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DIRECTORS’ REPORT

The Board of Directors is pleased to present the Bank’s
Annual Report along with the Audited Balance Sheet as on
315 March 2010 and the Profit & Loss Account statement
for the financial year ended 31 March 2010.

MANAGEMENT DISCUSSION AND ANALYSIS

Global Economy

The global economy is recovering faster than expected
from the global crisis amidst ongoing policy support
and improving financial market conditions. The recovery
process is led by EMEs, especially those in Asia, as growth
remains weak in advanced economies. The global
economy continues to face several challenges such as
high levels of unemployment, which is close to 10% in
the US and the Euro area. In its World Economic Outlook
update for April 2010, the International Monetary Fund
(IMF) has projected that global growth will recover from
a decline of (- 0.6%) in 2009 1o a growth of 4.2% in 2010
and a growth of 4.3% in 2011.

Among the advanced economies, the United States is off
1o a better start than Europe and Japan. IMF projected that
US GDP growth will recover from (- 2.4%) in 2009 to 3.1%
in 2010. Growth in Euro area will recover from (— 4.1%) in
2009 to 1.0% in 2010. Amongst EMEs, China continues to
grow at a rapid pace, led mainly by domestic demand.
China’s growth is forecast at 10% in 2010, with India also
at a rapid pace of 8.8%. Malaysia and Thailand have
recovered to reqister positive growth in the second half
of 2009. Indonesia recorded positive growth throughout
2009.

Global headline inflation rates rose between November
2009 and January 2010, softened in February 2010 on
account of moderation of food, metal and crude prices
and again rose marginally in some major economies in
March 2010. Though inflation has started rising in several
EMEs, India is a significant outlier with inflation rates much
higher than in other EMEs.

Domestic Economy

The Indian economy is firmly on the recovery path. Exports
have been expanding since October 2009, a trend that is
expectedto continue. As perthe advance estimates of GDP
for 2009-10, released by Central Statistical Organisation
(CSO), the economy is expected to grow between 7.2 and
7.5% in 2009-10 as against 6.7% in 2008-09. The overall
growth in agricultural and allied activities during 2009-10
is estimated to decline fo (- 0.2%), as against a growth of
1.6% in 2008-09. The industrial sector is expected to grow
at 8.2% in 2009-10 as against 3.9% in 2008-09. Services
sector is estimated to grow at 8.7% in 2009-10.

On balance, under the assumption of a normal monsoon
and sustenance of good performance of the industrial
and services sectors on the back of rising domestic and
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external demand, the baseline projection of real GDP
growth for 2010-11 is placed at 8.0% with an upside bias.

Monetary Developments

The Headline WPI inflation, which moderated in the first half
of 2009-10, frmed up in the second half of the year. It
accelerated from 1.5% in October 2009 to 9.9% by March
20170. On balance, keeping in view domestic demand-
supply balance and global trend in commodity prices,
the baseline projection for WPI inflation for March 2011 is
placed at 5.5%.

Broad Money (M3) stood at Rs.55,83,259 crore (up to
March 26, 2010) registering a y-o-y growth rate of 16.7%
as compared o the growth rate of 19.3% reqgistered during
the corresponding period of the previous year. The M3
growth during the 2009-10 was slightly above the Reserve
Bank’s indicative projection of 16.5%. The RBI's projection
of M3 growth for 2010-11 is placed at 17%.

Banking Developments

Aggregate deposits of SCBs grew y-0-y by 17% to
Rs.44,86,574 crore as at March 26, 2009 as compared
to 19.9% reqistered during the corresponding period of
the previous fiscal. The y-o-y growth of time deposits with
SCBs as on March 26, 2010 was 16.2% as compared to
23.86% for the corresponding period of previous fiscal.
The aggregate deposits of SCBs are projected to grow by
18.0% during the fiscal 2010-11.

Gross bank credit of SCBs grew y-o-y by 16.7% to
Rs.32,40,399 crore as on March 26, 2010 as against 17.5%
for the corresponding period of the previous fiscal. Non-
food credit grew y-0-y by 16.9% to Rs.31,91,909 crore as at
March 26, 2010 as compared to the growth rate of 17.5%
reqistered during the corresponding period of the previous
fiscal. Bank credit to commercial sector increased y-o-y
by 15.8% to Rs.30,20,516 crore up to March 26, 2010 as
against the growth rate of 16.8% during the corresponding
period of the previous fiscal. The aggregate growth in
non-food credit of SCBs is projected to grow by 20% for
the year 2010-11.

The benchmark prime lending rates (BPLRs) of SCBs have
remained unchanged since July 2009 following reductions
in the range of 25-100 basis points between March and
June 2009. The Base rate system of loan pricing, which
will replace the BPLR system with effect from July 1, 2010,
is expected to facilitate better pricing of loans, enhance
fransparency in lending rates and improve the assessment
of monetary policy fransmission.

Net Foreign Exchange Assets (NFA) of banking sector
declined y-0-y by (- 5.3%) 10 Rs.12,73,042 crore as af
March 26, 2010 as compared to the growth rate of 3.6%
during the corresponding period of the previous fiscal.

External Economic Developments

The beginning of 2009-10 saw acceleration in the fall of
export growth rate. As per the Department of Commerce
GOl estimates, frade deficit for April 2009 to March 2010
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was estimated at USD 102.10 billion which was lower than
the deficit of USD 118.40 billion during April 2008-March
2009. The cumulative value of exports during 2009-10
was estimated at USD 176.5 bilion as against USD 185.2
billion during 2008-09 registering a decline of (- 4.7%). The
cumulative value of imports during 2009-10 was at USD
278.7 billion as against USD 303.7 billion recorded in 2008-
09 registering a decline of (- 8.2%). The reduction in trade
deficit was due to the higher rate of decline in imports
compared to exports.

During the fiscal, foreign exchange reserves increased by
USD 27.1 billion to USD 279.1 billion as at end-March 2010.
The six currency frade-based Real Effective Exchange Rate
(REER) (1993-94=100) appreciated by 15.5% during 2009-
10 up to February 2010 as against 10.4% depreciation in
the corresponding period of the previous year.

The Indian rupee generally exhibited a strengthening frend
against the USD on the back of capital inflows and positive
growth outlook. The rupee against the USD appreciated
by 12.87% to Rs. 45.14 per USD as on 31 March 2010
from Rs. 50.95 per USD during the corresponding period of
the previous year, mainly on account of weakening of the
USD in the international market. The rupee appreciated by
11.43% against the Euro, by 7.14% against the Japanese
Yen and by 7.12% against the Pound Sterling during 2009-
10.

The stronger recovery in 2009-10 ahead of the global
economy coupled with positive sentiments of global
investors about India’s growth prospects are the factors
that underlie the momentum of sustained capital inflows
during the year. India received Foreign Direct Investment
(FDI) worth USD 33.1 billion during 2009-10 (April- February),
an increase of 5.75% over the coresponding period of
the previous year.

BANK’S BUSINESS GROWTH

Total Business

The Global Business of the Bank increased to Rs.2,08,476
crore as on 31 March 2010 from Rs.1,98,380 crore as
on 31% March 2009, while domestic business grew tfo
Rs.1,92,288 crore in 2009-10 from Rs.1,82,853 crore in
2008-09.

Deposit Growth

Global Deposits of the Bank grew to Rs.1,17,026 crore in
2009-10 from Rs.1,15,885 crore in 2008-09. The domestic
deposits increased to Rs.1,09,689 crore in 2009-10 from
Rs.1,08,688 crore in 2008-09.

Credit Expansion

The domestic credit of the Bank increased to Rs.82,599
crore as on 31-03-2010 from Rs.74,164 crore as on
31-03-2009, registering a growth of 11.37%. Global
advances of the Bank increased to Rs.91,450 crore as
on 31-03-2010 from Rs.82,495 crore as on 31-03-2009,
registering a growth of 10.86%.

The Bank has consciously aimed towards a lower growth
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keeping in view the financial turmoil of 2008-09 and its
continuing impact on the recovery. The growth of credit
has been under infrastructure, agriculture, MSME and
Housing.

Thrust has been given to Priority Sector Lending, especially
to agriculture & rural activities and lending to SMEs in
order to enable them to tide over the financial crisis and
ensure orderly recovery. Credit to sectors like Commercial
Real Estate and Capital Market was selective and after
detailed risk analysis. The Bank continued to maintain a
well diversified credit portfolio involving many sectors of
industry and geographical spread.

Keeping in view the sluggish growth in non-food credit,
the Bank concentrated on improving asset quality and
ensuring higher earnings, apart from covering all sections
of the society to promote financial inclusion.

Based on the Bank’s experience in lending fo different
sectors and considering the dynamics of economic
growth, Govermment directives, national priorities and
socio-economic obligations, thrust was given to Priority
Sector lending especially to agriculture, rural lending and
lending to mid-corporates and SMEs where fresh business
opportunities are emerging.

During the year, the Bank has adopted various strategies to
achieve sustainable credit growth, improving asset quality,
ensuring higher eamings and maintaining well diversified
credit portfolio covering all sections of the society to ensure
financial inclusion.

The Bank has contfinued its growth under priority sector
lending. The focus areas of the Bank for credit were
agriculture, SMEs and productive sectors of the economy.
The Bank continuously tracks the performance and outlook
of various industries and lend to the potential growth
oriented sectors. Towards this end the Bank is establishing
SME branches to ensure efficient delivery of credit fo SME
sector.

Gist of RBI/Government Directives

The stimulus packages by the Government of India which
contributed significantly to the recovery, continued to have
its impact on the economy with the Government decision
that phasing out will be in stages.

The continuation of the interest subvention for short term
farm loans, exports from certain sectors and housing loans
up fo Rs.10 lakh enabled these sectors to recover from
the effects of recession faster and increased the lending
activity.

Credit Monitoring & Review

The Bank further improved its Risk Management Practices
and standards of Due Diligence to improve the overall
asset quality of the credit portfolio.

A special mechanism for review of Special Monitoring
Accounts of Rs.10 lakh and above was put in place at
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Corporate and Regional levels, so as 1o monitor the health
of such accounts on a continuous basis and offer timely
assistance, thereby avoiding slippage.

Risk Management Cells set up at ROs were geared up to
monitor and oversee compliance functions. The existing
credit rating framework has been revised with a new ratfing
system for rating all exposures including retail exposures
of Rs.50 lakh and above. The policies and procedures
were constantly reviewed, so as to put in place improved
standards of monitoring and supervision.

Retail Banking

Retail Lending continues to be the thrust area of the
Bank, due 1o better spread and net interest margin in this
segment.

The Bank extends wide range of retail loan products in
the form of loans against salary, loans for purchase of
consumer durables, vehicles, housing, loans on mortgage,
securitization of rent receivables, education loans, loans to
NRI/PIOs and loans for specific segments such as women,
senior citizens and small time entrepreneurs.

To stay in tune with the present market dynamics,
the Bank has redesigned strategies and repositioned
products, customizing on a regular basis fo the changing
requirements thus enabling continuity in growth of the
portfolio. Establishing tie-up with car manufacturers is one
of the strategies adopted for accelerating the vehicle
loans under four wheeler segment.

Centralised Processing Centres for some of the retail loans
have already been established in 8 centres and is being
replicated in other 5 identified places also to bring about
fransformation in the loan delivery process. The proposals
are processed quickly without any hassles by specialist
officers, thus improving the quality and quantity. The
cumulative sanctions made by these centres during the
current fiscal is 1613 involving an amount of Rs.321.54
crore,

During the fiscal year ended 31¢ March 2010, the growth
in retail credit was 12.49% over the fiscal year ended
31s March 2009. The Bank’s total outstanding domestic
retail loans and advances amounted fo Rs.20,018
crore. as at 31¢ March 2010 accounting 25.28% of the
fotal outstanding gross domestic advances. Following
are the details of oufstandings under various retail credit
schemes:

S w;:”g) (Rs. crore)
R TR & ST Gl Descriofi Amount % of total
=l gferrear escription outstanding | retail loans
TETE 0T 7304.41 36.49 Housing Loans 7304.41 36.49
ik /0T 5055.40 25.26 Personal Loans 5055.40 25.26
ERC IR 2478.73 12.38 Mortgage Loans
(férz sitdin s figio) [SSyn(;JIRMo:;goge & 2478.73 12.38
yndRen
RILIE] 173587 8.67 Trader Loans 1735.87 8.67
Atk H0 1459 7:29 Education Loans 1459.00 7.29
e =@ 1410.00 /.04 SyndSwarna 1410.00 7.04
3 583.42 2.91 Others 583.42 2.91
Wﬂiﬁﬂ?ﬂm 20017.83 100.00 Total Domestic Retail Loans 20017.83 100.00

17




S 7yt gfesfiar gk @ s Fdfihd w0 % g enfe
Y OIS <l GUTA o foTw Gt e § gfg o T e o A
T Tdeh AT ol STHATRT S | 99 2010-11 o S FeAifera gaa
SROT 3cqTel W SR fa S

Tz Fama: T wmarfiesan s wu

a0 ! e % foTu heiehd SEeRtor shal sht LTI
T GIWRT o ST JHET SR AT T[Ure o Hioe st
gfe g8 ¢ | STgAIfea ufEismreti § wiel & shatedl i oo
% fore srgifed fafar s m iR su @ e fen s @ 2
Frotareti 3t gfEsTeT & IR # i 1eed i % foe
Teh Tt ST T R |

JETE /O GEAWE § 31 W™ 2009 @ qETd foxi o9 @
10.43% 3t g g3 8 3 31 A=l 2010 1 396 & % Tl
AfM &, 7,304 e T e areshi il T 161147 7 |

Treamea

TE! ICATEH o T SIS HTEAT THA g3 & | HITHRT = =1
forfa o § 19.97% il ©= 9fg o=t 1 7, EH 5. 808 Flie
1 ST TMHA B |

e ot teta

T &9 T T &1 J ST hig o1 T 8, T arerfishdr i W)
T S S o T STTTT/T0T O SKOT <HT STRTT 99 &.
1400 F1S & s B T ? | =1 foret o o SR s e
SE %. 360 IS W R |

Torefaen

feer 0T wamT St AT 2009 FHE. 1150 FIS TET I AT
4 9 o IR SAfielE g8 © 3 e Wre 2010 % Sd H E. 1460
S B T 2 3T 36 ThR WA H 27.07% A IETE R |

¥ 2009-2010 & SR fawia FHeurea
T TS AT
e ad o fae fohe o . 913 & i ga 1 § a¥ 2009-
2010 % SR sieh ol el A1 11% Tea &, 813 g T8 T
2 1 31 9™ 2010 1 Seh o1 ITETEH 19 &, 1,873 S &I
S 31 HTE 2009 o . 1,671 S 31 a1 H 12% 3t gha i
uiar ® |
A IR =T
9 2009-10 % G sieh 1 fHaret 3 a9 2008-09 F €. 10.440
UG T G 7.42% TR T, 11,215 FUAS T TR | A
T ™ S 2008-09 H &. 9525 FHUS L& 3TH a9 2009-10 &
ANH 5.48% (4 T8 7, ST &, 10047 FAS T T |

-1 AT S 2008-09 T %. 915 FHUS T &I 390 a9
2009-10 % 3RH 27.64% 4 g8 S & 1167 FIS o T |
Taen it forsht @ 219 2008-09 & %. 193 FUS & 2009-10 §
%. 389 U o &g AT | oFFTd oS 2008-09 F &. 6,978 &
FGH 2009-10H %, 7307 FUS TH TR |

18

The Bank has adopted a cautious approach to moderate
the growth in retail credit so as to improve asset quality by
focusing on due diligence process. During the year 2010-
11, thrust will be on the following retail loan products:

SyndNivas — Non-priority Housing Loans

The operationalisation of Centralised Processing Centres for
handiing housing loans has delivered satisfactory growth
in terms of volume and asset quality. The focus is mainly
on approved builder route for financing the buyers of flats
in approved projects. A system has been put in place for
conducting due diligence on builders and projects.

The housing loan portfolio has registered a growth of
10.43% over the fiscal year ended 31¢ March 2009 and
the outstanding advances to this sector stood at Rs.7,304
crore as at 31 March 2010 with a clientele base of
161147,

SyndVahan

Tie-up arrangement with Auto manufacturers has been
successful. The portfolio has registered a growth of 19.97%
during the current fiscal with outstandings of Rs.808 crore.

SyndSwarnaExpress

Outstanding balance under loans against jewellery/
gold has crossed Rs.1,400 crore on account of focused
attention to non-priority loans, mainly in those places
where there was no exposure af all. Net addition during
the current fiscal is nearly Rs.360 crore.

SyndVidya

During the current fiscal, Education Loan portfolio has
registered a quantum jump from Rs.1,150 crore as at
March 2009 to Rs. 1460 crore as at March 2010 registering
a growth of 27.07%.

FINANCIAL PERFORMANCE DURING 2009-10

Profits & Profitability

Net profit of the Bank declined by 11% from Rs.913 crore
reported in the previous year to Rs.813 crore during 2009-
10. The Operating Profit of the Bank for the year ended 31¢
March 2010 stood af Rs. 1,873 crore compared to Rs. 1,671
crore as at 31¢ March 2009 registering a growth of 12%.

Income & Expenditure

Total income of the Bank increased by 7.42% to Rs.11,215
crore during the year 2009-10 compared to Rs.10,440
crore during 2008-09. Interest income for the year 2009-
10 improved by 5.48% 10 Rs.10,047 crore in 2009-10 from
Rs.9,525 crore in 2008-09.

Non-interest income increased by 27.64% to Rs.1,167
crore during the year 2009-10 from Rs.915 crore in 2008-
09. The profit on sale of investments increased to Rs.389
crore in 2009-10 from Rs.193 crore in 2008-09. The interest
expended increased to Rs.7,307 crore in 2009-10 from
Rs.6,978 crore in 2008-09.
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Capital & Reserves

The paid-up capital of the Bank stood at Rs.522 crore as
on 31 March 2010. The Reserves and Surplus increased
to Rs.5105 crore in 2009-10 from Rs.4488 crore in 2008-
09. The Net Worth of the Bank (excluding revaluation
reserves) increased to Rs.5,222 crore as on 31 March
2010 compared to Rs.4,592 crore as on 315 March 2009,
mainly contributed by the retained earnings. The Bank
has raised Rs.194 crore through the issue of Innovative
Perpetual Debt Instruments (IPDI) and Rs.200 crore through
Tier Il Bonds during the year 2009-10. The Bank is having
adequate headroom to raise further capital to meet its
asset expansion plans.

Dividend

The Board of Directors have proposed, subject to approval
of Government of India, a final dividend of 30% for the
year ended 31¢ March 2010. The total outgo in the form of
dividend (inclusive of dividend Tax) during the year 2009-
10 would amount to Rs.183 crore.

Key Performance Ratios

a. The Capital Adegquacy Ratio of the Bank under Basel |
stood at 11.20% well above the regulatory prescription
of 9%. The Tier | and Tier Il ratios stood at 7.26% and
3.94% respectively. The Capital Adequacy Ratio under
Basel Il also increased to 12.70% as against 12.68%
as on 31 March 2009. The Tier | and Tier Il ratios under
Basel Il, stood at 8.24% and 4.46% respectively.

b. The Book Value per share of the Bank improved to
Rs.107.80 as on 31¢ March 2010 from Rs.95.98 as on
31*March 2009.

c. The Earning per share (EPS) of the Bank decreased fo
Rs.15.58 as on 315 March 2010 from Rs.17.49 as on
31¢" March 2009 mainly due to decrease in net profit.

d. The Gross NPA to gross advances increased 1o 2.19%
as at 31 March 2010 from 1.93% as af 31% March
2009.

e. The provision coverage of the Bank stood af 73.31%
as of 31% March 2010 as against the mandatory
coverage ratio of 70% stipulated by RBI.

f. The Credit-Deposit Ratio of the Bank increased to
78.15% as on 31¢ March 2010 from 71.53% as on 31¢
March 2009.

Q0. Business per employee has marginally declined to
Rs.7.47 crore as at 31 March 2010 from Rs.7.51 crore
as at 31 March 2009 mainly due to new recruitment,
both in clerical and officer cadre during the year.

h. Profit per employee declined to Rs. 3.18 lakh as af 31¢
March 2010 from Rs.3.64 lakh as at 315 March 2009.

i. The average yield on advances declined to 9.40% in
2009-10 from 10.73% in 2008-09.

j. The cost of deposits of the Bank declined to 6.14%
as at 31 March 2010 compared to 6.98% as at 31¢
March 2009.

k. The Net Interest Margin (NIM) of the Bank decreased to
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2.35% as on 315 March 2010 from 2.75% as on 31¢
March 2009.

I, The Return on Assets declined to 0.62% as on 31 March
2010 compared to 0.81% as on 315 March 2009.

TREASURY AND INTERNATIONAL OPERATIONS

The domestic investments of the Bank grew by 8.21% to
reach Rs.32,778 crore as on 31-03-2010 from the level
of Rs.30,293 crore as on 31-03-2009. The increase is
mainly due to investments in debt instruments for liquidity
management purposes. Total income from investment
portfolio (excluding trading profits) increased from Rs.2,041
crore in the year 2008-09 to Rs.2,335 crore in the year
2009-10. The Bank’s investment in SLR securities amounted
10 Rs.28,351 crore, which forms 86.49% of the aggregate
investments as on 31-03-2010.

RBI and Government Policy Decisions

India could not remain aloof to the global happenings in
2008 and wass very much impacted by the global financial
crisis. The impact was seen in the form of moderation in GDP
Growth rate but the domestic financial markets remained
fairly insulated. Robust domestic demand, benign inflation
and comfortable foreign exchange reserves did provide
the economy the much needed cushion.

The measures initiated by RBI have resulted in Indian
Financial Markets functioning in an orderly manner. The
stimulus packages announced by Government of India
coupled with policy measures initiated by RBI infused
liquidity to the extent of Rs. 4,20,000 crore into the banking
system. During FY 2009-10, CRR has been hiked by 75 bps
1o 5.75%, while both Repo and Reverse Repo have been
more or less stable at 5.00% and 3.50% respectively.

On the whole, the stance of Monetary Policy for FY 2009-

10 has been:

* To ensure credit expansion at practicable rates.

e To confinuously monitor the global and domestic
conditions and respond swiftly and effectively through
policy adjustments.

* To maintain @ monetary and interest rate regime that
ensures price and financial stability taking into account
the emerging lessons of the global financial crisis.

To curb the inflationary pressures, RBI during the third
quarter review of the Monetary Policy for the Year 2009-
10 has hiked CRR by 75 bps to 5.75% in two tranches,
the first tranche increase of 50 bps coming into effect
from the fortnight beginning from 13-02-2010 and the
second tranche increase of 25 bps becoming effective
with the fortnight beginning from 27-02-2010. The Bank
Rate, Repo Rate and Reverse Repo Rate have been kept
unchanged.

Liquidity in the system has been comfortable with RBI on
an average absorbing Rs.1,09,000 crore on a daily basis
during the current FY 2009-10. Hike in CRR was seen in
the light of curbing inflationary pressures in the economy
by managing the liquidity in the system and at the same
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fime ensuring price stability. The earlier hike in CRR during
February, 2010 was expected 1o suck out liquidity to the
extent of Rs.36,000 crore from the system, while the current
hike in CRR was expected to flush out additional liquidity
to the tune of Rs.12,500 crore from the system. The hike in
CRR is not expected to have a major impact on the inflows
in to the country as the initial estimates of the country’s
GDP is expected to grow between 7.20% and 7.50% for
the FY 2009-10. The WPI inflation, which was expected to
have peaked out, touched 9.90% during March 2010.
The inflation has been forecast at 5.50% for FY 2010-11.

The Country’s GDP grew by 6.70% during the third quarter
when compared with 6.10% and 7.90% growth in Q1
and Q2 respectively. The average GDP growth for the
three quarters of FY 2009-10 works out to 6.90%. The
Q3 GDP registered robust growth in 1) Manufacturing,
2) Trade, hotels, fransport and communication, 3) Mining
& Quarrying and 4) Construction at 14.30%, 10.00%,
9.60% and 8.70% respectively. However, the growth under
Agriculture in Q3 stood at (- 2.80%) when compared with
2.40% and 0.90% in Q1 and Q2 respectively. The poor
performance of the Agriculture sector has rather been a
drag on the overall GDP growth rate. The surge in industrial
production coupled with high inflation has resulted in RBI
hiking both Repo and Reverse Repo by 25 bps each to
3.50% and 5.00% respectively with effect from 19-03-2010.
The above monetary measures initiated during Annual
Policy Review Meet are expected to 1) Contain inflationary
pressures in the economy, 2) Sustain higher economic
growth, 3) Facilitate Government borrowing requirements
and 4) Help meet the credit demand. The Policy moves by
RBI would be in consistency with the developments in the
global as well as domestic economy.

International Credit Rating Agency, Standard & Poor on
19-03-2010 has raised India’s sovereign rating outlook fo
"Stable” from “*Negative”. However, high levels of inflation
could have impact on the macro economic variables
of the country. The change in the rating outlook reflects
that the Rating Agency is confident of Government of
India containing its fiscal deficit and initiating steps for
fiscal consolidation. The Fll inflows into the equity markets
in 2009, stood at USD17.46 bn while during the first three
months of 2010 FIl flows into the equity markets stood at
USD 4.55 bn making for total inflow of USD 22.01 bn. The
change in the rating outlook could bring in more inflows in
the FY 2010-11.

The prevailing interest rate levels have not stifled the
performance of the Corporate Sector, whichis clearly visible
in the third quarter results, However, interest on shor-term
loans might harden by 25-50 bps, while the hardening of
interest rates in other segments may not be on the cards in
the near term. The benchmark bond yields could harden
in the light of key policy rate hike around 25 bps from the
current levels that could result in rise in provision owing fo
likely increase in MTM losses in Bond Portfolio of the banks
classified under AFS and HFT categories. Further policy
action from the regulator would very much depend on the
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fourth quarter GDP growth which is yet to be released. The
turnaround in economic recovery of domestic economy
which began during the second quarter of FY 2009-10 is
expected to be sustained with the Industrial growth turning
more into a broad based one and Exports and Imports
moving into a positive terrain. Taking info consideration,
the assumption of normal monsoon and higher industrial
growth, RBI has forecast a GDP growth rate of 8.00% for FY
2010-11. Itis expected further that RBI's Policy stance would
be more on containing inflation. In this context, it can be
said that there could be a further rate hike in the near term
depending on the market conditions, inflationary pressures
and the level of Government borrowing.

International Division

International Division, Mumbai is the only “Category A’
office of the Bank. The Bank’s ceniralized dealing room
at International Division Mumbai is supported by the two
Link Dealing centres at NEW DELHI and BANGALORE. The
Bank is one of the first to undertake WEB-BASED trading with
overseas counter party Banks by using state-of-the-art WEB
PLATFORMS. The Bank is having 87 designated Branches
(Category B) to handle full-fledged FX fransactions and
369 nominated branches to handle the FCNR BUSINESS of
the Bank. NRE/ONR deposits are accepted at all branches
of the Bank.

The Bank is a member of CLEARING CORPORATION OF
INDIA LTD. (CCIL) for sefflement of Inter Bank Forex Deals
in USD/INR. The Bank has also become a member of CCIL
for seftlement of Inter Bank USD/INR deals in the Forex
Forward Segment. Further, the Bank is one of the first Banks
to participate in CONTINUOUS LINKED SETTLEMENT (CLS) for
Cross Currency Deals by CCIL. Both the inifiatives address
the issue of seftlement risk and improve the efficiency of
sefflement process. The Bank is offering only plain vanilla
derivatives and no complex derivative products are
offered by the Bank. There is no litigation against the Bank
in respect of existing derivative fransactions.

The Bank has become Trading-cum-Clearing Memlber
on two exchanges, i.e., MCX-SX and NSE for undertaking
frading in Currency Futures.

The total Forex Tumover of the Bank as at 31 March 2010
stood atf Rs.4,23,717 crore as compared to Rs.6,01,185
crore for the previous Financial year. The Inter-Bank turover
ofthe Bank as at 31 March 2010 stood atRs.3,73,281 crore
as compared to Rs.5,35,324 crore for the previous year.
The decline in turnover is due to the global recession.

Export Finance

Export credit outstanding stood af Rs.1,902 crore as at
31" March 2010, as against Rs.1,654 crore as at
315 March 2009. The Bank has initiated various measures
to increase the flow of credit o export sector. The
coverage under Syndexport Gold Card Scheme, a unique
scheme for eligible exporters offering concessional and
preferential terms, was broadened to include more
number of exporters. Rupee export credit was offered at
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very competitive interest rates within the ceiling prescribed
by RBI. The interest rate subvention scheme, as designed by
RBI, has been made available by the Bank to its customers
in certain specified sectors, thus passing on the benefits of
concessional inferest.

Exchange Companies

1. The Bank is successfully managing two Exchange

Houses viz.,

* M/s National Exchange Co., WLL, Doha, Qaftar.

e M/s Musandam Exchange Co., Sultanate of
Oman.

2. The Bank is also having fruitful Rupee Drawing
Arrangement with the following Exchange Houses in
Gulf:

*  M/s Wall Street Exchange Centre, Dubai

* M/s Redha Al Ansari Exchange Est., Dubai

* M/s Habib Exchange Co., Sharjah

* M/s Al Razouki International Exchange, Dubai
* M/s Al Ansari Exchange Co., Abu Dhabi

* M/s National Finance & Exchange Co., Bahrain
* M/s National Exchange Co., Kuwait

* M/s Zenj Exchange Co., Bahrain

* M/s Federal Exchange Company, Dubai

* M/s Al Falah Exchange Company, Abu Dhabi
* M/s UAE Exchange Centre LLC, Abu Dhabi

The Bank has speed remittance arangements with 8
Exchange Houses for improved and cost-effective funds
fransfer to India from Gulf countries.

Overseas Operations

The Bank’s only overseas presence is in UNITED KINGDOM
at LONDON. The Branch is active in money market
operations, besides treasury and forex dealing operations.
The Branch also focuses on Indian syndications and ECBs.
With Indian Corporates going global, Branch has found
new opportunities of business.

The total business of the Branch stood at GBP 2719.737
Mio as at 31-03-2010 as against GBP 2209.920 Mio as at
31-03-2009.

ASSET QUALITY & MANAGEMENT OF NPAS

The Bank accorded topmost priority to management of
Non-Performing Assets (NPAs). *NPA Resolution, Prevention
of fresh slippages & Income Generation” was the theme
during the year 2009-10. NPA level management was
given priority with focus on achieving projected recovery
and upgradation.

The Bank’s Recovery Policy is oriented fowards addressing
the entfire gamut of NPA management and enabled
the field functionaries to resolve any category of non-
performing accounts. The recovery policy sets down the
manner of recovery of dues, norms for permitting sacrifice,
factors to be taken into account while considering waiver/
write-off, delegated powers, reporting and monitoring etc.
The matrix chart being followed while settling the dues
makes the process non-discriminatory.
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The Banktook up the resolution of high value Non- Performing
Assets by meeting large borrowers and 106 cases were
settled under One Time Settlement Scheme at Corporate
Office level with an offer amount of Rs.193 crore leading
to recovery of Rs.52.78 crore during 2009-10. The Bank has
infroduced special OTS schemes for considering proposals
of farmers eligible under Agricultural Debt Relief Scheme
2008 and of Micro and Smalll Enterprises borrowers.

The Bank took a positive initiative 1o eliminate large number
of smaller NPA accounts by organizing Synd Adalats at
all branches throughout the year giving opportunity to
small and medium borrowers to seftle their dues and for
minimizing the litigation process. A total number of 3710
Syndadalats were conducted at regional/cluster level and
11883 OIS cases were seftled, with an offer amount of
Rs.122 crore leading to recovery of a sum of Rs.56 crore.

Provisions of the Securitisation and Reconstruction of
Financial Assets and Enforcement of Security Interest
(SARFAESI) Act — 2002 were effectively utilized. The Bank
was able to register a recovery of Rs.180 crore during the
year 2009-10 by issuing notices and taking possession/
auctioning of properties. The efforts at branch level
were supplemented by empanelling more enforcement
agencies and approved valuers.

Special infensive recovery drives were conducted during
Nov.-Dec. 2009 and Feb.-Mar. 2010 for maximising
recovery. A special recovery run was organized in Jan.-
Feb. 2010 for improving recovery in written-off accounts
which yielded fruitful results. A novel scheme of forming
Special Recovery Squad at Regional level for assisting the
branches having high concentration of Non-Performing
accounts as well as Special Monitoring Accounts was
infroduced which was successfully implemented by
Regions.

The recovery under NPAs amounted 1o Rs.667 crore
comprising Rs.464 crore recovery towards principal,
Rs.196 crore towards uncharged inferest and Rs.6.68 crore
tfowards ‘Bad debits written-off’ accounts.

The gross NPAs and Gross NPA ratio as at 31-03-2010 are
Rs.2,007 crore & 2.19% respectively. Net NPA ratio as at
31-03-2010 is 1.07%. The Bank has maintained sufficient
cushion towards provision requirement to cover up
the unexpected defaults. The provision coverage ratio
at 73.31% as at 31-03-2010 was well above the level
expected to be achieved by 30-09-2010 as per RBI
normes.

RISK MANAGEMENT

Risk is an integral part of the banking business and the Bank
aims at delivering superior shareholder value by achieving
an appropriate trade-off between risk and retuns. The Bank
has a proactive approach towards risk management. The
risk management philosophy & policy of the Bank is to
ensure sustained growth of a healthy asset porifolio by
measuring and managing risk. This would entail a proper
balance between the risk and the return.
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Risk Management Architecture

The Bank has put in place infegrated risk management
architecture to aftain global best practices for effective
implementation of risk mManagement initiatives in
consistency with the Basel Il framework and RBI guidelines.

The Board of Directors holds the primary responsibility
of the Risk Management initiatives in the Bank. The
Risk Management Committee (RMC) of the Board is
constituted to have focused aftention on managing risks.
Risk Management Committee reviews risk management
policies in relation to various risks including credit,
operational, portfolio, market risks including liquidity, interest
rate, investment policies and strateqy risks etc. In addition
to RMC, Committees such as Credit Risk Management
Committee (CRMC) for Credit Risk, Operational Risk
Management Committee (ORMC) for Operational Risk
and Asset Liability Management Committee (ALCO) for
ALM have been constituted comprising members of
Top Management Team, who will oversee the respective
risk management processes and procedures. These
Committees meet atf regular intervals during the year to
address the issues relatfing to effective Risk Management
systems besides formulating various Risk Management
policies and overseeing implementation across the Bank.

Risk Management Department at Corporate Office
oversees the overall implementation of various risk
management initiatives across the Bank. Infegrated
Mid Office of Market Risk is functioning under the Risk
Management Department for effective and independent
supervision and monitoring of Market Risk and Liquidity
Risk. Risk Management Cells functioning at ROs ensure
independence of credit approval functions from that of
risk management.

To improve the Risk Governance and Risk Management
practices, the reporting systems were streamlined thereby
notes pertaining 1o Management of the risks are placed
before Risk Management Committee of the Board.

Credit Risk Management

Management of Credit Risk atftains significance in the
present scenario of thinning spreads, fierce competition
and adoption of Basel Il norms. The Bank has adopted
‘Standardized Approach’ 1o arrive at Credit Risk Weighted
Assets (RWAs) for computing CRAR as required under the
New Capital Adequacy Framework (NCAF) of Reserve
Bank of India.

Emphasis is placed on evaluation and control of risk at
the level of individual counter party exposure and ensuring
that the credit risk is measured and monitored at account
level. The Bank has a well documented Credit Policy
and Credit Risk Policy, which are regularly reviewed and
approved by the Board.

The Bank has a structured and standardized credit
approval process, which includes a well-established
procedure of comprehensive credit appraisal. The Bank
has put in place a robust Credit rating framework which is
Basel Il compliant. Software driven Risk Assessment Models
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(RAM) rate exposures of Rs.50 lakh and above under 11
non-retail RAM models, retail exposures under 6 scoring
models and other accounts through simple method. The
rating methodology takes care of both borrower and
facility rating. The centralized industry scores for Industry
Risk enable more objectivity.

Allotment of credit rafing and confirmation of the same
has been bifurcated thus segregating the sanction and
the review process to make it more independent. All credit
decisions and pricing are linked to borrower ratfing.

The Bank is encouraging corporates to go in for external
rating by offering concessions in processing charges/
service charges.

The Bank has put in place clearly delegated powers to
functionaries atf different levels to sanction credit limits.
Term loan proposals beyond specified limits and large loan
proposals are referred to Credit Commmittee at Regional
office and Corporate Office for clearance before sanction
respectively.

The Bank has also laid down exposure caps in
respect of various industries/sectors to monitor credit
concentration on an ongoing basis.

Project Appraisal Cell evaluates high value term loan
proposals.

Operational Risk Management

With the increase in volume of fransactions and due to the
high degree of structural changes and complex systems,
managing operational risk is becoming an important
feature of sound risk management practices. The Bank has
computed capital charge for operational risk by adopting
‘Basic Indicator Approach’ as stipulated by RBI.

Operational risk is the risk of loss resulting from inadequate
or failed internal processes, people and systems or from
external events. The Bank has well laid down Manual of
Instructions which are periodically updated with circulars.
Further, check lists for all areas of operations are provided
to the staff members in order to manage Operational
Risk. The Bank has a detailed Business Continuity Plan and
Disaster Recovery Plan. For Disaster Recovery, one near
site and one far site is in operation. Other policies such as
Information security policy, Fraud risk management policy,
AML/KYC policy and Compliance policy are also put in
place for effective Operational Risk Management. The
Bank has put in place an operational risk management
policy to ensure that operational risk within the Bank is
properly identified, monitored and reported in a structured
manner,

The Bank has engaged consultants for developing an
operational risk management framework. The Bank has
conducted Risk and Confrol Self Assessment (RCSA) for alll
the major business lines like — retail assets, retail liabilities,
commercial banking, freasury, card cenfre, human
resources and central accounts office. The Bank has
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collected details of operational loss events of the past ten
years and the loss data has been categorized under the
eight Business Lines and seven Loss Event Types. The Bank
has formulated a Business Continuity Plan (BCP) relating to
the Bank as a whole.

Market Risk Management

Market Risk is the risk to the Bank’s earnings and capital
due to changes in the interest rates or prices of securities,
foreign exchange and equities.

The Bank has put in place Market Risk Policy articulating
market risk like prudential risk limits, procedures, maximum
maturity / duration, VaR limits, holding period, stop loss limits,
defeasance period etc. The Bank has adopted Advanced
risk management tools like Value at Risk (VaR), Eamings
at Risk (EaR), Aggregate Gap Limits (AGL), Net Overnight
Open Position limits (NOOP) and Modified Duration limits fo
manage market risk.

Market Risk is measured and monitored by independent
Mid Office. The Mid Office reviews the market positions
and investments and ensures compliance in terms of
exposure, duration, counter-party limits and various other
risk sensitive parameters.

Implementation of Basel Il Norms

The Bank has smoothly transited to Basel II Norms as on
31-03-08. The Capital to Risk Weighted Assets Ratio
(CRAR) is being computed as per Pillar 1 requirement of
Basel Il Norms, adhering to the New Capital Adequacy
Framework guidelines stipulated by the RBI. The Bank has
adopted Standardised Approach for Credit Risk, Basic
Indicator Approach for Operational Risk and Standardised
Duration Approach for Market Risk.

In compliance with the Pillar 2 guidelines of the Reserve
Bank of India under Basel Il framework, the Bank has
formulated its Policy of Interal Capital Assessment Process
(ICAAP) fo assess internal capital in relation to various risks,
the Bank is exposed to. The Bank assesses Pillar 2 risks on
a quarterly basis along with the capital projection for next
quarter, based on the actual working results of the previous
quarter. The ICAAP is subjected to validation by internal
auditors.

The Bank has a Board approved Stress Testing Policy
prescribing various fechniques used to gauge its potential
vulnerability and Bank’s capacity to sustain potential risks
and vulnerabilities. Stress Tests are conducted with the main
objective of assessing the financial and management
capability of the Bank to such risks and vulnerabilities.

The Bank intends to move over to the advanced
approaches (Credit Risk) in stages for different asset
classes. RAM is capable of generating PD and LGD. The
Bank expects risk inputs from the new rating model from
2010 onwards. The Bank may be able to move over to
Foundation Internal Rating Based Approach (FIRB) by
2013-2014.
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The Bank is collecting data on operational losses since
1999. The loss data base will be utilized to enable the Bank
to move over to Advanced Measurement Approach for
Operational Risk, after 2015,

The Bank has put in place the Board approved Disclosure
Policy and adheres to the disclosure norms as per the RBI
guidelines under Pillar 3 of Basel I Norms.

ASSET LIABILITY MANAGEMENT

The Bank has put in place an Asset Liability Management
(ALM) system. ALM is implemented mainly 1o measure,
monitor and manage market risks, which ultimately result
in increased Net Inferest Income of the Bank. The Bank
is having an effective Asset Liability Committee (ALCO)
comprising the top executives with a view to manage
Liquidity Risk, Interest Rate Risk, Forex Risk and Equity Price
Risk.

The Bank has implemented the ALM system as envisaged
by the RBI. The Bank has covered 100% branches for
collection of data which is used for drawing Structural
Liquidity Statement and Interest Rate Sensitivity statement
on fortnightly basis. Data collection is done on a daily
basis for generation and analysis of Structural Liquidity
Statements.

The Bank has fully implemented new ALM software and is
drawing the daily structural liquidity statement through the
software since then. The new software enables the bank to
ensure better liquidity and inferest rate risk management.
The Software is in the process of stabilization and the Bank
proposes to gradually migrate to Modified Duration Gap
Approach.

The Bank is constantly in the process of fine tuning and
improving the existing ALM structure / system. The Bank
is having a well-drafted Contingency Liquidity Plan for
managing any contingency. The Bank was able to
manage the liquidity prudently during the year.

NATIONAL PRIORITIES

Priority Sector Advances

Priority Sector Advances of the Bank reached a level of
Rs.32,713 crore as at March 2010 constituting 45.88% of
ANBC against the mandatory level of 40%. The Bank has
covered more than 19.38 lakh customers under Priority
Sector Advances. Lending to Micro & Small Enterprises
stood at Rs.9,741 crore. Special care was taken to ensure
that the credit needs of SC/ST, Minorities, weaker sections
and Women are fully met. Advances to Weaker Sections
have reached a level of Rs.7,497 crore forming 10.52%
of ANBC, thereby surpassing the prescribed norm of 10%.
The advances to women customers increased 1o Rs.5,467
crore as at March 2010 from Rs.4,474 crore as at March
2009, forming 7.67% of ANBC against the mandatory
norm of 5%.
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Agriculture and Allied Activities

Credit to Agriculture reached a level of Rs.13,135 crore
forming 18.42% of ANBC as at March 2010 against the
mandatory level of 18%. The Bank has covered more
than 12.78 lakh customers under agricultural advances.
The disbursement under Special Plan for Agricultural Credit
during the year amounted to Rs.8,014 crore recording an
annual growth of 34.08%. Disbursements under investment
credit was Rs.1,267 crore during the year. This was mainly
because of the thrust given for investment activities such
as Animal Husbandry, Farm Mechanization, Commercial
Horticulture, Minor Irrigation, Rural Godowns, Cold Storages
etc. The Bank has entered into tie-up arrangements with
the Tobacco Board, Sugar Mills etc. for extending need-
based credit to the farmers. The Bank brought 147352 new
farmers into its fold during the year through 1179 rural and
Semi urban branches, registering an average of 125 new
farmers per rural and semi urban branch and surpassed
the government’s stipulation for bringing at least 100 new
farmers into bank’s fold, by each rural and semi urban
branches.

Government Sponsored Schemes

The Bank continued to participate in implementing
poverty dlleviation and employment generation schemes
sponsored by the Government. Special emphasis was laid
on selecting SC/ST and women beneficiaries under these
schemes. The Bankis arranging special EDP programmes for
skill development of the beneficiaries under these schemes
through Syndicate Insfitutes of Rural Entrepreneurship
Development (SIRDs) and Rural Development and Self
Employment Training Institutes (RUDSETIS). The total amount
disbursed under these schemes viz. PMEGP SGSY, SISRY &
SRMS was Rs.76 crore benefiting 5882 persons during the
year. Special thrust was given o extend financial support
fo SC/ST/OBC and minorities, while implementing Govt.
sponsored schemes.

Advances to SC/ST

The coverage of SC/ST beneficiaries under various
schemes, especially under Govt. sponsored schemes is
reviewed at regular infervals. The Bank has initiated special
efforts fo create awareness about various schemes of the
Bank among SC/STs to motivate them fo avail the benefits
under these schemes. Advances to SC/ST beneficiaries
under Priority Sector, rose to Rs.1,408 crore as at March
2010 from Rs.1,128 crore as at March 2009, registering a
growth of 24.79% during the year 2009-10. Disbursement,
outstanding and recovery position of SC/ST advances
under Govt. sponsored schemes (i.e. PMRY, SGSY, SJSRY,
SRMS) and DRI scheme are furnished in the following
tables.

Advances disbursed to SC/ST beneficiaries under Gowt,
Sponsored Schemes and DRI scheme during 2009-10 is
as under:
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(Rs. crore)
 Total Of which SC/ST
Scheme Disbursement Percentage
A/C Amt. A/C Amt.
PMRY* | ... | o | e |
PMEGP 745 31.50 119 3.82 156.97
SGSY 2846 26.49 754 4.40 26.49
SJSRY 2064 12.42 313 1.56 16.16
SRMS 239 1.32 137 0.40 57.32
DRI 1969 4.49 514 0.94 26.10

* PMRY scheme discontinued from 01-04-2008

Outstanding advances to SC/ST beneficiaries under Gowvt.
Sponsored Schemes and DRI scheme as on March 2010
is as under:

(Rs. crore)
Balance Of which SC/ST
Scheme outstanding Percentage
A/C Amt. A/C Amt.
PMRY 31620 |181.04 4288 22.79 13.56
PMEGP 1304 42.64 239 4.70 18.33
SGSY 17588 93.70 3790 14.16 21.55
SJSRY 12568 61.11 2000 6.33 15.91
SRMS 1469 4,24 918 2.07 62.49
DRI 6293 13.69 990 1.25 15.73

Recovery position of advances to SC/ST beneficiaries
under Govt. Sponsored Schemes and DRI scheme as on
March 2010 is as under.

- Rs. crore
(e i i ) : [ )
5 . ecovery
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Y. 3R .U, 1.16 0.49 0.67 42.24 SRMS 1.16 0.49 0.67 42,24
1. 3TR. 378, 0.48 0.16 0.32 33.33 DRI 0.48 0.16 0.32 33.33
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The Bank has taken various measures through Regional
Offices and Lead District Offices for publicizing amongst
minority communities the various credit products available
for their benefit. The advances to Minorities rose 1o Rs.4,399
crore as at March 2010 from Rs.3,725 crore as at March
2009, reqistering a growth of 18.09% during the year 2009-
10. The information pertaining to credit flow to Minority
communities and status of implementation of Prime
Minister’s 15 point programme for Minorities and Sachar
Committee recommendations are placed in the Bank’s
website.

Syndicate Kisan Credit Card Scheme (SKCC)

The Bank has issued 3.12 lakh fresh SKC Cards during the
year 2009-10. The cumulative number of Syndicate Kisan
Credit Cards so far issued is 18.51 lakh with a total credit
limit of Rs.7,148 crore. The Bank has issued 4861 Syndicate
Kisan Samrudhi Credit Cards with a credit limit of Rs.32.61
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crore during the year, which provide hassle-free investment
credit in addition to need based short-term credit with a
single documentation.

SyndKisanSathi

To meet the aspirations of farmers including small and
marginal farmers, tenant farmers, share croppers, oral
lessees and farm labourers who require credit o get
themselves freed from the clutches of money lenders, a
separate scheme exclusively for the purpose of debt swap
is infroduced under the name SyndKisanSathi.

SyndSmallCredit

The Bank has launched an innovative scheme
“SyndSmallCredit” during June 2007, to extend need-
based credit to the entrepreneurs of small means, with
inbuilt advantageous features viz. doorstep banking,
ballooning repayment and limits for consumption credit &
repayment of high-cost private debt. During 2009-10, the
Bank has disbursed Rs.192 crore to 13,977 entrepreneurs
under this scheme. The cumulative disbursement under
the scheme up to March 2010 was Rs.407 crore to 32775
entrepreneurs. The outstanding under the scheme was
Rs.339 crore under 30239 accounts.

Credit linkage of Self Help Groups

31121 new Self Help Groups were credit linked with a credit
support of Rs.444 crore during the year 2009-10 benefiting
4.67 lakh families. The Bank has so far credit linked 176913
SHGs with a credit exposure of Rs.1,601 crore benefiting
about 24.63 lakh families up to March 2010 of which,
number of women groups were 156762 with a credit
exposure of Rs.1,389 crore. The outstanding SHG finance,
as at March 2010 was spread over 89734 accounts with
a total credit limit of Rs.873 crore. The Bank is availing the
Jana Sree Bima Yojana of LIC of India to cover all the
women members of SHGs credit linked to the Bank wherein
the premium is subsidized by GOI. In addition o insurance
cover, the scheme has an add-on facility in the form of
Shiksha Sahayog Yojana at no additional cost, wherein two
children of the insured are provided scholarship.

Financial Inclusion

* The Bank has achieved 100% financial inclusion in all its
25 Lead Districts in 5 States & one UT, for extending all
types of banking services.

* 6695 villages were fully covered under 100% Financial
Inclusion in the country as on March 2010.

e For the Bank as a whole, 38.71 lakh no-frill accounts
were opened and 11855 Syndicate General Credit
Cards (SGCC) were issued with credit outlay of Rs.25.73
crore as on March 2010.

« Action plan, forimplementation of 2" and 3 phases of
100% financial inclusion, what is now called “Financial
Deepening”, has been prepared and is launched in
the lead district of Bagalkot.

* Action plan for development of UT of Lakshadweep
through credit deployment has been prepared.
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* Branchless banking/Smart Card project through Business
Correspondents is taken up on pilot basis in the lead
districts of Bellary in Karnataka and Anantapur & Kurnool
in Andhra Pradesh in collaboration with respective State
Governments for payment of wages under MGREGP/
SSP. The Smart Card project/Branchless banking scheme
is being implemented under the brand name
‘SyndShakthi’. It is proposed to extend the project to
other parts of the country and also to other products
and services of the bank.

* The Bank and the sponsored RRBs have set up "Financial
Literacy-cum-Counseling Centers” in 8 centres viz.
Bijapur and Chikodi in Karnataka, Kadapa in Andhra
Pradesh, Rewari in Haryana, JP Nagar, Moradabad and
Rampur in Uttar Pradesh and Kannur in Kerala State.

* As per RBI directive regarding extension of banking
services in every un-banked village having population
of 2000 and above, the Bank has identified 1744
Villages for extending banking services through Business
Correspondents.

* The Bank is implementing Electronic Benefit Transfer
(EBT) scheme for disbursement of wages / pension to
beneficiaries of Mahatma Gandhi Rural Employment
Guarantee Programme (MGREGP) and Social Security
Pension (SSP) holders in Bellary, Gulburga and Chitrdurga
districts in Karnataka State.

Progress in extending interest subvention benefit to the
farmers

The Bank has extended crop production credit of Rs.2,879
crore benefiting 5.94 lakh farmers at concessional interest
rate of 7.00% per annum under interest subvention
scheme of the Govt. of India, during Kharif 2009 & Rabi
2009-10. The Bank has extended the interest subvention
benefit o the tune of Rs.25.64 crore during 2009-10.

Housing Sector

The outstanding advances under Priority Sector housing rose
toRs.7,771 crore as at March 2010 from a level of Rs.7,065
crore as at March 2009, registering an annual growth of
10%. Thrust is given for SHG members, DRI beneficiaries
and other weaker sections of the society. Housing loans
(fop-up loans) up to Rs.20,000/- to the eligible beneficiaries
of Indira Awaas Yojana (IAY) is granted by the Bank under
DRI scheme. Besides, housing loan schemes launched by
various state Governments are also implemented by the
Bank.

The Bankhasissued guidelinestobranchesforimplementing
Interest Subsidy Scheme for Housing Urban Poor (ISHUP), a
scheme launched by Gowvt. of India for providing housing
units to urban poor. The Bank has signed Memorandum of
Agreement (MOA) with National Housing Bank, one of the
Central Nodal Agencies identified by GOI for administering
interest subsidy under the scheme.

Education Loans

The Bank is extending education loans under SyndVidya
Scheme. Outstanding Education loans of the Bank have
reached a level of Rs.1,460 crore as af 31-03-2010 from
Rs.1,150 crore as at 31-03-2009, registering a growth of
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26.90% during the year 2009-10. For extending education
loans thrust is given to SC/ST category, minorities and
female students. Education loan beneficiaries and their
parents/guardians are covered with Accidental Insurance
up to the sanctioned loan amount at competitive premium
under fie-up arrangement with United India Insurance Co.
Ltd.

Harnessing Solar Energy

The Bank is actively involved in promoting solar energy
and implementing the schemes for financing Solar Water
Heating Systems and Solar Lighting Systems. The Bank has
signed MOU with IREDA to implement MNRE's (Ministry
of New and Renewable Energy) scheme for extending
loans for installation of Solar Water Heating Systems at
concessional rate of 2/3/5% to domestic/Institutional/
Industrial users respectively. During 2009-10 the Bank has
financed 3,578 Water Heating Systems to the extent of
Rs.12.46 crore. The cumulative number of Solar Water
Heating Systems financed by the Bank is 32,736 units to
the extent of Rs.88.25 crore up to March 2010.

The Bank has financed 734 Solar Lighting Systems to the
extent of Rs.2.22 crore during the year. Cumulative number
of Solar Lighting Systems financed by the Bank is 9829 units
to the extent of Rs.17.49 crore. As a result of Solar Water
Heating Systems & Solar Lighting Systems financed by the
Bank, there is a grid power saving of about 7.84 crore units
per annum contributing to a peak load saving of 54.30
MW,

Advances to Small & Medium Enterprise (SME) sector

In tune with the guidelines issued by the Government of
India and RBI, the Bank has taken steps for increased flow
of credit to SME sector. Total Advances to SME sector stood
at Rs.11,006 crore as at March 2010, against Rs.6,865
crore as at March 2009 registering a growth of 60.32%
during the year 2009-10, surpassing the minimum of 20%
growth expected by GOI. Advances to Small and Micro
Enterprises reached a level of Rs.9,741 crore as at March
2010 constituting 88.50% of SME advances. SME Help
Desks / MSME care centers are established in each regional
office to monitor the flow of credit to SME sector. ‘Synd SME
Care’, a separate web page containing all information on
the facilities available 1o SME sector is infroduced.

Agriculture Debt Waiver and Debt Relief Scheme
(ADWDRS)-2008

In ferms of GOI/RBI guidelines, the Bank has implemented
Agriculture Debt Waiver & Debt Relief Scheme-2008.
292819 number of Small/Marginal farmers are covered
under the Debt Waiver scheme and an amount of Rs.736
crore has been waived. Under the Debt Relief scheme
71633 number of other farmers were provided with relief
amounting fo Rs.150 crore. As per the guidelines, 221213
farmers were provided with fresh credit to the extent of
Rs.856 crore, Now, under the Debt Relief Scheme, Gowvt, of
India has extended time up to 30-06-2010 to pay 75% of
farmer’s share. Out of fotal amount of Rs.736 crore waived,
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GOl has reimbursed an amount of Rs.476 crore as at
31-03-2010 under debt waiver.

Regional Rural Banks

There are 5 Regional Rural Banks sponsored by the Bank,
covering 30 districts in 5 states, with a network of 1328
branches. All the RRBs sponsored by the Bank are in the
top league among 86 RRBs in the country, in respect of
key business parameters. Total business of RRBs sponsored
by the Bank stood at Rs.27,383 crore, registering an annual
growth of 19.73% during the year.

The total deposits and advances of the RRBs reached
a level of Rs.15,328 crore and Rs.12,055 crore, with an
annual growth of 22.53% and 16.34% respectively. The
total Priority Sector Advances stood at Rs.10,311 crore
constituting 85.53% of fotal advances as at 31-03-2010.
Similarly agricultural advances reached a level of Rs.7,917
crore forming 65.67% of total advances, registering an
annual growth of 23.43%. In all, the RRBs have issued 9.89
lokh Kisan Credit Cards to farmers with an outstanding
credit of Rs.4,216 crore. The RRBs have eamed a net profit
of Rs.306 crore for the year 2009-10.

Rural Extension Education Programmes

The Bank has been in the forefront in promoting adoption
of new technology in the field of agriculture, enabling
farmers to improve the productivity/production. 531
Rural Extension Education Programmes benefiting 50259
farmers/ villagers were organized by the branches during
the year 2009-10. These programmes included agricultural
seminars, animal health check-up camps, expert lectures,
field visits, demonstrations, self-employment awareness
programmes, vanamahotsavas etc. Kisan Melas have
been organized in five lead districts which sensitized
6900 farmers 1o the latest fechnological developments in
agriculture,

Syndicate Rural Development Trust (SRDT)

Syndicate Rural Development Trust (SRDT) was established
to promote rural development and rural entrepreneurship
among the rural poor, especially women. The Bank is
imparting training through 10 Syndicate Institutes of Rural
Entrepreneurship Development (SIRDs) set up in five states.
These institutes have conducted 308 training programmes
during the year 2009-10, benefiting 10277 persons, of
whom 7104 were women and 2527 were from SC/ST
category. Total candidates trained since inception are
62908. The setftlement rate is 68%.

Rural Development and Self Employment Training
Institute (RUDSETI)

The Bank has co-sponsored 23 Rural Development and
Self Employment Training Institutes (RUDSETIS) across the
country. These institutes have trained 18817 candidates
during the year 2009-10. Out of these trained candidates
10882 were women and 5487 were from SC/ST category.
Total candidates trained since inception are 238235, The
setflement rate is 69.74%.
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A decision has been taken to establish the 24th RUDSETI
at Bhilawara in Rajastan and 25th RUDSETI at Guwahati in
Assam. As per the decision of Ministry of Rural Development,
GO, at least one RUDSETIs has to be established in each
district of the country to overcome the problem of
unemployment/ underemployment. The Bank has initiated
measures to establish new SIRDs in five districts where it has
lead Bank responsibility.

Lead District Scheme

The Bank has Lead Bank responsibiliies in 25 districts
including UT of Lakshadweep across the country. Lead
Banks in these 25 lead districts conducted the district level
review meetings viz. DLRC and DCC meetings regularly.
The planning process was completed and DCP 2010-11
was launched as per time schedule envisaged by RBI.

The Bank, being the convener of State Level Bankers’
Committee (SLBC) in Kamataka and the Union Territory of
Lakshadweep satisfactorily discharged the responsibilities
cast on it as the convener of SLBC.

IMPLEMENTATION OF OFFICIAL LANGUAGE

The Bank is giving due aftentfion fo encourage the use
of Hindi in day-to-day work. 1611 branches/offices were
notified under Rules 10(4) and 233 branches/offices were
specified under Rules 8(4) of the Official Language Rules
1976. During the period under review, 95 Functional Hindi
Workshops, 256 Hindi Desk Training Programmes and 2
programmes for Hindi coordinators were conducted in
which 3054 staff memlbers got frained. Two Hindi seminars
were conducted for the executives working in Head Office
and Corporate Office. An All India Official Language
Conference-cum-Unicode Training Programme for Official
Language Officers was organized at SIBM, Manipal from
11-03-2010 to 13-03-2010. The Bank has implemented
bilingual software i.e., ‘Script Magic’ for FCR and FCC
Modules of Flexcube at CBS Branches. Approximately
4500 Hindi words/phrases pertaining to CBS tfransactions
were franslated/vetted. The Bank's website is also
available in Hindi and ATMs are bilingual/trilingual. Senior
level participation from the Bank was ensured in all OLIC
meetings of Dept.of Financial Services/Ministry of Finance/
RBI held on quarterly basis. The Drafting & Evidence Sub-
committee of the committee of Parlioment on Official
Language held discussion on various issues pertaining to
implementation of Hindi with the chairman and member
banks/organizations of the TOLIC, Hyderabad, Ghaziabad
and Raipur. The committee appreciated the Bank's
performance in the area of implementation of Official
Language. The Bank is one of the members of Banking
Terminology Committee constituted by RBI and presently,
the committee is engaged in developing Banking
Thesaurus in Hindi, which is in the final stage.

ORGANIZATION & SUPPORT SERVICES
Expansion of Branch Network

During the year 2009-10, 82 branches were opened
of which 78 were General Banking Branches, 2 were
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Specialized Large Corporate Branches and 2 were Small
and Medium Enterprises Branches. Two Regional Offices
were opened at Moradabad in U.P and Guwahati in
Assam. 3 Extension Counters were also opened during the
year.

Out of the above, 27 branches were opened in under-
banked districts and 18 in Minority Concentration Districts.
Of the newly opened branches, 31 are in Tier 3 to Tier 6
centres.

The number of Regional Offices increased to 37 and the
total branch network of the Bank stood at 2308 branches
including London Branch, comprising of 666 rural, 552 Semi
Urban, 541 urban and 548 Metro & Port Town Branches.
The total number Extension Counters of the Bank were 15.
The specialized SME branches numbered 29.

During the Year the Bank has entfered 16 districts where
the Bank had no presence hitherto.

The Bank has branches in all the States except Manipur
and in all the Union Teritories except Daman & Diu and
Dadra & Nagar Haveli.

INFRASTRUCTURE SUPPORT

Ambiance and Visibility

Good ambience, neat & tidy business premises and
atfractive & comfortable interiors coupled with proper
visibility has been ensured in all branches and offices,
since these factors substantially impact the business.

Maijor projects

The Bank has undertaken two maijor residential building
projects at Udupi and Mangalore and the work on the
interiors is underway. The prestigious project of construction
of 100 flats in Ghaziabad will be commenced shortly.
The construction of Currency Chest at Manipal and Bank
owned building for Tamarakki branch is completed.
The projects which are underway are Currency Chests
at Kasargod, Bijapur & Belgaum. Construction of Bank
owned building for housing Regional Office and branch
at Kolkata is nearing completion. The Bank has undertaken
major rehabilitation and renovation of residential flats in
Mumbai.

The Bank has initiated necessary steps for acquirng
additional residential accommodation for Executives and
officers at 19 centres.

Review of policies

The Bank has reviewed the policy on taking premises on
lease, thereby economizing on the area to be taken on
lease and consequent rental outgo. This has also facilitated
in Maintaining presentable ambience at branch level.
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INFORMATION TECHNOLOGY

The Bank, having achieved 100% implementation of the
Core Banking Solution across all its branches, continues
to be in the forefront of the Indian Banking Industry. By
conforming to Governmental as well as Regulatory
requirements, the Bank is constantly striving to implement
the latest that Information Technology has to offer.

Core Banking Solution (CBS)

As on 31¢ March 2010, all the 2307 domestic branches
and 42 offices of the Bank in 1484 centres are under the
CBS network. These branches/offices are distributed over
32 States and Union Territories. 722 of these are distributed
in 40 major cities and towns with 5 or more branches and
the remaining branches are in 1444 centres.

Data Centre (DC) & Disaster Recovery Site (DRS) Set-up
The Bank has in place state-of-the-art Data Centre (DC) at
Mumbai, Disaster Recovery Site (DRS) atf Bangalore and
Near Site (NS) at Mumbai.

In order to meet the needs of the burgeoning CBS system,
the servers at Data Centre have been replaced with the
latest server models during the current fiscal, resulting in
significant increases in speed and processing capabilities.
The Storage Area Network (SAN) has also been upgraded
to the latest module to accommodate the increasing
requirements for database storage space.

ATM Network

The Bank has become a member of the National Financial
Switch operated by National Payments Corporation of
India under the aegis of Reserve Bank of India and Indian
Banks’ Association. This enables ATM cardholders of the
Bank to have access to over 52000 ATMs of 37 member
banks nationwide.

The Bank has now 1187 ATMs spread across 635 centres
across all population groups across the country. The Bank
has a global Debit-cum-ATM card base of over 48.63 lakh,
with the cash disbursal through ATMs exceeding Rs.930
crore per month.,

The Bank’s membership of VISA Infernational enables the
ATM/Debit Card holders to have access to over 1.6 million
ATMs across the globe. As a measure of additional security,
Verified by Visa (VbV) has been implemented by the Bank
promptly, well within the deadlines set by the Reserve Bank
of India.

Internet Banking

Internet Banking usage has continued its phenomenal
growth pattem. The number of Intemet Banking users and
the number of hits per month increased to over 5.08 lakh
and over 28.75 lakh in March 2010 from 1.16 lakh and
17.42 lakh respectively in March 2009.

The value added services offered by the Bank through
Internet Banking, such as transfer of funds to other banks
through NEFT, Railway Ticket reservation, Utility Bills payment,
Payment of direct taxes such as Income Tax, Corporation
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Tax etc. continue to affract more users to the Intermnet
Banking facility and also helps the Bank to stay ahead of
the competition.

SMS Banking

The number of customers who have availed this facility has
grown to 2,65,543 as at March 2010 from 58,168 as at
March 2009 proving the popularity of this delivery channel
among the customers. The Bank has been providing these
facilities free of cost.

Data Warehouse

The implementation of the ambitious project for the
commissioning of an end-to-end Enterprise Data
Warehouse and Business Intelligence Solution (EDWBI) is
progressing well, in keeping with the timelines specified for
the project.

One of the Mandatory Solutions, Anti-Money Laundering
Solution, has already been implemented during the fiscal
2009-10 and is in use at HO: Inspection Department.

The first phase of the EDWBI project consisting of System
Requirement Specifications (SRS) has been successfully
completed within the stipulated time schedule.

Implementation of the second phase is in progress.

A new application called '‘Data Enrichment System’
developed as part of EDWBI which enables the branches
to capture information that is not presently available in
CBS, is ready for deployment.

Website of the Bank
The Website of the Bank has been moved to a dedicated
server in July 2009.

The Website of the Bank is increasingly being accessed
by existing and prospective customers, with the number
of hits having risen to 276 lakh in March 2010 from 126
lakh in March 2009. The pleasant and catchy colour
combination, minimized navigation with structured menus,
image based display of the Banks' schemes and in-house
updating of images & content with fime-sensitivity has
yielded enhanced website quality.

IS Security Policy

The Bank’s Board, having approved the revised IS
Security Policy in January 2009, had directed that the
Manual of Operations/detailed procedural guidelines for
implementing the revised policy clearly specifying the
assigned roles and responsibilities to various functionaries
and groups be formulated.

IS Security procedures have been formulated and
approved and are now being provided to ROs / Branches
on a ‘need-to-know’ basis.

ISO 27001 Certification

Data Centre - Mumbai, Disaster Recovery Site - Bangalore
and Department of Information Technology - Bangalore
had been accorded the ISO/IEC-27001: 2005 certification
through an assessment of the Bank’s Information Security
Management System through BSI Management System
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India P Ltd. (subsidiary of British Standards Institution-UK).
During subsequent mandatory audit of the certification
during this year, no irregularities were reported and the
ISO:27001 certification continues.

Government / RBI Initiated Projects
The Bank has implemented the following projects in
compliance with the guidelines of the Government/RBI:

OLTAS: The bank has implemented Online Tax Accounting
System (OLTAS) atf all the 324 branches designated to
handle Direct Taxes.

Payment of Direct & Indirect Taxes through Internet

The Bank is offering intermet banking facility of e-payments

of direct taxes such as Income Tax and Corporation

Tax for the following category of direct tax payers w.e.f.

01-04-2008.

1. Al Companies.

2. All tox payers who are covered under provision of
Section 44AB of the Income Tax covering mainly
persons whose sales furnover or gross receipts from
business exceeds Rs.40 lakh in the previous year, or
who's gross receipts from profession exceeds Rs.10
lakh in the previous year.

EASIEST: The Bank has implemented EASIEST, a project
for collection of other indirect taxes, in 189 branches.
E-payment of indirect tax facility is enabled from
10-01-2006.

EASeR (Electronic Accounting System for e-Receipts) is
implemented from 01-08-2008. Central Accounts Office
(CAO) Chennai is designated as e-FPB (Focal Point Branch)
for Central Excise and CAO, Mumbai as e-FPB for service
Tax.

VAT Collection: The Bank has implemented collection
of value Added Tax in 65 branches of Delhi to facilitate
accounting and electronic reporting of such collections.

Uniform Currency Chest Software: The Bank has
implemented the software provided by the RBI, in all its
Currency Chests.

Cheque Truncation System: Cheque Truncation System is
implemented in the entire National Capital Region of Delhi
w.e.f. 02-03-2010.

RTGS: The Bank has implemented RTGS for online real time
payments and sefflement of large value transactions in
2265 branches of the Bank for both interbank and customer
fransactions. RTGS usage timings has been extended on
all working days.

NEFT: National Electronic Fund Transfer has been
implemented in 2254 branches. NEFT usage timings has
been extended and settlement is being done in hourly
batfches.

Both the payment products, RTGS & NEFT, have become
very popular among the clientele.

Speed Clearing
Under Speed Clearing, outstation cheques drawn on the
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Bank branches under CBS platform are passed for payment
at the centre where cheques are received for collection.
Through the system, the time required for collection of
outstation cheques drawn on CBS branches is reduced
to 2-3 days. Speed Clearing was initially intfroduced in
CAO : Mumbai in June 2008. At present Speed Clearing is
functioning at 66 Centres.

HUMAN RESOURCE DEVELOPMENT

During the year 2009-10, the Bank has recruited
1073 Probationary Officers, 48 Specialist Officers, 372
Probationary Clerks and 195 Sub-staff. Under Prime Minister’s
15 New Point Programme for the Welfare of Minorities
amongst others, the Bank has recruited 187 candidates
belonging to Minority Community during the year. Mentor
concept has been introduced for the new recruits so that
the senior employee acts as a friend, philosopher and
guide at the new place and work situation.

The promotion exercise has been carried out in various
cadres/scales. 430 clerks have been promoted to Officers
Cadre in JMGS-I. 146 officers have been promoted to
Executive Cadre (SMGS) IV. 9 Executives in TEGS VI have
been promoted to TEGS VIl during the year.

The Human Capital of the Bank comprises 10944
Officers, 10766 Clerks, 3859 Sub-staff and 2144 Part
fime Sweepers, totaling 27713. The Bank is extending
reservations/concessions to SC/ST/Physically Challenged
candidates/employees in Recruitment/Promaotions as per
the Govermment guidelines. The Bank is extending financial
assistance to Physically Challenged employees of the
Bank for acquiring supportive system/prosthesis under Staff
Welfare Schemes.

The Bank has infroduced several welfare schemes during
the year in addition to the wide array of existing schemes.

The Industrial Relations in the Bank have been harmonious
and cordial fostering a healthy work environment. The
Unions/Associations have been responsive and proactive
enough to extend unstinted support for the progress and
prosperity of the Bank.

SC/ST Cell

A separate SC/ST Cell is functioning in Head Office under
the administrative control of General Manager who is also
designated as Chief Liaison Officer, to look after the issues
conceming SC/ST employees of the Bank. 2896 SC/ST
employees were given in-house training at SIBM, Manipal
and at other Training Centres during the year 2009-10. Pre-
Promotion training has also been extended fo the eligible
SC/ST employees who have participated in the promotion
process. The Bank is holding quarterly meetings with the
representatives of the SC/ST Welfare Association as per the
Govermnment guidelines to redress their grievances.

TRAINING AND DEVELOPMENT

Programmes on Know Your Customer, Anti-Money
Laundering & Right to Information Act, Credit Management,
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Risk Management, Lending fo SMEs / Retail Segment,
Recovery Management, Agricultural Lending, Foreign
Exchange Business, Internal  Contfrol Management,
Attitudinal  Changes cum Behavioural Sciences and
Information Technology were the thrust areas of training.

Syndicate Institute of Bank Management (SIBM), the
apex training institute of the Bank af Manipal continues
fo organise customised fraining programmes for senior
Excecutives and specialist Officers of the Bank. The Training
Centres at Bangalore, Delhi, Mumbai, Chennai, Ernakulam,
Hyderabad, and Kolkata impart training to other officers
and workmen employees.

During the year 2009-10, 5,215 Officers and 5,525
workmen employees were trained in different functional
areas. In addition, 109 Executives and 216 Officers were
deputed to external training programmes conducted by
fraining institutes of repute in India. Further, 11 Executives /
Officers were deputed 1o overseas training programmes.

Training system through its well-designed and periodically
fine-tuned "InductionTraining”“ensuredcompleteintegration
of the new Officers and Clerks into the work culture of the
Bank. Periodical monitoring of their performance in the
field and their feed-back were regularly factored into the
above training for easy assimilation of the Bank’s ethos,
culture, systems and procedures.

Emphasis was given to provide specialised skill inputs to the
Executives heading key branches of the Bank. Programmes
on "Strategies for Accelerated Growth” for branches with
high-growth rate, ‘Advanced Credit Management” for
branches with large exposure to credit, "IT Skills for CBS
Branches” for CBS branches and “Executive Development
Programme” for those with IT background are some of the
customised programmes conducted during the year.

CORPORATE SOCIAL RESPONSIBILITY

The Bank has been fulfilling its social responsibilities as
a responsible social citizen by actively participating in
activities aimed at economic transformation & uplift of
the downtrodden and sponsoring humanitarian causes.
Some of the Bank's initiatives in the field of corporate social
responsibility are outlined below:

Cleaning and Clearing of village tanks and ponds
Towards Corporate Social Responsibility, the Bank has taken
up the initiative for cleaning and clearing of village tanks
and ponds in selected service area villages. The Bank has
completed the task of cleaning and clearing of 39 village
ponds/ tanks during the year 2009-10 as part of corporate
social responsibility.

Helping flood victims

In May 2009, a devastating cyclone “AlLA” washed away
several island villages of 24 Paraganas (South) District of
West Bengal. Considering the gravity of the situation, the
Bank has donated a substantial amount to the victims.
Further, in October 2009, certain parts of Andhra Pradesh
and Karnataka States were devastated by unprecedented
floods. The Bank undertook several relief measures, in a big
way, to wipe the tears of the flood affected.
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Gift of Vision

The Sankara Eye Hospital have been conducting “Gift of
Vision” — rural outreach eye care programme which aims
at making the lives of several rural people brighter with the
gift of vision. The Bank assisted the hospital in carrying out
the corneal transplantation surgery on the rural people.

Disability and Rehabilitation Studies

The Bank sponsored a 3 Day National Symposium on
"Accessibility of Water and Sanitation for Persons with
Disabilities in India” conducted by Society for Disability and
Rehabilitation Studies.

CUSTOMER SERVICE

The Bank has a robust Customer Grievance Redressal
System from the branch level right up fo the level of the
Corporate Office.

The complaints received are promptly acknowledged and
redressal measures initiated immediately. Customers are
fully informed of the avenues to escalate their complaints/
grievances within the organization and their rights to
alternative remedy, if they are not fully satisfied with the
response of the Bank to their complaints.

To supplement the normal avenues for grievance
redressal, the home page of the website contains a facility
for customers to submit their complaints online. The Bank
has also provided a 24 hours Toll Free Voice Mail system to
enable customers to record their grievances/suggestions
any time of the day. These are redressed/replied within
48 hours.

Further, the Bank has put in place Board approved policies
on Deposits, Customer Grievance Redress, Cheque
Collection, Compensation payable on account of various
deficiencies in service etc. These are also displayed on
the Bank’s website,

The status of complaints received directly/through Banking
Ombudsman (BO) during the year is fumnished below.

A. Customer Complaints (other than BO Complaints)

1 | No. of complaints pending as on 1-04-2009 164
2 | No. of complaints received during the year 3644
3 | No. of complaints redressed during the year 3603
4 | No. of complaints pending as on 31-03-2010 205*

* Qut of 205, 162 complaints since stand closed.

B. Cases referred to Banking Ombudsman during the
year

1 | No. of complaints pending as on 1-04-2009 19

2 | No. of complaints referred to Banking 468
Ombudsman during the year

3 | No. of complaints disposed of during the year 458

4 | No. of complaints pending as on 31-03-2010 29**

** Qut of 29, 10 complaints since stand closed.
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C. Status of Awards passed by Banking Ombudsman

1 | No. of unimplemented Award as on 1-04-2009 01
2 | No. of Awards passed during the year 14
3 | No. of Awards implemented during the year 14
4 | No. of unimplemented Awards as on 31-03-2010 01

Customer service initiatives taken during the year

In order to make the Customer Grievance Redressal
Mechanism more effective, during the vyear, the
department introduced the system of categorizing the
complaints according to the gravity/sensitivity of the matter
involved so as to enable prioritized handling. Accordingly,
all complaints received are now categorized as ‘Highly
Sensitive’ (HS), ‘Sensitive’ (S) and ‘General’ (G) to facilitate
prioritization of the complaints according to their gravity/
sensitivity of the matter.

To supplement the above, the Bank has also put in place a
system of quarterly rating of Regions based on the number
of complaints received and the average grievance
redressal fime. The rating is based on the combined score
achieved by a region for the two parameters together.

The Bank also brought out a Compendium of Case Studies
on Customer Service for the benefit of branches/offices.
Each case study deals with a certain facet of customer
service. The compendium is infended to help the
branches avoid the common pitfalls that lead to customer
complaints.

The Bank is a member of the Banking Codes and Standards
Board of India. It has adopted the Code of Bank's
Commitment to Customers, which is a voluntary code
for fair and transparent freatment of individual customers
availing banking services. During the year, BCSBI revised
the Code and circulated the same among all banks. The
copies of the revised code have been supplied to the
branches to be made available 1o customers.

Know Your Customer / Anti Money Laundering

The Bank has a Board approved Policy on KYC Norms/
Anti-Money Laundering (AML) measures. The Policy clearly
lays down the customer identification procedures to be
adopted for proper identification of customers while
opening accounts. However, with a view to ensuring that
strict adherence to KYC Standards does not result in banking
services being denied to the underprivileged segments of
the society, relaxations in the form of simplified KYC norms
have been put in place as per RBI guidelines with regard to
opening of accounts in the names of persons belonging
fo the underprivieged sections and those affected by
natural calamities. In addition to the customer identification
procedures, the Policy also lays down the procedure for
working out the risk profile of each account to ensure that
monitoring mechanisms/procedures commensurate with
the risk category of the account are in place to prevent
money laundering, terrorist financing etc.

Steps are taken to strengthen the Anti-money Laundering
measures. Cash Transaction Reports (CTRs) covering
all the branches were submitted regularly to Financial
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Intelligence Unit, INDIA (FIU-INDIA). Suspicious Transactions
also were identified and reported to FIU.IND. The Bank has
also implemented online software, for generating alerts fo
identify Suspicious Transactions.

In order to spread awareness about KYC/AML, all the
branches of the Bank organized ‘KYC Awareness Week'
from 16-11-2009 to 25-11-2009. During the period,
branches arranged special meets to which important
customers were invited. Through lectures by staff members
and others, efforts were made to educate customers on
the importance of the subject and the need for them to
extend their co-operation in this regard.

CASH MANAGEMENT SERVICES

The Bank being one of the sought after banks in the CMS
market among the Public Sector Banks has retained
its prominent position over the years. Because of sfiff
competition, with the entry of many other Public Sector
banks into the CMS market and also sluggishness in
the economy during the year, the performance under
Turnover, Income and clientele growth were impacted
to a certain extent. The increased volumes under Special
Clearing and the conscious initiative taken by RBI to
encourage Electronic payment by offering RTGS / NEFT
at a substantially low cost brought in a paradigm shift in
Payment systems and compelled the banks to innovate
and customize new Payment and Collection products
based on state of the art technology.

To keep pace with the changing market conditions and
to meet the corporate customer requirements, the Bank
has implemented a new web based CMS software in the
last week of March 2010 and launched new payment
products:

1. RTGS / NEFT / Bulk Payment facility

2. Cheque writing facility.

3. Remote / Centralised printing of cheques.

The Bank is also in the process of launching new products
under Collection viz., NEFT / RTGS Bulk Collection, Synd Bill
Payment, Centralised Debiting of Cheques. The above
initiafive in products and services will help the Bank to
sustain the business and make its presence felt in the
present CMS market.

INSURANCE BUSINESS

Life Insurance

The Bank has discontinued Corporate Agency
arrangement with Bajaj Allianz Life Insurance Co. Ltd., since
1¢ November 2009.

The Bank has taken Group Life Insurance Policy from SBI
Life to provide free life insurance cover to housing loan
borrowers under special housing loan package as per Govt.
of India/IBA guidelines. All Housing loans sanctioned under
the scheme from 15-12-2008 to 31-12-2009 are covered
with Life Insurance at Bank’s cost. Under the scheme, the
Bank has covered 12820 borrowers for sum assured of
Rs. 907 crore by paying premium of Rs.1.43 crore.



A Sfia sftan forme & off ft “fie gran’ v s Wi %
Iraifa ek 7 fordia T 2009-10 % SR 19384 @Tdl sl I
A U 59.72 @ Sifeem v foma qen . 5,97 ara FHHIvH
amifsia femam |

fwd i Nt 8§ Sfiae |1 e & STdiid ek s fsare

e 2: (@ <] H)
- sfirm wHHIIA
e ERIED] e SueAfe
2007-08 150.00 227.50 15.50 23.07
2008-09 250.00 184.44 26.00 18.48
2009-10* | 200.55 99.97 26.00 11.04

* TS TATIST TS 90 . oA, o &1er v Uit il fmes
1.11.2009 & & R mm 2 |

HTLOT ST

e 3 T S o faaRo ®g S@ 2004 § gATEES sfuea
59T ) feafiree o g S ueiE e & 7 Tesie
forar ® | 38 T3S =wawen & f2. 04-05-2008 & . 03-05-
2011 % o 9 ST Fafer o fore Fefiera foram man 2 |

foeie 3care @ wuft IRt & fou e s, Afescv-ue-
Jafedeh geeT W& qAT AT 01 IURHKAISAT * ¢ M
e uTferet feeforan o 3umerdiatt o for ‘i s mferet’
&1 oft foque ferT ST T R |

T dast o SR o ST afga aremor s s STarid sish o
ﬁsqm:rﬁﬂaa%

(TFT S T4t |)
- Shftem HHIIH
e IUATST s ERIC]
2007-08 | 54.00 36.11 5.50 3.71
2008-09 | 50.00 44.30 5.00 4.64
2009-10 | 50.00 43.23 5.00 4.48
HTE HER
HiSE TS IcuTE

1. b 3 T 3eERES & BRI W Mg U AT hiel
T ISR & FoRa & fSieRt JoImT T 21 U, w@rge 31 dcd
Zfifew, getde qen O e & for foman St aendn @ | 18
R forvayt 5 3o € qom e off s foRa S EehaT 2 |

2, o 3 3 WEcaqul ek B ATSHT Y% Al § S §-Ad
o HIeqH § ks foret geiell foerfore qen sewe sfeh
o HIEH ¥ JTa q7 st g shiee FIe ol JIaH
TR THT 37 I ol SEH ST 3T |

3. o & S S 3 29.07.2009 A <ft@r grT geaied (< st
oft) =Y Yot S R ST G shY Uk affierd forgien & e
qRAT fiwd S 9 01.08.2009 & 38 Afard samnm 2 |
30k TTU Fraieet o off S § 1S o1y el & &
o foTT Tt 38 701 THe 1 IEES gied ST B |

S 9 T 1S % H1EqH § U8l vi9e UH.UH.TH. UTeehi 9§
foram qen 3Ee ST 5000 FHEUTER! 8 o o fora fored

45

Under “SyndSuraksha” Group Insurance Plan taken from
LIC of India, the Bank has collected premium of Rs.59.72
lakh covering 19384 accounts and earned a commission
of Rs.5.97 lakh during the financial year 2009-10.

The performance of the Bank under Life Insurance business
for the last three years is as under:

(Rs. crore)
Year Premium Commission
Target |Achievement| Target | Achievement
2007-08 150.00 227.50 15.50 23.07
2008-09 250.00 184.44 26.00 18.48
2009-10* | 200.55 99.97 26.00 11.04

* Corporate Agency with Bajaj Allianz Life Insurance Co. Ltd. was
discontinued from 01-11- 2009.

General Insurance

The Bank has tied up with United India Insurance Company
Limited (UICo) under a Corporate Agency arangement
since June 2004 for distributing General insurance
products. The tie up has been renewed w.e.f. 04-05-2008
for 3 years fill 03-05-2011.

Special tailor made products such as ‘SyndArogya’, a
Mediclaim-Cum-Personal Accident Cover for all customers,
‘Unihome Care Policy’ for Housing Loan and ‘UniStudy Care
Policy’ for SyndVidya borrowers are also distributed by the
Bank.

The Bank’s performance under General Insurance including
SyndArogya for the last three years is as under:

(Rs. crore)
Year Premium Commission
Target | Achievement | Target | Achievement
2007-08 | 54.00 36.11 5.50 3.71
2008-09 | 50.00 44.30 5.00 4.64
2009-10 | 50.00 43.23 5.00 4.48

CARD BUSINESS

Credit Card Product

1. The Bank having an association with VISA International,
offers Gold and Classic Credit Cards which can be
used at ATMs, Point of Sales terminals, Intemet and for
Mail Orders. The cards are valid globally and can be
used throughout the world.

2. The Bank has added many customer friendly features
like monthly billing statements by E-Mail and payments
through internet Banking and ECS and viewing of the
Balance by the Branches for accepting payments
towards credit Cards.

3. During the year with effect from 29-07-2009, the Bank
intfroduced Verified by VISA (VbV), an additional security
feature made mandatory by Reserve Bank of India
from 01-08-2009, which enables the cardholder to
create a password of his choice for doing fransactions
on intemet using the Bank’s Credit Card.

The Bank infroduced SMS dlerts for first transaction on

a new card and subsequent transactions of Rs.5,000
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and above done by the Credit Cardholders including
for Card Not Present (CNP) transactions of Rs.5,000 and
above.

The Bank has issued 68,414 Credit Cards up to
31-03-2010.

The comparative position of Card base, amount
outstanding and income eamed during last 5 years is
furnished below:

(Rs. crore)
Description | 2005-06| 2006-07 | 2007-08| 2008-09| 2009-10
Designated 851 2115 2150 2224 2275
Branches
(No)
Card Base 48743 53860 58874 63949 68414
(No.)
Amount 27.53 26.63 29.12 31.76 33.60
Outstanding
Net Income 1.06 2.91 4.67 3.45 7.12
Eamed

Debit Card Product

1.

The Bank had launched its Global Debit-cum-ATM
Card on 29-03-2003 in association with VISA.

The Debit Cards are issued through 2275 CBS
branches.

The Bank has launched innovative Instant Debit Card in
November 2008, which can be issued and delivered to
the customer at branch level itself soon after opening
of the account. Training programmes were conducted
at all Regional offices for Managers/Officers and staff
of all the branches to equip them to issue instant debit
cards to account holders immediately. Through the
software all the branches can issue new Instant Debit
Cards, Duplicate Cards, Renewal Cards and Add on
Cards and they can also hotlist, unblock blocked debit
cards from any CBS desk.

The Debit Cards are enabled for use on internet with
Verified by VISA (VbV), an additional security feature
in respect of internet fransactions with effect from 4t
November 2009.

A CASA Campaign was conducted by Retail Banking
Department from 25-07-2009 to 25-09-2009. During
the period of campaign 3.45 lakh Debit Cards were
issued at an average of 7000 cards per working day.

The Card Centre has launched a campaign from
01-08-2008 to 31-03-2009 with incentive to Branches
and staff to increase the card base and the period
was subseqguently extended to 30-09-2009.

The comparative position of Debit Card base and
Transactions for last 5 years is furnished below:
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Description | 2005-06 | 2006-07 | 2007-08 | 2008-09 | 2009-10

Debit Cards 560 1477 1785 2224 2275

Issuing
Branches

Debit Card
issued (in
lakh)

7.81 14.59 22.10 30.16 48.63

No. of 88.78| 145.28| 280.61| 434.38| 694.82

fransactions
(in lakh)

Amt of 128193 242123| 470312| 811462| 1335064

fransaction
(Rs.in lakn)

Net Income 23 312 150 - 1894

eamed

(Rs.in lakh)

Other Activities:

1. The Bank has entered into Merchant POS Acquiring
activity on 2 October 2009 and as on 31-03-2010
installed 31 Electronic Data Capturing Machines
at different Merchant locations spread across the
country.

The Bank is on the anvil of obtaining MasterCard
membership so that Cards issued in association with
MasterCard can also be used at the EDC Machines
installed by the Bank.

PRODUCT DEVELOPMENT

Synd Flexi Premium Current Account

In order to cater to the needs of high-value customers
of the Bank, who are capable of maintaining sizeable
balances in their accounts, the Bank has infroduced a
new product called ‘Synd Flexi Premium Current Account’
with sweep-out and sweep-in facility.

CUSTOMER BASE
Customer base of the Bank increased to 24.50 million as
at 31 March 2010 from 23 million as at 315 March 2009.

NEW INITIATIVES

Special Monitoring Accounts Department

ASpecial Monitoring Accounts Department was established
in June 2009 in order to improve the asset quality of the
Bank by strengthening the mechanism for identification
of problem accounts showing early signs of irregularities
and sickness and to initiate timely steps for prevention of
slippages.

The SMA Department monitors stressed accounts under
Standard assets and generates quality MIS to be used
by the departments of the Bank for managing the overall
quality of the Credit porifolio. The department devises
appropriate reporting system/MIS and collects data on
overdue accounts from branches/ROs and DIT at regular
periodicity. The Regional Offices, Regional heads, SMA task
force at ROs and the Recovery Teams at the branches are
constantly exhorted to monitor the SMA accounts.

The SMA Department also collects data/MIS periodically
in respect of restructured accounts and the account-
wise details are maintained as a database for further
reference. The Bank has strictly followed the RBI regulations
on restructuring by careful assessment of the viability, quick
detection of weaknesses and time-bound implementation
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of restructuring package. The status of each restructured
account is monitored on the basis of borrowers’ keeping
up of restructuring commitments, actual cash generation
vis-G-vis projected cash flows, level of progress of projects
under implementation etc. The details of restructured
accounts are placed before the top management on
quarterly basis and to the Board of Directors on half yearly
basis.

e-Stamp Vending

The Bank has signed a memorandum of Agreement
with Stock Holding Corporation of India Ltd. for e-Stamp
vending across the country. Initially e-Stamp vending will
be undertaken by the Bank in the state of Karnataka at 200
identified branches in a phased manner.

Farmers’ Resource Centre (FRC)

Ministry of Finance, Govt. of India had suggested that banks
may co-ordinate through SLBC and NABARD for setting up
Farmers’ Resource Centre (FRC) for providing training and
related services to farmers aimed at mitigating risks in
farming and bank credit. Considering the suggestion of GOI
and usefulness of the tfraining to the farming community,
SLBC Karnataka in its 103 meeting has decided to set
up a dedicated institution for providing training and other
services fo farming community at Bagalkot in Karnataka. As
conveners of SLBC Karnataka, the Bank has taken initiative
to set up the centre at Bagalkot in 8 acres of land allotted
by Govt. of Kamnataka.

Online submission of request seeking credit facilities by
SMEs

The Bank has launched the facility for online submission
of requests seeking credit facilities by small and medium
enterprises (SMEs) and for higher education loan through
the Bank’s web site, www.syndicatebank.in. The Bank is the
first to launch this facility for SMEs. The technology available
in the Bank is being leveraged for better customer service,
ensuring faster decisions and hassle-free processing/
sanctioning of loans to prospective clients. The applicant
can avail the credit facility from a branch of his / her
choice. The applicant will receive an acknowledgement
with a unique reference number to his/her e-mail address.
The Bank has launched similar facility for professional and
self employed persons, traders, agriculturists and housing
loan clients.

Currency Management

As per the recommendations of the high level group on

currency management for implementing of the clean

note policy, the Bank has taken several measures like

* Installing desk top Note Sorting Machines (NSMs) at 50
strategic branches by 31-03-2010 and another 250
machines during the year 2010-2011.

* |dentification of 100 branches for setting up of cash
processing centres.

* Establishing new currency chest at Manipal.

* Exchange of cut/soiled notes at all branches as per
note refund rules.

Coin vending machines have been installed ot the
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following 10 branches:
1) Catholic Centre, Udupi
2) Vikas Puri, New Delhi
3) R. P Road, Secunderabad
4) Ashram Road, Ahmedabad
5) Sec. 11, Punchkula
6) Matunga Bazar, Mumbai
7) R B Avenue, Kolkata
8) Armenian St., Chennai
9) Emakulam, North Rly. Station
10) Magadi Road, Bangalore.

Against feeding of currency, the machine disburses coins
of any two denominations.

Payment Gateway

The Bank has embarked upon an ambitious project
of providing Payment Gateway services, whereby the
customers can purchase products / services online and
make payment from their accounts with the Bank through
the Payment Gateway, via Intemet Banking. This enables
the customers to get access to an array of Merchant
Establisnments and a wide range of branded products
for doing e-commerce business, which include domestic
items like bouquets, consumer durables, Electronic
gadgets/equipment etc., and services like booking of
Airline tickets, Hotel accommodation etc.

M/s Avenues India Ltd. (CCAvenue) and M/s Indicideacs.
com Ltd. (BillDesk) who have a large base of merchant
establishments registered with them have been identified to
provide the Payment Gateway Services. Payment Gateway
with CCAvenue has been successfully implemented from
04-11-2009 and with BillDesk from 20-03-2010. The Payment
Gateway services are now available to the customers from
merchant sites registered with M/s Avenues India Ltd. and
M/s Indicideas.com Ltd.

CBS for Regional Rural Banks

Inline with the RBI directive that all RRBs should begin moving
towards CBS as a matter of policy and that the respective
sponsor bank may be given the option of selecting the
service provider for their RRBs, the Bank proposes to bring
all the 5 sponsored RRBs with 1328 branches spread all
over India under CBS, which shall bring in uniformity in the
functioning and ease of operations. As per the RBI and
Govt. of India directive, implementation of CBS in all RRBs
should be completed by September 2011.

The Board has accorded permission to implement the
project under the Application Service Provider (ASP) model
and to float RFP for the identification of a suitable vendor
for implementing the CBS in RRBs.

Lending Automation Processing System (LAPS)

The Bank has starfed implementing ‘Lending Automation
Processing System (LAPS)', the salient features of which are
as under.

® RRBI Defaulters list uploading and easy search for the
names before sanctioning of corporate loans.

® Risk rating of the loan can be set based on the borrowers
properties like age, credit worthiness efc.
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® Fetches/extracts customer details from CBS and only
additional details need to be updated.

® Generates the sanction letter, MCB Note and supports
querying between the sanctioning authority and the
Branch.

® Provision for printing loan documents.

The Bank has obtained licences for implementing the
above in 200 branches. The Retail Module has been
implemented successfullyin 7 CPCs and 162 branches. The
Corporate Module is under customization and is expected
to be made available to CPCs / branches soon.

Accolades/Awards

* The Bank has received NDTV profit ‘Second Best Award’
in the area of education loans.

e Best Performer Award under SHG-Bank Linkage
Programme: The Bank has been awarded with the “Best
Performer” award under the category ‘Highest Average
Loan Size" among commercial banks operating in
Karnataka for the year 2009-10. The award was instituted
by NABARD, Bangalore for outstanding performance by
Banks in SHG-Bank Linkage programme.

* Award for Branch Managers under Solar Financing:
Two of our Branch Managers from Terdal and Tumari
branches, have been awarded 1% and 2™ prizes
among the branch managers of commercial banks
in south zone for financing mMaximum number of Solar
Home Lighting Systems during 2007-08.

STRATEGIC ALLIANCE

The Bank has entered into a tie-up with:

* Infernational Cars and  Motors  Ltd.  (ICML) on
07-07-2009 for providing retail financing facilities for
the buyers of RHINO, their Multi Utility Vehicle which is
available in 5 models, with features of passenger car
and MUV.

* JCB (India) for financing entrepreneurs for purchasing
JCB machines and equipments.

* M/s Maruti Suzuki Ltd. on 24-07-2009, for financing
purchase of Maruti Suzuki Vehicles as preferred
financiers.

* M/s Mahindra & Mahindra for financing the borrowers
for purchase of new vehicles.

* Mahindra First Choice Ltd. for financing the purchase of
certified pre-owned cars.

COMPLIANCE DEPARTMENT

Considering the increasing complexities and sophistication
in the banking business, the Bank has set up a separate
Compliance Department headed by a Chief Compliance
Officer to oversee compliance function. The Bank has put
in place a Compliance Policy, in line with the RBI guidelines
on Compliance Function in Banks.

Major objectives of the Compliance Policy are:

» To ensure observance of statutory, legal and regulatory
guidelines.

* To ensure compliance with applicable standards and
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codes and also Bank's policies and standards.

» To assist the fop management in managing effectively
the compliance risk faced by the Bank.

* To assist in establishing a pro-active compliance risk
management culture, as an integral part of the Bank's
business activities.

Continuing with the Bank’s commitments and adhering fo
the high compliance standard, Compliance function is
being reviewed periodically.

RIGHT TO INFORMATION ACT, 2005

The Bank has implemented the relevant provisions of the
Act with effect fromn October 2005. The information related
to the Bank as stipulated under the Act is displayed on the
Bank’s welbsite.

The Appellate Authority for the Bank under the Act and the
Public Information Officers [PIOs] at various levels have
been designated. The Bank has clearly spelt out the roles
and responsibilities at different levels under the Act.

As directed by the Parliamentary Committee, the Bank
has constituted a Monitoring Committee at Apex level
to oversee the implementation of the RTl Act. During the
year, the Committee has reviewed the effectiveness of
implementation of the RTI Act in the Bank.

During the year, the Bank has disposed of allthe applications
and all appeals received, within the stipulated time.

INSPECTION AND AUDIT

The Bank has a well established Inspection Department
that examines the adherence to the systems, policies
and procedures of the Bank. The guidelines received on
various issues of internal control from Reserve Bank of India,
Government of India, Board and Audit Committee of the
Board have become part of the Internal Control System for
better risk management. Inspection Department through
its eight Regional Inspectorates carries out inspection of
branches / offices as per the periodicity decided by the
Audit Committee of the Board and examines adherence
to such systems of internal control and risk management
(including various aspects of KYC/AML efc.). The Bank has
a well articulated Internal Audit Policy in place.

Risk Based Infemal Audit Report (RBIA) is the most
comprehensive feedback to the Management about
the degree of compliance of the Bank’s norms at the
operational level as also RBI / Government guidelines, and
hence, the most important tool for exercising control.

All'the Branches are covered under RBIA. Assessment of the
level of risk and its directions is as per risk mattrix prescribed
by Reserve Bank of India which helps the Management in
identifying areas of high risk requiring attention on priority
basis.

In 2009-10, 2160 RBIAs of the domestic branches were
carried out. RBIA of functional departments at Corporate
Office / Head Office is also conducted. In addition,
various other inspections / audits are also carried out by
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the Bank such as Portfolio Audit of functional departments
(expenditure portfolio), credit audit of large borrowal
accounts, compliance audit to ensure compliance
functions, revenue audit, special audits etc. The concurrent
audit of the Bank covered 410 branches including
International Division, Treasury and Funds Management.
Concurrent audit covers more than 67% of deposits and
72% of advances, as against prescribed RBI limits of 50%
of deposits and 50% of advances besides 100% of FOREX
dealings and domestic investments.

In view of the Bank working on a fully centralized platform,
offsite monitoring of the day to day transactions is put
in place at Head Office to compliment the traditional
supervisory process to get early warning signals in sensitive
areas of concern and to take corrective action wherever
required.

INTERNAL CONTROL AND VIGILANCE

Vigilance administration is an important part  of
management function, adimed at improving the efficiency
and effectiveness of the organization. Investigations are
conducted expeditiously and disciplinary proceedings
are ensured wherever frauds or vigilance angle is involved.
During 2009-10, 201 vigilance cases were disposed of.

Vigilance Awareness Week was observed in the Bank
from 03-11-2009 to 07-11-2009 in a befitting manner.
On this occasion, a Souvenir was brought out contfaining
messages from CVC, CMD, EDs & CVO and articles from
the staff on preventive vigilance aspects. The Souvenir
was released by the Chairman & Managing Director on
23-02-2010.

Stress is being laid on preventive vigilance by initiating
preventive vigilance studies at branches, conducting
Preventive Vigilance Training Programmes at SIBM & other
Training Centres of the Bank and constitution of Preventive
Vigilance Committees at the branches with a view to
ensuring  strict adherence to systems and procedures.
During the year under review, Preventive Vigilance Exercises
were conducted at 151 branches and Surprise Verification
of goods hypothecated to Banks was conducted in 119
accounts covering 77 branches.

A two day fraining programme on “Public Procurement”
was organized at Training Centre Bangalore on
23-12-2009 and 24-12-2009, specially for the benefit of
officers at ROs and other functional departments at Head
Office/Corporate Office, who are involved in procurements
of goods, works and in engaging consultants. The
programme was conducted by Sri R. Radhakrishnan, Ex-
General Manager, RBI, Ex-CVO and Chief General Manager
of SBI. Sri Basanth Seth, the Chairman & Managing Director
also addressed the participants.

A one day Workshop for the Investigating Officials of the
8 Vigilance Units situated at various centres for updating
their knowledge and a 3 day on-the-job fraining fo the
new incumbents at the Vigilance Units was organized from
29-07-2009 to 31-07-2009.
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SECURITY

The ISO 9001:2000 Certified Security Department is
proactively providing effective and efficient security in
accordance with the Bank’s Policy as also RBI directions.
In the backdrop of ever-changing security scenario, the
Dept. is keeping pace with complexity of systems, speed
of change in doing business and evolving regulatory
requirements.

As part of ongoing process of strengthening Security, 435
CCTVs and 18 Global Positioning Radio Systems were
installed in identified risk prone Branches and Cash Vans
respectively.

Out of 27 cases of crimes reported against the Bank
branches, there were only 2 incidents of armed robbery
at Ghaziabad - Vaishali & Koparkhairane Branches and
one case of theft. All other cases were foiled due to
effectiveness of Security safeguards put in place.

SYNDBANK SERVICES LTD.

SyndBank Services Limited (SBSL) was incorporated under
the Companies Act, 1956 on 25-01-2006, as a wholly
owned subsidiary of SyndicateBank, with an Authorized
Capital of Rs. 10 crore and paid up capital of Rs. 25 lakh
to extend back-office services to SyndicateBank, its clients
and other Financial Institutions.

During the curent financial year, the Company has

undertaken the following activities:

1. Follow-up of iregular retail loans and delinquent credit
cards of the Bank by sending Notices, SMS Message
and tfele calling.

2. Pre-shipment testing of computer hardware procured
by SyndicateBank, RRBs sponsored by SyndicateBank
and other Banks.

3. Creation of comprehensive database for tracking
beneficiaries of Education Loans to maintain asset
quality.

4., Dispatch of mailers to cross-sell various products of the
Bank.

5. Card personalization services for SyndicateBank.

6. Sending SMS messages to Clients of Exchange
Companiesin Oman (having tie-up with SyndicateBank)
for their outward remittances through CMS, Mumbai
Branch of SyndicateBank.

7. Fiing of quarterly TDS retums 24Q and 26Q with the
IT authorities on behalf of the branches in Bangalore
City.

SBSL has its own website with URL

http://www.syndbankservices.in
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SBSL, a profit making company, is consistently improving its
revenues and the bottom-line. Its performance during the
last three years was as under:

(Rs. in lakh)
Particulars March 08 March 09 March 10

Authorized Capital 1,000 1,000 1,000
Paid Up Capital 25 25 25
Reserves & Surplus 39 108 203
Fixed Assets (Net) 5 5 4
Total Income 115 161 250
Profit Before Tax 51 102 143
Profit After Tax 34 70 94

CHANGES IN THE BOARD

Shri Basant Seth was appointed as Chairman & Managing
Director of the Bank w.e.f. 31¢' August 2009. Shri M. Bhaskara
Rao, Shri AR Nagappan and Shri Bhupinder Singh Suri were
re-elected as directors representing shareholders w.e.f.
27™ June 2009 for the second term.

Shri M. Deena Dayalan, Government Nominee under
Section 9(3)(b) of the Banking Companies (Acquisition
and Transfer of Undertakings) Act, 1970/1980 demitted
office on 28™ February 2010 on attaining the age of
superannuation. Shri Dinkar S. Punja, Director representing
Officer employees and Shri Suresh Kumar Rustagi, Director
representing Worknen completed their ferm on 15
September 2009 and 2" January 2010 respectively.

Shri Kawaljit Singh Oberoi and Ms. Shobha Oza,
Govemnment Nominee Directors under Section 9(3)(g) and
9(3)(h) respectively, of the Banking Companies (Acquisition
and Transfer of Undertakings) Act, 1970/1980 completed
their term on 15" January 2010.

DIRECTORS’ RESPONSIBILITY STATEMENT

The Directors, in preparation of the annual accounts for

the year ended March 31, 2010, confirm the following:

* That the applicable accounting standards have been
followed in the preparation of annual accounts, along
with proper explanation relating to material departures,
if any.

* That the accounting policies, framed in accordance
with the guidelines of the Reserve Bank of India, were
consistently applied.

* The reasonable and prudent judgments and estimates
were made so as to give a frue and fair view of the
state of affairs of the Bank at the end of the financial
year and of the profit or loss of the Bank for the year
ended March 31, 2010.

* That proper and sufficient care was taken for the
maintenance of adequate accounting records in
accordance with the provisions of applicable laws
governing banks in India for safeguarding the assets of
the Bank and for preventing and detecting fraud and
other iregularities.

* That the annual accounts have been prepared on a
“going concern” basis.
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