IV. Interest and/or instalment of principal in respect of an
agricultural loan remain overdue for two crop seasons for
short duration crops and one crop season for long duration
crops.

Further, NPAs are classified into sub-standard, doubtful and loss
assets based on the criteria stipulated by RBI. A sub-standard
asset is one, which has remained NPA for a period less than or
equal to 12 months. An asset is classified as doubtful if it has
remained in the sub-standard category for 12 months. Aloss asset
is one where loss has been identified by the Bank or its internal
or external auditors or during RBI inspection but the amount has
not been written off fully.
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42. [ GHA FI TREH TFEUOR (31 A1, 2010) 4.2 Total Gross Credit Risk Exposure (March 31, 2010)
(@RS o H) (Rupees in crore)
FUT GaUIeR o Sl LU Category Credit exposure Amount
Aty smeniRer sgfaemd 84183.94 Fund-based facilities 84183.94
R fAfer smerRa gfawme* 21490.92 Non-fund based facilities* 21490.92
B 105674.86 Total 105674.86
* R A muRa el § ¢ TRl &R 99 U5 IEd ©, *Non Fund based facility includes Bank Guarantee (BG) and
Letter of Credit (LC).
43. T SIfEH TawuioR W ameRa Sifew wiRka anfaai (31 4.3  Risk Weighted Assets based on credit risk exposure
A, 2010) (March 31, 2010)
RIS To H Rupees in crore
FOT TFIUIoR & St SiRaw wiRka R Category Credit exposure Risk Weighted Assets
fAfer smenfRa gfaemd 64473.66 Fund-based facilities 64473.66
iR Al smenRa gfaemd 11235.06 Non-fund based facilities 11235.06
B 75708.72 Total 75708.72

T YaUIoR H AR T, SRR Yol giaery (@i [t
AW SN The—SUR, AN FOT, 3RS WG d IR s
af) & fo fad e €1 SR 4 W Faer wnfae 81 €, S

O IRI—U4, Fe—

Credit exposure includes exposure towards term loans; working
capital facilities (i.e. funded facilities like cash credit, demand
loan, temporary limits and non-funded facilities like letter of credit,
co-acceptances, financial guarantee, performance guarantee

and investment in Banking Book etc.).

The above excludes

i oy Mo E | investments, which are covered under Market Risk.
44. 9T AR BT ARG RAavor (31 9, 2010) 4.4 Geographic distribution of credit exposures (March 31,
' 2010)
(@IE o ) (Rupees in crore)
A smeRa | v AR smnRa Fund-based Non-fund based
29 F 84183.94 21490.92 Domestic 84183.94 21490.92
e & Nyl gl Overseas Nil Nil
HA 84183.94 21490.92 Total 84183.94 21490.92
45, F&0T IR T SUNIR FfAGRYT (31 A, 2010) 4.5 Industry-wise distribution of exposures (Mar 31st 2010)
31.03.2010 @1 Rerfey (@re 5. ®)| | As on 31-03-2010 (Rs. in Crore)
w3, | R SNo. Fund |Non-fund
ameRa | s based based
1 G AT ST KCbRJC’H ‘{‘”(%\'I) 50.52 2.52 1 Mmmg and quarrying
3 |dle o} gwr 4768.98 | 1876.24 (including coal) 5052 2.52
4 o grq e o SeTe 709 61 226.02 3 |lron & Steel 4768.98 | 1876.24
- 4 th tl tal P t 709.61 226.02
B 1550.79 89123 Other metl and metal Products 09.6 6.0
" 5 |All Engineering 1550.79 891.23
51 |RREi A solagre 34865 | 14145
5.1 | Of which electronics 348.65 141.45
52 |3 1202.14 749.78
5.2 |Others 1202.14 749.78
6 |k 46.14 0.00 6 |Electricity 46.14 0.00
44 «
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7 Qi—;‘ﬁ Grel 2297.10 102.09 7 Cotton Textile 2297.10 102.09
8 |V a9 32.52 1.41 8 Jute Textile 32.52 1.41
9 |39 99 1711.73 182.77 9 other Textile 1711.73 182.77
10 | = 703.34 170.30 10 |sugar 703.34| 170.30
1 |3 3.40 0.14 11 |Tea 3.40 0.14
12 | ETe S 1794.56 389.27 12 |food Processing 1794.56 389.27
13 | @ da iR gty 160.94 100.72 13 | Vegetables oil and Vanaspati 160.94 100.72
14 | IR, 3R SESICASII 301.65 27.62 14 | Tobacco and Tobacco products 301.65 27.62
15 | BTTST 3R BTl IdTE 959.21 130.68 15 | Paper and paper products 959.21 130.68
16 |Te iR e IR 579.95 101.15 16 | Rubber and rubber products 579.95 101.15
17 | xamaE, o1, 3R Ue anfy 757.27 281.38 17 | Chemicals, Dyes, paints etc 757.27 281.38
171 B & Sd® 26.94 286 17.1| Of which Fertilizers 26.94 2.86
17.2| Form & U2 xR 26.10 25 79 17.2| of which Petro chemicals 26.10 25.79
173 For e & Ry 17.3| Of which Drugs
T T 402.91 44.58 and pharmaceuticals 402.91 44,58
174l a7 30132 208.15 17.4| Others 301.32 208.15
18 |<am= 914 .49 247 66 18 |Cement 914.49 247.66
e 86.29 104 19 |Lathear and Leather Products 86.29 1.04
20 | aik ST 418.08 | 2063.48 20 |Gems and jewellery 418.08| 2063.48
21 |frfor 255 40 31568 21 | Constructions 255.40 315.68
22 |Ueiferm 1007 54 305.57 22 | Petroleum 1007.54 305.57
23 |zal afed siemETsa 69131 52.18 23 | Automobiles including Trucks 691.31 52.18
24 | Prgex e 46.30 0.00 24 | computer Software 46.30 0.00
25 | qfardl s 1768136 | 148163 25 |Infrastructure 17681.36| 1481.63
251 | o & ot 9286.10 263.97 25.1| Of which Power 9286.10 263.97
25.2| fore © qReaR 223073 280.66 25.2| Of which Telecommunication 2230.73 280.66
253 Qﬁaﬂﬁ q‘ﬁjg?{ TSP 203733 | 774.00 23 ;);(;N tr:gfwz;(ﬁ;n 2037.33|  774.00
254 3t 412720 163.00 25.4| Others 4127.20 163.00
26 |} e fo wufera 4444.71 0.00 26 | NBFCs 4444.71 0.00
27 |efe 2849.15 0.00 27 | Trading 2849.15 0.00
28 |3y &N 2072.55 733.98 28 | Other Industries 2072.55 733.98
29 |srafre arg i 37289.05 | 11806.15 29 |Residuary other Advances 37289.05| 11806.15
B Sire 84183.94 | 21490.92 Grand Total 84183.94 | 21490.92

4.6. FRTAT T AR GiIgRe IRygaar Hadt faavor

31 974, 2010 @1 R & rgaR Rl &1 gRugaan ef@n =

IRoY # fear T 8

4.6 Residual contractual maturity break-down of assets

The maturity pattern of assets as on 31st March 2010 is detailed
in the table below.
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RIS o H Rupees in crore
yRugaar e fA e fAesh LEL Maturity Buckets Gross Investments | Foreign
s GET)) Rt Advances | (Grosss) currency
assets
SrTel fa 5103.60 0.00 | 1458.29 Next day 5103.60 0.00 | 1458.29
27 f 1112.32 0.00 28.12 2 -7 days 1112.32 0.00 | 2812
814 f&F 1376.85 0.00 3.17 8 -14 days 1376.85 0.00 3.17
15-28 fa 3776.60 143.70 134.16 15-28 days 3776.60 143.70 | 134.16
20 fa-3 TE 7650.10 217.06 439.14 29 days-3 months 7650.10 217.06 | 439.14
> 3 HIg—6 HIg 8643.04 525.86 345.66 >3 months — 6months | 8643.04 525.86 | 345.66
> 6 "E—1 av 10443.38 576.74 43.85 >6months-1 Yr 10443.38 576.74 43.85
> 1 99—3 a9 17499.46 3469.97 1.87 >1Yr-3Yrs 17499.46 3469.97 1.87
> 3 99—5 a§ 11321.18 3831.92 0.00 >3Yr-5Yrs 11321.18 3831.92 0.00
> 5 qy 17257.41 27020.08 207.90 >5Yrs 17257.41 27020.08 | 207.90
gl 84183.94 35785.33 2662.16 Total 84183.94 35785.33 | 2662.16

47. R TRt Fon (@dg) & ¥y (31 AT, 2010)

4.7 Amount of non-performing Assets (NPAs as on Mar

PRIS Bo | 31, 2010) Rupees in crore
TANY BT Tiftpxor B TRy fAaer Tdiw NPA Classification Gross NPA Net NPA
R 679.28 609.53 Sub- standard 679.28 609.53
fever 731.79 186.29 Doubtful 731.79 186.29
feTer —1 293.75 104.60 Doubtful-1 293.75 104.60
wfewer —2 292.83 81.69 Doubtful-2 292.83 81.69
wferer —3 145.21 0.00 Doubtful-3 145.21 0.00
ElIR| 57.68 0.00 Loss 57.68 0.00
B 1468.75 723.82* Total 1468.75 723.82*
TdT CIECISE 1.74% 0.87% NPA ratios 1.74% 0.87%

* 72 PRIS Do B IR YIGET P Heldl & d1q |

1. B IR FereasR SR SruId @I 0T, B AR H /e

* After deduction of floating provisions of Rs 72 crore
1. Gross NPA ratio is computed as a ratio of Gross NPAs to

R FEEAeR) IRTdl & U & wu H @ TS T Gross Advances.
2 Frae IR ereser s1iRd rgurd @1 oM, faet off|i 5 2. Net NPA ratio is computed as a ratio of Net NPAs to Net
e IR FYIETaR) STRAdl & U & w4 H &I 78 © | Advances.
48. Q’H"ﬂ'q H SdR—deld 4.8 Movement of NPA
A I§CC Gross Net
01.04.2009 I 37T I 1058.12 442.43 Opening Balance as on 01.04.2009 1058.12 442.43
¥ & IRM gfg 1133.10 1133.10 Addition during the year 1133.10 1133.10
9§ & SR HH 722.47 851.71 Deduction during the year 722.47 851.71
31.03.2010 I 3fa o9 1468.75 723.82 Closing balance as on 31.03.2010 1468.75 723.82

46 <«
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4.9. A {,rg eyl ¥ SIR—deE 4.9 Movement of provisions for NPA

UL Amount
01.04.2009 BT 31T IY 594.65 Opening Balance as on 01.04.2009 594.65
¥ & SR fbu T yrgu 133.90 Provision made during the year 133.90
99 ® SR 9 @ Slel Y 0.00 Write-Off during the year 0.00
HfIRD UTaer &1 geRid 0.00 Write back of excess provision 0.00
31.03.2010 ®I ZfT oY 728.55 Closing balance as on 31.03.2010 728.55

4.10. TRHRI SR o7 IgAIfRT uRnIfal & A= ufnyforat #
IR—freEer A (TTders) @

4.10 Amount of non-performing investments (NPI) in
securities, other than Government and other approved

securities

R Amount
31.03.2010 T Reifer & srgaR Gross NPI as on 31.03.2010 88.93
EIRINEE S ICE CANMEEN 88.93
- PN 88.93 Total provision held 88.93
fger IR fTeAaRY e I Net NPI Nil

411, frae = b %g e ¥ SaR—Ted 4.11 Movement of provision for depreciation on investment

UL Amount
01.04.2009 BT 37T AY 169.44 Opening balance as on 01.04.2009 169.44
frg e e 93.34 Provision made 93.34
mm diﬁljlj‘c\* Sl 216.63 Write Off/ Write back of excess provision 216.63
31.03.2010 P Sfa 99 46.15 Closing balance as on 31.03.2010 46.15

5. O SNfEd : fRepior & arege=
2 ATDIPT g

51. d9I&l eUiDH

R I Arifeel | dof & I8 suferd & & 9 fafifds arer o
eI Yol (SHTOas) srerfq evep wfduedt 8 fbfie, $av,
JMEARIRY Torr e (WRa) den faceh ufauel & foy v e
93, eI Uve fa gRT U 1Y qeia &1 TANT N | ARA
Red §& g1 IR 0T ™I Yolladl & SUANT Bq
dol @ NI d s aRads T1 8 | I8 Jeaida (e ke iR
R Y menRa M1 YR & TaRIIoR & oY fhar ST € |
SURITh T UHR &I FART Jedidhd Yol~aai & il b1 TN
A= JPR & TaIUoR 8q FFER f6ar S @ ¢

O TP Y T B IT S aRIER AASHTd YRYFadr arel YaAuIoR
TG (TPe—UR, AR FUC AR I URHH AE), I

|
(1) ENe THE—IYUR, IR $IC 3IR 3= YRS ARdl (afdr
@B M 7)) 3R /A v 9§ & e WA F o1 vy deiafy

eI ] BINTT |

5. CREDIT RISK: PORTFOLIOS SUBJECT TO THE
STANDARDISED APPROACH

5.1 External ratings

The Basel Il guidelines require banks to use ratings assigned
by specified External Credit Assessment Agencies (ECAIs)
namely CRISIL, CARE, ICRA & Fitch (India) for domestic
counterparties and Standard & Poor’s, Moody’s and Fitch for
foreign counterparties. There is no change in banks policy for
utilisation of RBI approved ECAIs. The rating is used for both fund
based and Non-fund based exposure.

All the above identified Rating Agencies' ratings are used for
various types of exposures as follows:

(i)  For Exposure with a contract maturity of less than or equal
to one year (except Cash Credit, Overdraft and other
Revolving Credits) , Short -Term Rating given by ECAls will
be applicable.

(i) For Domestic Cash Credit, Overdrafts and other Revolving
Credits (irrespective of the period) and (or Term Loan exposures
of over one year, Long Term Rating will be applicable.

| £ a7
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(1) fac=Il # vaaureR 8, Wiaer uRuadd §o W 8, TR
qedde Uol~adl g1 fdar war <rafafe gedred ofn
BT |

(V) U HRURE T8 & Hiax fh weern favy & fQy v qeaia
BT TANT I FHE & IR 3T FRIRIT & SRgd IR & forg
8l fhar S AT |

9% & WERIGIARI & WU H BRI B drell faRdiepd Tordl &l

HEIA A d& AU UTEHI B HAIP B &g NAND Jedid

T @1 N TN FRAT B IS Hed BT dNIR B Uil &

39wy BT gAREd B o9& | aenfd, o qu goh gafwdr

T B AR SIRIH YR DI TUMT B & T I8 JeAid1 bl

TATT R B |

5.2. Sifa™ WR §RT 0T fasT

A &1 TS ARel H A ugRg SRew gael § T 9 =g (e

g IR-F gerr R AfEa) 96 @ Ga Ahd gHrEr AR

T E

For Overseas exposures, irrespective of the contractual
maturity, Long Term Rating given by International Rating
Agencies will be applicable.

Rating assigned to one particular entity within a corporate
group cannot be used to risk weight other entities within the
same group.

The Bank also uses an internal rating mechanism for rating
its clients with the assistance of specialised agency acting as
Bank's consultants to ensure that the model is in line with market
participants. However, the Bank uses external ratings for the
purposes of computing the risk weights as per the new capital
adequacy framework.

5.2 Credit exposures by risk weights

The table below discloses the amount of the Bank’s Total Gross
outstanding for credit exposures (including Investments and Non
Fund outstanding also) in three major risk buckets

Rupees in Crore

RIS Bo H
ISR S0 THIT T SR\ 9IRa Exposure Amount |Risk Weighted
et Category outstanding Assets
100% & HH SIRIA AR 120646.34 21776.99 Less than 100% risk weight 120646.34 21776.99
100% SIREH R 61484.95 38388.41 100% risk weight 61484.95 38388.41
100% ¥ 3ffd® SIReH R 13809.10 15543.32 More than 100% risk weight 13809.10 15543.32
Pl DI TS 0.00 0.00 Deducted 0.00 0.00

o uH kU fog wnfier sk fHaer g SRafea fax wnfaer =
2, S 9IoiR SRaw # enfie fbg g €

6. T SIRGH HH BT

Ao oy vgfod, 9 oer =ar 8 & % gaa 1@ ) W@l
TN g9 9 | SR A1 & G (AfET) $7 SuAnT fhe der
TH BN :

B BH P D] APND b WU H AT 8, Gb b b U oA
BT AMBR BIAT 2| 98 39d v §b T ides (6 SRR
TR A TSR @dr 8 3R ol & aHo & SIffadrR &l
TRINT R B gE-UF ol 8 O % & forY S w9 9 ugd
fhy S arer gxaaS 2 |

FOT SIREA REAPROT 3R HUredipa yeE Ay
d% W Husel gRT SMFANET U SIREH <LAPRVT ddbeild AR
HuTlRde yeee HIf €, e qeaiide &1 a9+, FFiRds & S,
FHREds &1 oaida a Feor, o faciia |ganlRds, TR SR
IR Red 9@ grr fafafde wifs fag v 8

9% gRT |HIRdd @ g For gidem @ uffd & fag
Fofl S1eraT I UeT gRT b I < 8 IMRdAl a1 AfPRI &
w7 H & TS B N/ Iqeade) & <@l ?g uffa & w5
# & Rt /<fdemel & ddg # § @ ufend o eR &
AfBR B |
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° Includes credit exposures and excludes investment &
derivative exposures covered in market risk.

6 CREDIT RISK MITIGATION

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

Bank uses the on-balance sheet netting as the Credit Risk
Mitigation (CRM) technique of the same borrower as the right of
set off is with the Bank. For that bank creates the general lien on
the collateral (Bank Deposits) and takes the undertaking from the
borrower to use the right of set off, which is legally enforceable
document for the Bank.

Credit risk mitigation and collateralised management policy

Bank has Board approved policy on Credit Risk Mitigation (CRM)
Techniques & Collateral Management, which covers guidelines for
selection of collaterals, risk in collaterals, valuation and inspection
of collaterals, eligible financial collaterals, guarantees and RBI
stipulated haircuts.

The Bank defines collateral as the assets or rights provided to
the Bank by the borrower or a third party in order to secure a
credit facility. The Bank would have the rights of secured creditor
in respect of the assets/ contracts offered as security for the
obligations of the borrower/ obligor.
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IR Red d6 & Arifdel & ogaR & duillas uffa &
i & for <mads gReamIv Su=Tar 2 | 39 gRedIvT & ofaeid,
do IRa-11 AritEel § genfafafde gt smawamarsii @
TUET HR I g o< durf¥ass uferyfost gmr ew fdg o
SRe| @1 AT T fruer $I <1 S arell =0T RN HH R <l
2| IRE—11 AriEel & ogER, 96 Wuitas uforifa & g
=T # G IAR—GIa Bl FARINTT B & forg U g8 fanedt
Hur¥asd gfrfd & Jed BT STINT 9Rd Red @ & Anffaeei
g1 fafafd aenall & oIgaR &xal & | A Fariom, g Ao
Al a1 T &, Furiasd a2 srReRar—aHrantor IR e
% forg, ] SReT RE W MenRa Yol TR &1 IO BRd \HA
TaaoR H 9 ger Ry o £

Reat Searal =g ol ST arelt ufoyfa, e Searal @1 St i
H gR9IRT @ T € | AT kol 3R 3=y Reet ol & forg fasy
GITST BT S aTell |HaRT /1R @1 ufenffa & wu # @1 91 & |
HURTT &1 Hedidh AFAIST Hedidh Yoldl §IRT HRaT ST © |
d U Saare W URgd BRal © Sl JgREaar uTiiad gfenfd R
U7 JAREYT | ¥ IS AT Icare Rl & orgwu warad
g o & o fafr ger @ wulas uferiforal, eaiee SR
AT afe & Hefe 2|

& Ied 07 &b UTEDI AR Hod Icral o sRdfed, fhird Foli
AT & oIy ISR GAEW W U $RaT & | JoEdl giaemall

D g H FOT ARSI BT AFAGT e FHed gRT fBA W |

H fofy, Feee dsa gRT gHIed ol SfHed UHeR &
JTAR, T IFHGTADAT UITHRI §RT fbar Sirar € | srgaifed
IR AN & AR, IS BT S arell giaemsii (Rea Sag,
¥RRI 3 B ST TR F0T) & Y I AT & AFHY FUIidd
gferifa o ol 2

A i duffas ufrfa & ger

d%, U1 SIREH Pl BH PR & oY qRIG—II ANIRE & JFAR
YSil R18T YT PR B U Badl (AR YR i =i wuri¥as
GRRfRIT T €1 AT=IAT UG Rl © | S99 Adal (9o & Ui 5T, [T
(gfera 3iR 3TTT, 99.99% Y& & SHID dTel HUTTA I ST &
), b5 3R I WPRI §RT SR Flenferi, sfaxr s
3, A f[aer o3, IS g9d yEoT U, 4 eE & s
ERT R T 9141 Susil gRT 1T Sguvr Hed |fed SN Sitas
T ARy, fodT A= U SRoT HeihT Toidl gI_T Hedlfdd
IR e TGS & H ST & 3R Iordl B HW Jddg
guEl # e R @ forg AT © 9 gue ARt dwemsii |
Bl HH BT B foly, 3Tl Ufaueri & TREAT S WRBR,
HRUNE 3R ARFAT F TRE W TNBR B 2 |

d% IR—fo<i duilfas gfrfa e <ie, 981 o), A

an &

Collateral valuation and management:

As stipulated by the RBI guidelines, the Bank uses the
comprehensive approach for collateral valuation. Under this
approach, the Bank reduces its credit exposure to counterparty
when calculating its capital requirements to the extent of risk
mitigation provided by the eligible financial collateral as specified
in the Basel Il guidelines. In line with Basel Il guidelines, the Bank
adjusts the value of any collateral received to adjust for possible
future fluctuations in the value of the collateral in line with the
requirements specified by RBI guidelines. These adjustments, also
referred to as ‘haircuts’, to produce volatility-adjusted amounts for
collateral, are reduced from the exposure to compute the capital
charge based on the applicable risk weights.

For retail products, the security to be taken is defined in the
product policy for the respective products. Housing loans and
other retail loans are secured by the security of the property/ asset
being financed. The valuation of the properties is carried out by
an approved valuation agency. The Bank also offers products,
which are primarily based on collateral such as shares, specified
securities, warehoused commodities and gold jewellery. These
products are offered in line with the approved product notes, which
also deal with types of collateral, valuation and margining.

The Bank extends unsecured facilities to high rated clients and for
certain products such as derivatives, personal loans etc. The limits
structure with respect to unsecured facilities has been approved
by the Board of Directors.

The decision on the type and quantum of collateral for each
transaction is taken by the credit approving authority as per the
credit approval authorisation approved by the Board of Directors.
For facilities provided as per approved product policies (retail
products, loan against shares etc.), collateral is taken in line with
the policy.

Types of eligible financial collateral

The Bank recognizes only specified types of financial collateral to
be eligible for providing capital relief in line with Basel Il guidelines
towards credit risk mitigation. This includes cash (deposited
with the Bank), gold (including bullion and jewellery, subject to
collateralized jewellery being benchmarked to 99.99% purity),
securities issued by Central and State Governments, Indira
Vikas Patra, Kisan Vikas Patra, National Savings Certificates, life
insurance policies with a declared surrender value issued by an
insurance company which is regulated by the insurance sector
regulator, certain debt securities rated by a recognized credit
rating agency, mutual fund units where daily Net Asset Value
(NAV) is available in public domain and the mutual fund is limited
to investing in the instruments listed above and guarantees from
certain specified entities. In addition to the financial collateral
bank also accepts guarantee from different counterparties to
mitigate the risk like guarantee from Government, Corporate and
Individuals.

Bank also accepts non-financial collateral i.e. Stock, book debts,
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TURY iR a1forfTe WUy iR T3 3R A3N=) &7 §efdh ) e R
PRl B |

TREA HH=ABROT (FTOTR 3T 9E) & IR H WiRgH &H
T Gedlt g

mortgage of residential property & commercial property and plant
and machinery.

Information about (market or credit) risk concentrations within
the mitigation taken

g g duif¥as Ugh 9= Ug<h Total exposure covered by | Amount of used| Amount of

qJ GHE WRT ERT g gulRse o T Eligible Financial Collateral |Eligible financial |used set off
o m £ oy = & Set Off Amount Collateral

2 —amenRa 84183.94 334854 | 346972 Fund Based 84183.94 3348.54 3469.72

R—ffSr 3memRa | 21490.92 3687.00 — | [Non-Fund Based |21490.92 3687.00 -

Eayl 105674.86 7035.54 3469.72 Total 105674.86 7035.54 3469.72

FOT HHx0T SNaH Credit concentration risk

Jfafifed Fuifad UPpM, UHeRTE SURGAT HI TaUoR s &
AT U & HBGHIOT & BRYT BIAT © | BRURS UCHIfr]
% fqid fIdeqel U & wU H fEeT Ieed dEdR SiiRke
Udee IR SIRIAl & HoH<idxol I g9 7, IRa Rod d6
Thel SURGAR Tl FHg SURGARN & &y M a1l % @&
JfIHTH TaqUoR W Frme dEg FuiRa @ €1 aRdg Red
d% gIRT JATRITRE fadeyer AHmell & 3iaiid, SrHsfafs & Yaauror
e 7 % gRT SURGAT U BT Y S arel Afdmad vauror
& fog MuiRa ST ergifed o= & B | Ad=or iRew &
fues & fog o Ay # = AW FuiRa o 1€ 21 wed
SURS], YU, SN, JU B EES & Taduor & forg HHm
fReiRa @1 T 2|

T

1. 9% gRT ®U SIRgA gdes & fofu o1 SrgAigTaadl
SR ST ughy, SRem SenRea Jedie =i 0T YAier a2
ARET BT UERT fHAT ST T B RO SUREH BT el
fafr= Sel @ &9 @1 <) ¥ WedR UauIeR AR,

TRAYTOR T Arfd TaRAUIoR & Soadd AR

ERT fhar <rar € &R Wuif¥as dom TRfeAl @ wiftd gRr
SReA &I ®H fhar SIraT 2

2. 100% WU | O SIRGH B porg FIRE H derar
e 21

9% & AHSIHA REHIV & Ifcid o1 ARIH & forg gon

JATYHAT 6813.78 PRIS %0 2 |

7. URMfISROT @ AM@IGd gReHIT 7Y THETHIOT
d% BT DIs UFPHAHROT TaaUoR T2l © |

8. ofET a8 ¥ IR wiRaw

8.1. 9NIR SRgd gaerd -ifa

SRgw yeeE ~Nfoa

2fET 981 ¥ Jo @ U 99 BT TAUHS SR TUhUy griehifer
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Credit concentration risk arises mainly on account of concentration
of exposures under various categories viz. industry, products,
geography, underlying collateral nature, single/group borrower
exposures etc. Within corporate portfolio, as a prudential measure
aimed at better risk management and avoidance of concentration
of risks, the RBI has prescribed regulatory limits on banks’
maximum exposure to single borrowers and group borrowers. In
order to restrict the concentration risk arising out of longer tenure
exposure within the prudential limits set by RBI, the Board of
Directors of the Bank has approved prescribed sub limits for the
maximum exposure the Bank can have to a borrower group. Within
the various limits are stipulated in the credit policy to address
concentration risk. Limits have been stipulated on single borrower,
group, industry, longer tenure exposure to a group.

General

1. Credit approving authority, prudential exposure limits,
industry exposure limits, credit risk rating system, risk based
pricing and loan review mechanisms are the instruments
used by the bank for credit risk management. Credit Risk
is measured through dispersion of risk through segmental
exposure limits to various industries and sectors, prudential
exposure and substantial exposure ceilings and risk
mitigation by obtaining collateral and guarantees.

2. The CBS coverage of 100% provides comfort in central
monitoring of credit risk.

The capital requirements for credit risk under standardised
approach @ 9% is Rs.6813.78 crore.

7. SECURITISATION: DISCLOSURE FOR STANDARDIZED
APPROACH

Bank does not have any Securitisation Exposure.
8. MARKET RISK IN TRADING BOOK

8.1 Market risk management policy
Risk management policies

In trading book Bank holds HFT and AFS portfolio of Investment.
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The rest of Assets i.e. Investment under HTM and Advances are
treated as banking book.

Strategies and processes

Under Market Risk Management Liquidity risk, Interest rate risk ,
Foreign exchange risk and equity risk are monitored. Bank is not
currently trading in commaodities.

Liquidity Risk

Gap analysis is followed for monitoring liquidity risk on fortnightly
basis. jPrudential limit based on RBI guidelines for the short- term
buckets are monitored. Besides prudential limits are in place
for market borrowing — Daily and average call borrowing — Inter
Bank Liabilities, Purchased funds etc. High value bulk deposits
are monitored on daily basis by the investment committee. Short-
term dynamic liquidity statement is prepared on a fortnightly basis
to assess the liquidity position, which takes into account the
business growth. A contingency funding plan is in place to meet
the emergencies. The plan is tested on a quarterly basis. Stress
Testing is also done on a quarterly basis to assess possible loss
to Bank if there is any liquidity crisis and if funds are to be raised
from the market to meet the contingencies.

Interest Rate Risk

Gap analysis is used to assess the impact on the Net Interest
Income of the bank for the next 12 months and till the next financial
year. The Bank also uses duration gap analysis.

Prudential limits have been fixed for duration of liabilities. Bank’s
investments portfolio is monitored on basis of duration analysis.

VaR methodology is followed for dated securities under SLR and
Non SLR (domestic). Prudential limits for VaR have been fixed and
daily monitoring is being done and reported to Top Management.
Stress Testing is done to assess the impact on Economic Value
of Equity by infusing a shock of change in market rate upto 200
basis points.

Foreign Exchange Risk

The Bank has fixed maximum daylight and overnight exposure
for foreign exchange exposure in various currencies. Also, stop
loss limit, take profit limit and single deal limits are in place for
monitoring the forex operations of the dealers.

Equity Price Risk.

The bank’s domestic investment policy has fixed stop loss limits
for equity dealers. Daily reporting to Top Management on the
transactions and profit is done.

Structure and Organisation of Market Risk Management
function:

Risk Management is a Board driven function supported by three
levels-

(i) Risk Management Committee of the Board for overseeing
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and issuing directions, wherever necessary / approving Risk
Management Policies etc.,

(i) Asset Liability Management Committee (ALCO) who
consider policy issues and

(i) Risk Management Cell providing support at the ground
level.

Scope and nature of risk reporting and / or measurement
systems:

In respect of domestic business the guidelines stipulated by RBI
for managing Market Risk is followed such as — Preparation of
Interest Rate Sensitivity statement on a weekly basis — Duration
analysis of investments in the Trading book on a daily basis — VaR
calculation of trading book investments on a daily basis excepting
the equity portfolio — conducting stress test for liquidity risk /
market risk on a quarterly basis. — Duration analysis of domestic
balance sheet and impact on the Economic Value of Equity on
a quarterly basis. Interest Rate sensitivity is reviewed at regular
internals by ALCO at the corporate level Various prudential
measures have been put in respect of market borrowing and
lending in conformity with RBI guidelines for monitoring liquidity
risk. Structural Liquidity statement is prepared on weekly basis
and Short Term Dynamic Liquidity statement on a fortnightly basis
and reported to ALCO. The results of the Quarterly study on Stress
Testing and Impact on Economic Value of Equity is reported to
ALCO. Trading book position — Duration and VaR is reported daily
to Top Management.

Policies for hedging and / or mitigating risk

Detailed policies are operational for Investment management,
Asset Liability Management and Market Risk Management, which
deal in detail the various strategies and processes for monitoring
Market Risk.

8.2 Quantitative disclosures

o @ farg goht =T R HIS Bo H The capital requirements for: Amount in Rs cr.
® I X SIRgH 200.88 ® interest rate risk: 200.88
® faadt Refd Sifew sk 149.03 ® equity position risk: and 149.03
® e qur fafter SR 4.50 ® foreign exchange risk: 4.50
AR SR 3 fere et o 354.41 Total Capital for market risk 354.41
9. gReETe Gﬁﬁ‘ﬂ OPERATIONAL RISK
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The Bank is following Basic Indicator Approach and
providing for requisite capital under parallel run as per RBI
guidelines.

b.  The Operational Risk Management Committee meets at
regular intervals wherein the incidents exposing the Bank to
Operational risk are deliberated at length and suitable steps
are initiated to check recurrence of such events.

o

The Bank is also deliberating on Risk Profiling Templates
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required in terms of RBI guidelines in the Operational Risk
Management Committee.

d. Besides adopting Basic Indicator Approach, Bank has
collected data pertaining to loss events for past four years
and data is being mapped into eight business lines as per
RBI guidelines. Further, the exercise with regard to recording
income under various business lines for calculation of capital
required for Operational Risk has been initiated through CBS
system.

e. TheBankis already collaborating with IBAin a venture “Credit
and Operational Risk Loss Data Exchange (CORDEX)” as
one of the promoters for collecting loss data and framing
models for measuring operational risk and formulating
models for computing capital charge.

9.2 Qualitative disclosures

The Bank assesses and identifies operational risks inherent in
all the material products, processes and systems under different
Lines of Business on ongoing basis. All new products, activities
and systems are being routed through Credit Risk Management
Committee (CRMC) / Operational Risk Management Committee
(ORMC).

Fraud and related reporting is done to Audit Committee of Board.
Operational Risk is quantified through Basic Indicator Approach.
Bank adopts best practices in operational risk management, like
segregation of duties, trainings, clear laid down procedures etc.

10. INTEREST RATE RISK IN THE BANKING BOOK
(IRRBB)

10.1 Qualitative Disclosures

The general qualitative disclosure requirement, including the
nature of IRRBB and key assumptions, including assumptions
regarding loan prepayments and behaviour of non-maturity
deposits, and frequency of IRRBB measurement:

Interest Rate Risk in banking book is calculated on quarterly basis.
Banking book includes all advances and investments held in Held
to Maturity (HTM) portfolio. The strategies & processes/ structure
& organization/ scope and nature of risk reporting/ policies etc are
the same as reported under point — 8.1

The methodology and key assumptions made in the IRRBB
measurement are as follows

) Based on method suggested by RBI

° Based on Weekly information from networked branches
on the residual maturity of the advances and the deposits
covering 100% of bank’s business, Interest Rate Sensitivity
statement is prepared with various time buckets, having
regard to the rate sensitivity as well as residual maturity of
different assets and liabilities.

®  The duration for each asset and liability is arrived at taking
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the midpoint of each time bucket as the maturity date and
the average yield as coupon and taking the market rate for
discounting purpose. For investments, the actual duration
is taken, as data is available with full particulars.

Using the above, Modified duration of liabilities and assets
for each bucket is calculated and the impact on their value
for a change in interest rate by 1% is reckoned by adding
up, the net position is arrived at to determine as to whether
there will be a positive increase in the value or otherwise.

10.2 Quantitative Disclosures

The increase (decline) in earnings and economic value (or relevant
measure used by management) for upward and downward
rate shocks according to management’s method for measuring

IRRBB,

T 76 F I ® INTEREST RATE IN BANKING BOOK
e (PS To F) Total (Rs in Cr)

1. SR TR 3Fof 1. Impact on

(GEIERIE) 199 & foIg 0.50% TR 122.52 Earnings (NII) At 0.50% for 1 year 122.52
2. SR W Shrad) @ 2. Economic Value 200 basis 1387.80

e qou 200 AR w@IEE vitE 1387.80 of Equity at Risk point shock

e geu o ufeerd &9 19.02%| |Drop in equity value in percentage terms 19.02%
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