SBI COMMERCIAL AND INTERNATIONAL BANK LTD.

DISCLOSURE UNDER PILLAR III (MARKET DISCIPLINE) 

FOR THE FINANCIAL YEAR ENDED 31.03.2010
TABLE DF-1: SCOPE OF APPLICATION
CAPITAL OF SUBSIDIARIES NOT CONSOLIDATED:

Qualitative Disclosures:

The Bank has no subsidiaries.

Quantitative Disclosures:
The Bank has no subsidiaries.

_____________________________________________________________________

TABLE DF-2 : 
CAPITAL STRUCTURE

Qualitative Disclosures:

(a) Summary information on the terms and conditions of the main features of all capital instruments, especially in the case of capital instruments eligible for inclusion in Tier 1 or in Upper Tier 2.
	Type of Capital
	Features

	Equity (Tier-I)
	Shares issued to

SBI (100%)

Public (--%)  -- Nil

Others (specify) (--%)   -- Nil

	Innovative Instruments

(Tier-I)
	Perpetual Debt Bonds -- Nil
Others (specify name) – Nil

	Tier-II
	Subordinated debt Instruments like

Unsecured, redeemable, non-convertible bonds  -  Nil
Others (if any, specify)  --- General Provisions
Is unconditional Put / Call

Option embedded:                 

Period ranges from: ….. months to …..months

(here indicate the lowest period to the longest period of the Bonds issued)  -- N.A.


Quantitative Disclosures:

                                                                                                  (Rs. in Crores)

(b) Tier-I Capital







· Paid –up Share Capital


:
100.00

· Reserves




:  
  28.61
· Innovative Instruments (only total)

:      
    --

· Other Capital Instrument (only total)

:               --

· Amt deducted from Tier-I Cap (if any-total)
:               --
TOTAL


              

128.61
(c ) Total Eligible Tier -2 Capital (Net of deductions)
                

    3.44
       [refer (d) and (e) below]  
(c.i) Total Tier- 3 Capital (if any)



     

     ----

(d) Debt Capital Instruments eligible for inclusion in Upper Tier-2 capital:

· Total Amt outstanding


            

     ----

· Of which Amt raised during Current year
 

     ---- 

· Amount eligible to be reckoned as Capital 
 

     ----

(e) Subordinated Debt eligible for inclusion in Lower Tier-2 Capital:

· Total Amt Outstanding


     

      ----

· Of which Amt raised during current year


      ---- 

· Amt eligible to be reckoned as Capital


      ----

(f)  Other Deductions from Capital if any




       ----
(g) Total Eligible Capital (excluding what is deducted from Tier I Capital)
  132.05
    [Should equal Total of (b), (c) and (c.i) minus (f) if any.]   -- 

TABLE DF-3

CAPITAL ADEQUACY

Qualitative Disclosures:

(a)  A summary discussion of bank’s approach to assessing the adequacy of its capital to support current and future activities.
Indicate:

· ICAAP Policy has been put in place



:  
Yes

· Capital requirement for Current Business levels and

estimated future business levels (say three years or more)

has been made





: 
Yes

· CAR has been worked out based on Basel-I and Basel-II

guidelines (revised guidelines) and CAR is estimated to be  

above the Regulatory Minimum level of  9%


: 
Yes 

Quantitative Disclosures:

(Rs. in Crores)

(b) Capital requirements for credit risk:   


Portfolios subject to standardised approach

:            33.91

Securitisation exposures




:              ----

(c) Capital requirements for market risk:


Standardised duration approach



:              6.72 
                   - Interest rate risk      --       Rs.  0.13                                     

                   - Foreign exchange risk --  Rs.  1.35

                   - Equity risk --                     Rs.  5.24              

(d) Capital requirements for operational risk:


Basic indicator approach




:              2.89










 ______
Total Capital Requirement at Regulatory minimum level of 9%
:             43.52









             ______

(e) Total and Tier 1 capital adequacy ratio 

     : Total CAR        :   27.31%     

(estimated at capital level of Rs. 132.05 cr and Tier -1   : CAR (Tier-1)    :  26.60%   

capital of Rs. 128.61  cr as per Table 2 above)      

TABLE DF-4

CREDIT RISK: GENERAL DISCLOSURES: (INCLUDING EQUITIES):

Qualitative Disclosures:

(a)  The general qualitative disclosure requirement  (in terms of Paragraph 10.13 of RBI’s latest guidelines on Basel-II norms) with respect to credit risk.

· Definitions of “Past Due” and “Impaired Assets”

      (Whether the extant RBI instructions for definitions 

      of these categories for accounting purposes is being 

      followed or not)





     : 
Yes 

Discussion of Bank’s Credit Risk Management Policy: 

· Bank has a proper Credit Risk Management Policy

        : 
Yes 

· Bank has a Loan / Credit policy which is periodically reviewed    : 
Yes 

· The above policies take into account the need for better Credit

 
Risk Management and avoidance of Risk Concentration  
        : 
Yes 

· Exposure limits for Single Borrower, Group Entities, 

      Categories of borrowers, Specific Industry /Sector etc.

       have been stipulated





        : 
Yes                     
(Except Specific Industry/Sector)                              

      Specific Norms and policy for Appraising, Sanctioning,

      Documentation, Inspections and Monitoring, Renewals,

      Maintenance, Rehabilitation and Management of Assets

      have been  stipulated, with sufficient leg room for 

      Innovation, Deviations, Flexibility with proper authority               : 
Yes










TABLE DF-4 contd

Quantitative Disclosures:

b) Total Gross Credit Exposures (Fund-Based and Non-Fund based separately), without taking into account the effect of Credit Risk Mitigation techniques, e.g. Collaterals and Netting








(Rs. in Crores)

	EXPOSURE
	AMOUNT


	TOTAL



	FUND-BASED
	LOANS & ADVANCES
	207.98
	325.38

	
	OTHERS (SPECIFY), if any *
	117.40
	

	NON-FUND-BASED
	LCs, BGs, etc.
	22.54
	305.51

	
	FORWARD CONTRACTS etc.
	215.95
	

	
	OTHERS (specify) **
	67.02
	

	INVESTMENTS

(Banking Book only)
	
	232.56
	232.56

	GRAND TOTAL OF CREDIT RISK EXPOSURE
	863.45


* Details of Other Fund Based Exposure as per Annexure I 

** Details of Other Non-Fund Based Exposure as per Annexure II (including outstanding of unutilized limits as well as other items in respect of which bank is contingently liable).

c) Geographic Distribution of Credit Risk Exposure:

· DOMESTIC



: 
863.45
· OVERSEAS



: 
   ----

d) Industry Type Distribution of Exposures, 

: As per Annexure III A & III B
    Fund-based and Non-Fund-based separately: 
:
(e) Residual Contractual Maturity Break Down of 
: As per Annexure IVC & IVD
      Assets & Interest Rate Sensitivity 

: 

                                                                         (Rs. in Crores)

(g) Amount of Gross NPAs





· Substandard   



0.60
· Doubtful- 1




0.46
· Doubtful-2




1.26
· Doubtful-3




0.36
· Loss




0.59

------
TOTAL




3.27






------
(Total of these sub items should be equal to Gross NPAs.)

TABLE DF-4 contd

                                                                   (Rs. in Crores)

(h) Net NPAs






Rs.  Nil
(i) NPA Ratios

· Gross NPA to Gross Advances


:  
1.57%

· Net NPA to Net Advances            


:   
*0%
(j) Movement of NPAs(Gross)



 

· Opening Gross NPA
(01.04.2009)



4.61
· Additions to Gross NPAs




0.61
· Reductions to Gross NPAs




1.95
· Closing Balance of Gross NPAs (31.03.2010)

3.27
(to tally with “g” above)

(k) Movement of NPA Provisions: 

· Opening Balance of NPA Provisions 



4.38
Held (01.04.2009)



· Provisions made during the period



0.45
· Write-offs during the period




0.91
· Write-back of excess provisions during the period

1.04
· Closing Balance of NPA Provisions (31.03.2010)

2.88
(l) Amount of Non-performing Investments (gross) 


3.68






(m) Amount of Provisions held for NP Investments 


**5.55







(n) Movement of Provision for Depreciation on Investments





· Opening Balance of Prov for (01.04.2009)


6.29
Depreciation



· Provisions during the period




0.01
· Write offs- during the period




0.75
· Write back of excess provisions during the period

0.00
· Closing Balance of Provisions for (31.03.2010)

5.55
Depreciation

 * Net NPA percentage at the end of March 2010, i.e. Nil is arrived at netting off Floating Provision from Gross NPAs in terms of RBI guidelines in this regard contained in their Circular DBOD.No.BP.BC.33/ 21.04.048/2009-10 dated August 27,2009.
** Includes an amount of Rs. 1.87 crores in respect of a CDR approved package, which has since been upgraded to Standard Assets.
TABLE- DF-5
CREDIT RISK: DISCLOSURES FOR PORTFOLIOS SUBJECT TO STANDARDISED APPROACH:

Qualitative Disclosures:

State whether External Credit Rating 
: External Credit Rating Agencies have                            
Agencies have been approved for the 
: been approved. 
                                                                       : Names of the agencies are

purpose and if so the names of the ECRAs
:CARE, CRISIL Ltd, FITCH India and :ICRA Ltd

If not yet approved, reasons therefor and
: N.A.

proposed action to be indicated briefly 

(a) For Portfolios under Standardised Approach:

· Names of ECRA s used : FITCH, ICRA, CRISIL & CARE

· Reasons for any changes: N. A.

· Types of exposures for which each agency has been used: 

	Name of the Agency
	Type of Exposure 
	Rating Assigned

	Credit Analysis & Research Ltd.
	Cash Credit/Term Loan
	CARE – A/PR2/BBB+

	Fitch Rating 
	Cash Credit /Term Loan
	FITCH – A(Ind),F1

	ICRA
	Term Loan
	ICRA – LA, A IND

	CRISIL
	Cash Credit/Term Loan
	BBB/B+


· Description of the process used  to transfer public Issue ratings into comparable Assets in the Banking Book: - Nil
Quantitative Disclosures:

For exposure amounts {as defined for Disclosure in item (b) of Table-DF-4}, after Risk Mitigation subject to Standardised approach, amount of outstanding (rated and unrated together) in the following three Risk buckets as well as those that are deducted, if any:

· Below  100 % Risk Weight  :
  
  562.74 

· @100% Risk Weight:      :
    
  283.08 

· More than 100% Risk weight
:
    14.75 

· Amount Deducted, if any
:
      2.88  (Provision on NPAs)

TABLE DF-6

CREDIT RISK MITIGATION: DISCLOSURES FOR STANDARDISED APPROACH:

Qualitative Disclosures:

(i) Policies and Processes for, and an indication of the extent to which the 

Bank makes use of, on-and off-balance sheet netting;
· Has Credit Risk Mitigation and Collateral Management Policy

been put in place:                      




:   Yes

· Whether the policy provides for policies and procedures for 

Collaterals that can be accepted, method and frequency of 

their valuation and management




:   Yes

(ii) List of Main types of Collaterals taken by the Bank:

· Financial Collateral:

1. Cash, Bank Deposits, CDs etc. 

2. Government Securities

3. NSCs, IVPs, etc. 

4. LIC Policies restricted to their surrender value 

· Guarantor & Counter Parties: 

1. Individuals 

2. Corporates- private sector

3.Other third parties of acceptable worth

· Other Non-Financial Collateral:

1. Book Debts/ Receivables:

2. Mortgage of Land and building

3.Others (specify) :- Stocks, Plant & machinery , Shares

TABLE DF-6 contd

Quantitative Disclosures:
(i) For each separately disclosed credit risk portfolio the total exposure (after, where applicable, on-or off balance sheet netting) that is covered by eligible financial collateral after the application of haircuts is as under:
(Rs. in Crores)

	Financial Risk Mitigants
	Outstanding Amount of Risk
	Risk Concentration %

	1 Cash & Bank Deposits
	2.80
	59.19 %

	2 LIC
	0.24
	5.16%

	3 KVP/NSCs/IVP
	0.02
	0.52%

	4 Margin Money from LC/BG
	1.66
	35.13%

	TOTAL
	4.72
	100.00%


(ii) For each separately disclosed portfolio the total exposure (after, where applicable, on- or off-balance sheet netting) that is covered by guarantees/credit derivatives (whenever specifically permitted by RBI) - Nil.
TABLE-DF-7

SECURITISATION EXPOSURES: DISCLOSURE FOR STANDARDISED APPROACH

	
	

	Qualitative Disclosures :
	

	(a) The general qualitative disclosure requirement with respect to securitisation including a  discussion of :

· the bank’s objectives in relation to securitisation activity, including the extent to which these activities transfer credit risk of the underlying securitised exposures away from the bank to other entities;

· the nature of other risks (e.g. liquidity risk) inherent in securitised assets:

· the various roles played by the bank in the securitisation process (for e.g. originator, investor, service, provider of credit enhancement, liquidity provider, swap provider@, protection provider#) and an indication of the extent of the bank’s involvement in each of them;

· a description of the processes in place to monitor changes in the credit and market risk of securitisation exposures (for e.g. how the behaviour of the underlying assets impacts securitisation exposures as defined in para 5.16.1 of the Master Circular on NCAF dated July 01, 2009).

· a description of the bank’s policy governing the use of credit risk mitigation to mitigate the risks retained through securitisation exposures;


	----------------NA---------------------

	(b)  Summary of the bank’s accounting policies for securitisation activities, including :

· whether the transactions are treated as sales or financings;

· methods and key assumptions (including inputs) applied in valuing positions retained or purchased 

· changes in methods and key assumptions from the previous period and impact of the changes;

· policies for recognising liabilities on the balance sheet for arrangements that could require the bank to provide financial support for securitised assets.


	----------------NA---------------------


TABLE-DF-7

SECURITISATION EXPOSURES: DISCLOSURE FOR STANDARDISED APPROACH

	(c)  In the banking book, the names of ECAIs used for securitisations and the types of securitisation exposure for which each agency is used.
	----------------NA---------------------

	Quantitative Disclosures Banking Book:
	

	(d) The total amount of exposures securitised by the bank.
	----------------NA---------------------

	(e)  For exposures securitised losses recognised by the bank during the current period broken by the exposure type (e.g. Credit cards, housing loans, auto loans etc. detailed by underlying security) 
	----------------NA---------------------

	(f) Amount of assets intended to be securitised within a year
	----------------NA---------------------

	(g) Of (f), amount of assets originated within a year before securitisation.
	----------------NA---------------------

	(h) The total amount of exposures securitised (by exposure type) and unrecognised gain or losses on sale by exposure type.
	----------------NA---------------------

	i) Aggregate amount of :

· On-balance sheet securitisation exposures retained or purchased broken down by exposure type and

Off-balance sheet securitisation exposures broken down by exposure type
	----------------NA---------------------

	(j)

· Aggregate amount of securitisation exposures retained or purchased and the associated capital charges, broken down between exposures and further broken down into different risk weight bands for each regulatory capital approach

· Exposures that have been deducted entirely from Tier 1 capital, credit enhancing I/Os deducted from total capital, and other exposures deducted from total capital (by exposure type).
	----------------NA---------------------

	Quantitative Disclosures : Trading Book
	

	(k) Aggregate amount of exposures securitised by the bank for which the bank has retained some exposures and which is subject to the market risk approach, by exposure type.
	----------------NA---------------------

	(l) Aggregate amount of :

· On-balance sheet securitisation exposures retained or purchased broken down by exposure type and

· Off-balance sheet securitisation exposures broken down by exposure type.
	----------------NA---------------------


TABLE-DF-7

SECURITISATION EXPOSURES: DISCLOSURE FOR STANDARDISED APPROACH

	Quantitative Disclosures : Trading Book
	

	(m)  Aggregate amount of securitisation exposures retained or purchased separately for :

· Securitisation exposures retained or purchased subject to Comprehensive Risk Measure for specific risk; and 

· Securitisation exposures subject to the securitisation framework for specific risk broken down into different risk weight bands.
	----------------NA---------------------

	(n) Aggregate amount of :

· The capital requirements for the securitisation exposures, subject to the securitisation framework broken down into different risk weight bands.

· Securitisation exposures that are deducted entirely from Tier 1 capital, credit enhancing I/Os deducted from total capital, and other exposures deducted from total capital (by exposure type).
	----------------NA---------------------


@ A bank may have provided support to a securitization structure in the form of an interest rate swap or currency swap to mitigate the interest rate/currency risk of the underlying assets, if permitted as per regulatory rules.

# A bank may provide credit protection to a securitization transaction through guarantees, credit derivatives or any similar product, if permitted as per regulatory rules.

Note :- Bank has no securitized exposure and policy.

TABLE DF-8

MARKET RISK IN TRADING BOOK

Qualitative Disclosures:

(a) The general qualitative disclosure requirement (paragraph 10.13) for market risk including the portfolios covered by the standardized approach.
(i)  Market Risk Management Policy has been framed and put in place :    Yes


ii) Trading Policy with Risk monitoring & mitigation measures 

      is in place
  






      :
Yes

(iii) MRMC has been constituted     




      :     Yes 

(iv) Standardised Duration Approach is applied for calculation of Market Risk for:

· Securities under HFT category



Yes

· Securities under AFS category



Yes 

· Derivatives entered into for AFS securities
            N.A
· Derivatives entered into for Trading


N.A
(v) Risk Management and reporting is based on parameters 

      such as Modified Duration, PVO1, Exposure and Gap Limits, 

      VaR etc, in line with the global best practices



Yes


(vi) Risk Profiles are analysed and mitigating strategies / 

      hedging processes are suggested by the Mid-Office. 

     Their effectiveness is monitored on an on-going basis


No







(vii) Forex Open Position limits (Daylight / Overnight), 

       Deal-wise cut-loss limits Stop-loss limit, Profit / Loss

       in respect of Cross Currency trading are properly monitored

        and  exception reporting is regularly carried out


Yes

(wherever applicable)
Quantitative Disclosures:

(b) The Capital Requirement for                    



(Rs. in Crores)

· Interest Rate Risk





:              0.13     

· Equity Position Risk





:              5.24
· Forex Risk






:              1.35

                                                                                                                 ---------

                                  TOTAL                                                                      6.72








                         ---------

TABLE  DF-9

OPERATIONAL RISK

Qualitative Disclosures:

· Operational Risk Policy is in Place



: Yes

· RCSA has been/is being rolled out to Zones/ Branches/

            other relevant offices





: Yes 

· ORMC has been constituted




: Yes 

· Disaster Recovery Policy & Business Continuity Plan

            have been put in place




: Yes

· Risk Reporting Design and Frame work for Operational

            Risk has been finalised




:  No

· Operational Risk Capital Assessment has been worked out : Basic Indicator

on the basis of
:  Approach

Quantitative Disclosures:

Capital Charge on Operational Risk 

               
:              2.89 

_____________________________________________________________________

TABLE DF-10

INTEREST RATE RISK IN BANKING BOOK (IRRBB)

Qualitative Disclosures:

Change in Bank’s Net Interest Income (NII):

· Indicate whether NII is measured as 

per ALM guidelines of RBI using 

Traditional Gap Analysis method or not.               :  Yes

· Indicate whether Earning at Risk (EaR) 

is arrived at under the above analysis or not.        :  Yes

· Change in Bank’s Market Value of Equity (MVE)  :  Yes

(Indicate whether the impact of change in Interest Rates on MVE is measured using Duration Gap Analysis method as per RBI guidelines.) 

Quantitative Disclosures:

(i) Change in Net Interest Income (NII):

Indicate the likely increase / decrease in NII, in rupees crores, at the present level of Assets and Liabilities, for a 1% (assuming parallel change on both Assets and Liabilities) movement in Interest Rate. 

On the basis of our study on Interest Rate Risk, we have arrived at the Earnings at Risk (EaR) as on 31.03.2010 for a period of next 1 year as follows:

EaR = Cumulative Gap up to one year X  (adverse) change in interest rates. 

The Bank has fixed a ceiling of 5% in percentage terms and an alternate ceiling of Rs.50.00 lakh in absolute terms on EaR for 1% change in the interest rate for a time horizon of 1 year.

This means that with the present level of our assets / liabilities, NII is likely to increase by Rs.0.38 crore or 3.07% in percentage terms, if there is a downward movement in interest rate by 1% (assuming parallel interest rate change on both assets and liabilities). On the other hand, if there is an upward movement in interest rate by 1% (assuming parallel interest rate change on both assets and liabilities), NII is likely to decrease by Rs.0.38 crore or 3.07% in percentage terms.

The ALM policy stipulates that with a change in interest rates by 1%, the impact on Net Interest Income (NII) should not exceed the prudential limit i.e. 5% or Rs.50.00 lakh in absolute terms.  As on 31.03.2010, actual level of impact on NII is within prudential level. 

(ii) Change in Market Value of Equity (MVE): 

Indicate the likely change in MVE, in rupees crores, for a 1% change in Interest rate.

	[I]Change in Bank’s Market Value of Equity (MVE) based on whole Balance Sheet data.

(The impact of change in Interest Rates on MVE measured using Duration Gap Analysis method as per RBI guidelines dated 17.04.2006)
	Yes 

(please refer point I below)

	[II]Change in Bank’s Market Value of Equity (MVE) based on Banking Book data only.

(The impact of change in Interest Rates of MVE as per RBI guidelines dated 26.03.2008
	Yes

(please refer point II below)


[I] As on 31.03.2010, Bank has carried out Duration Gap Analysis to estimate the impact of change in interest rate on the Bank’s assets and liabilities. Taking the whole Balance Sheet into account, Market value of Equity (MVE) will increase / decrease by Rs. 6.84 crores or 5.32% in percentage terms, if there is upward / downward movement in interest rate by 1%.

[II] Taking only Banking Book exposure into account, Market value of Equity (MVE) will increase / decrease by Rs. 6.53 crores or 5.07% in percentage terms, if there is upward / downward movement in interest rate by 1%.
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