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The much awalbed resulls of the |&sl financial year came

ug. As nas becomsa usdal, the inveslars did not respond
(Fai] E'I'I"IIJ!IES-‘IIEE":.- and e shane prices lumibbad hEE'-I|:|-'
despite postng hestorically the highest profl of Rs. 14105/
ohores al a ot rate of 30.5% YOY. Our IJEFII'.'IBHS graw &l 15.24% and
advances grew al 20.70 % improving the Credit Deposil ratio from 78.51% o 8242
Y. On the athar side owr operaling panadil fell |.'l!|' 1.56%. relurm on EI'.‘|IJI1:|- gacreased
from 16.05% o 15.94%, Gross NPA Increased Trom 4.44% 10 4.75%:, med NPA
incrgased fram 1.82% 1o 2.90% YOY. NFAzs of mose than 4000 crores wens
upgraced ol which Ra.1132i-crores were by cash recovery slona, Resiruciunng had
o be done in poveeEr, glees and pharma saclar b allow the indusines reasonable
ﬂ1‘.'||.'|l:||1.|.ll'l||.:" o tackla larngar ary 1sguas wihich can I:‘f'IEI'II':‘lE' nexd finsncial, r"‘."aﬂﬁl:-'a":.rlt
i=a mixed bag. Bul mostof he related figenes for quarter end showed improvernsnt
an December guarter, Thal lesds uwe bo beliayve [hal thea I-l.'\v:'.'--""E'I.rI'-||\':|r'I|Z e er B Thie
'.hmg-a will ok up in thea caming Lmes. EIJ"ﬂ'I"IE-:?'Igh' the SBI share value tanked
r'IEEI'|:|I B, tha h-ghEE-‘. fora l:lE:.- gance Manch 2011, andead |'.‘-'§|' lhe 'g'Er'IEIE| devaniunm af
shane marke! lualled oy -'=ill'.'|E|E| considerationa. It s reportad that we Rhawve [oal T'IEEIH}'
a L|IJEI'|E'T of pur marksl vales and ICIHCI and HOFC hawve l='|E|I'H‘.'iT 6% and 48%
rEEI}EUﬁ'-Eh'. dur-ﬂg P.pril 2011 1o Mﬂ.}' 2013, While erosion of marke] vales i3 &
SEMROUE CONCEM, we have 10 lake haarl thal he fundamsentals are g3 8Erong as ever
and an ugwand 1urm in aconomy willl EE'I'|E|I'I|!|' provide the needad boas] BT upwand
FaEion in shane prices,

Wi'e have been adwvised thal the LUFBU met the [BAon 23rd May afternoon on wage
negotiaton and look up the follewing Bsees.

1. WWape negoliation should be expedited in & lme bowmd manmner,

Z The number ol IE'|:II'I‘."EE'I"I|E|I'|'I‘.'E FIEI'III'.I[.'IEhr'Ig In the lalks with IBA neseds 10 be
revieded and revised

3. The procedure of discussson by IBAwith UBFU conslitvenis should not undengs
any change and the earler patlem 1o condines

4. Basadon UFBL'S letter o |BA, the compassionate grovund appomiment schame
shoukd be introduced af the earies! a5 it has bean already delayed inondinalaly.

3. The problerms faced by employeses and officers of Banks coverad by he
southern grid based claamng syslem should be resolved 10 aeoid unvaranisdg
risk 1o stafs and lorced working on holidays

g. 5 dayworking ehould be introduced at the earliest.
The [BAshould Intervena i the matier io normaligs indusirial relaionship n 81,

8. IBAshould isswe proper guidelines o Banks 1o advize the staf 1o stictly adhere
to KY'C norrme 8o thal the Banks and the statl do not become vulnerable a1 &
lather stage.

Thee pigxt rownd of discussion is Bely 1o ba held an 7 th June at |BA Cifice, Bumbel

The bank i going theough the process of promotions in vancus grades. \We are sune
the gqood works dong by the officers will be recognesed and the deserving will get the
rewands. We are sure a large nurmber of you will be promabed o higher grades. We

| wish all the candidates the very bast

~

We all only live once. 8o we are abli

ated to make pood use of the dme that we have and o do something

that is meaningful and satisfying. - Julian Assanpe




THE POINT OF IT ALL Mitali Saran

W hat we think of as "normal” is constantly evolving.
Somewhere along the line, it became normal for
people to priontise work at the expense of everything
else. It became normal to suffer a chronic shortage of
sleep becanse of long work hours and conference calls
scheduled in other ime zones. At some point, people
pcoepted that it 18 normal to sit in an office chair for
eight hours a day. We decided that careers are more
mmportant than relatonships. We don't think there's
anything odd about paying with our health for money,
and then using the money to tend to our health.

"It's work." is a non-negotiable reason to spend dinner
texting under the table, skip family events, and, most
of all, to avoid the difficult work of asking
uncomfortable guestions in the general vicinity of
"Who am [, what am | doing here. and what does it all

mean™.

Work lends purpose to life, and contributes to an
economic machine that we benefit from-but only up to
n point, At the end of the day here we are, marking time
until we turn to dust. What the hell to do with all the
long hours that are in fact so short? Evolving a system
of goal posts and rewards helps to enthuse people to do
things. Except that somewhere along the way, we've
lost sight of the point. The pomt is to make life more,
not less, enjoyable. Those of us who don't ask
gquestions will join the rat race and stay there. The rest
of us will be known as “losers”, and spend our lives
being made to feel bad for not matching the

eters defined as "success". [f we continue not to
feel bad about it. we will simply be ignored.

Someone | know jomed a company known for
creativity, mnovation and {antastic products. It was a
plum job with immense prestige and great pay. Three
vears luter he put in his papers: he never got more than
four hours of sleep, spent vast amounts of time on

mirplanes, and hed a boss from hell. He absolutely
hated his plum job.

| huve another friend who seems to have found a nice
balance between a satisfying work life and a creative,
soctal, love-filled personal life. He fits in overseeing
nine offices of a company he founded. spread over
several countries, with being a fantastic father to his
children, & wonderful husband to his wife, and a rock
solid friend to his fnends. He finds pleasure in both

work end his personal life, and has the energy and the

preternatural cheeriness to handle the stresses and
pitfalls. He's happy.

But this man is unusual. Most of us have limited energy,
limited emotional bandwidth, and limited capacity for
doing something difficult over a long period of time. The
majerity of average people push themselves beyond
what is reasonable for them, in an sttempt to emulate the
outhers. For women, this means the extra demands of
bearmg children and, despite a few exceptions where
men pitch in, also rmising them. In most countries women
also expect themselves to have spotless houses
gbundant tables, and maintamn ties with extended
families.

This doesn't sound like accomplishment or achievement
to me - it sounds bike a mightmare, or a form of
oppression. [t sounds like the surrender of calm and
contentment, the sur-render of a form of time that is
vastly underrated: free time.

This doesn'tapply to people who find hypersctivity to be
gemunely pleasurable. I'm talking about those who
experience their full and busy lives as a constant pressure
to perform in ways that may not have anything to do with
what they would have enjoyed doing. Those who find
that their bodies are breaking down under the stress of
sedentary or overactive lives, but cannot give up the
carrots of social approval for the benefit of good health.
Those who can't remember what sex or love is like.
Those who wake up at the end of their lives thinking: |
would have hiked to do something else. Technology has
physically liberated us from the office but at the same
time put us on a longer, more insistent leash of ringtones
and beeps.

A palliative nurse named Bronnie Ware wrote o book,
The Top Five Regrets of the Dyving. based on her
conversations with people at the end of their lives. The
two most common regrets were: 1) | wish I'd had the

courage to live a life true to myself, not the life others
expected ofme; and 2) I wish | hadn't worked so hard.

Almuost everyone has to work. Everyone has to die. Ask
the questions, answer them honestly, and make vour

choices. Maybe, at some point, happiness will be
normal.

Prublished i Mint




VIGILANCE MONSTER

R C PATRA

ORGANISING,SECRETARY
In our mythological story we read about monster
who is an imaginary figure having dreadful image. He is
not satisfied with minimum food and relishes torturing
innocent human beings without any reason. Sometimes he
might be doing some good by catching hold of nuisance
elements, killing them and, in the process, brought peace
in the area But, by and large, he remained a headache for
entire mankind. Every day, National and local daily News
papers are publishing about vigilance raid, CBI raid, CBI
investigation and Hon'ble Courts verdict on vigilance
matters in front pages. Itisa good sign to create awareness
among the people and to pin down the wrong doers. Many
prominent individuals and organisations like freedom fighter
and social activist-cum-reformist Anna Hazare, Arvind
Kejirwal and his Aam Aadmi Party, Baba Ramdev, Naveen
Patnaik, Narendra Modi and Nitish Kumar have been
continuing their crusade against corruption. There have
been stringent laws against corrupt and scamsters..
Involvements of top brasses have been coming to the
surface viz fodder scam, Hawla scam, Bellary mining
scam,Ketan parekh and stock market scam, Telgi stamp
paper scam, Harshad Mehta scam, Satyam scam, Bofor's
scam, Caolgate scam, common wealth scam, submarine
kickback, Adrasha housing project scam, IPL scam, 2G
Spectrum and recent Chopper purchase scam and Railgate
scam.Involvement from all section of peoples like politicians,
Bureaucrats, Builders, Defence personnel, Public sector
personnel, Private Sector personnel, Engineers, Doctors,
Private and public sector Bank personnel and Judiciary
personnel are being well-documented..

States are not far behind in comparison to the
infamous stride at National level in these aspects. Our State
Odisha has unabashedly made progress in this matter both
in committing corruption and fraud and also in nabbing and
exposing the involved persons. During present Government
Bureaucrats, Politicians, Police personnel, Doctors,
Engineers, Contractors, Builders, Mine owners and touts
are being caught by vigilance sleuths. Special courts, Fast
track courts have been set up for speedy disposal of these
cases. Common peoples are happy and satisfied as nobody,
however mighty he is, escape from the dragnet of
investigation agency. Confiscation of properties acquired
out of ill-gotten wealth by Fast track Court and Vigilance
Court is another milestone of present era. Even people of
past those who misused power during their incumbency
have been brought to vigilance ambit...

Our Banking Industry has not been lagging much
behind above board as far as vigilance cases are concerned.
Cobrapost exposure has painted black in face of banking
industry. Last five years we have been observing more
vigilance cases framed against banking personnel. Our bank
State Bank of India has not escaped the deplorable trend...
More and more people are coming under its scrutiny due
to accounts turning into NPA. ATM related problems,
FAKE PATTA, KCC/ AGRI LOANS, TRACTOR
LOANS, HOUSING LOANS and irregularities in various
LOANS. We have a vigilance department exclusively
dealing with this matter. Its role is to appraise the higher
authority on any mistake happening in any Branch/
Establishment/Circle. The department follows the guidelines
of Central Vigilance Commission (CVC). The department
issues circular and guidelines from time to time for its
employees for enlightening them from refraining from some
practices and as such, facilitate smooth running of bank
works. Anybody violating Bank's extant norms are coming
under its scrutiny and any omission and commission done
by him will be penalized in due course.

After visualizing the present growth and causalities
in Vigilance and CBI cases in our Bank, it puzzles our
mind that whether the integrity of present employees are
doubtful or our employees are not very much acquainted
with work culture of present computer environment or they
are not properly trained or they are succumbing to
compulsion of higher authorities or ambitious or they are
not able to co-op with work pressure or shortage of man
power or lax in control and scrutinize process. Whether it
is possible that the employees work in vigilance department
not well conversant with the process or the attitude of
higher authorities changed vis-a-vis earlier decision taking
authorities. Some black sheeps are responsible for the
‘Damocles sword" hanging over entire work force.

Keeping a safe distance from vigilance monster
we must imbibe the proverb “A stitch in time saves
nine". If we do not obey the traffic rules will face the
accident. Never work in pressure or without any black
and white order. Stick to the circular instructions and do
not be more pro-active. Take the valuable advice from
experienced senior colleagues who have deep knowledge
in the relevant matter. Do not hesitate to learn where age
is no bar. Never give patronage to employees engaging in
fraudulent activities rather be a whistle-blower. Many
hurdles may come in your work but try to defy that or
come over that. Those are brave who can only swim in
troubled water. Keep your temptation under control
otherwise will be easy prey for vigilance monster.

Edifice of Association/Federation stands on probity, fraternity and unity.
Our unity long live
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IMPORTANT JUDGEMENT IN NPA
MANAGEMENT

SARFAESI Appeals can be filed only in DRT’s
whose jurisdiction secured property is situated

Of late, there is a growing trend among the
borrowers/guarantors to challenge the proceedings
initiated by our Bank under the provisions of the
Sarfaesi Act before the Ld.DRT’s. As a consequence
of this, the number of Sarfaesi Appeals filed against
the Bank in different DRT’s, HC’s and Civil Court are
showing a steep upward movement. Though the
jurisdiction of the civil courts are being ousted through
Section 34 of the Sarfaesi Act, instances of issue of
exparte - stay orders by civil courts are also not
uncommon. Adding more worries, the borrowers/
guarantors are also going for “forum shopping” by filing
Sarfaesi Appeals before various DRT’s citing various
causes of actions as per their convenience.

Amidst of such concerns, an important
judgement of the Hon’ble High Court of Delhi is of
much significance and relief to us in dealing with the
Sarfaesi Appeals. The Hon’ble High Court of Delhi
has held in Amish Jain vs ICICI Bank Ltd1 that
borrowers can file Sarfaesi Appeals only before the
DRT within whose jurisdiction the property/secured
assets against which the Sarfaesi action is taken is
situated and in no other DRT.

In the aforesaid case, the borrower filed Writ Petition
against the order of DRT dismissing the Sarfaesi
Appeal filed by him for the reason that it has no
jurisdiction to entertain the Appeal. While the case
came up for hearing, the Hon’ble High Court of Delhi
constituted Full Bench to decide the following
jurisdictional issue:-

“whether the Appeal under S.17 of the Sarfaesi
Act can be filed not only in DRT having jurisdiction
where the mortgaged property is situated but also in
DRT having jurisdiction where the branch of the Bank
which has disbursed the loan is situated as well as in
all DRTs which would have jurisdiction in terms of S.19
(1) of DRT Act”.

The main contention of the borrower/petitioner
is that Sarfaesi Appeal can be filed where the
authorized officer of the Bank is situated. The
borrower/petitioner further contended that the appeal
can be filed before the DRT having jurisdiction

wherever the cause of action wholly or in part has
accrued.

After analyzing the various legal provisions
underlining the right of appeal provided to the
borrower/aggrieved party under the Sarfaesi Act, the
Hon’ble Court observed that the right of appeal under
S.17(1) of the Act is only against measures under
S.13(4) of the Act and not against notice under S.13(2)
of the Act. In order to take possession of the secured
assets, the Bank needs to approach the Chief
Metropolitan Magistrate or District Magistrate having
jurisdiction over the assets where the secured asset is
situated. The jurisdiction to entertain an appeal against
such action will be of the DRT having jurisdiction over
the area where the secured asset is situated and over
the area whose the Chief Metropolitan Magistrate or
District Magistrate has been approached for so taking
over the secured assets.

The Hon’ble High Court further observed that
while dealing with the appeal, if DRT finds that the
measures taken under S.13(4) are not in accordance
with the Sarfaesi Act and Rules, the DRT is authorized
to declare such measures to be invalid and restore the
possession of the secured assets to the borrowers.
The DRT having no jurisdiction over the Chief
Metropolitan Magistrate/District Magistrate would
not be entitled to direct such restoration of
possession. The principle applicable to a suit for
enforcement of mortgage i.e. of it being maintainable
only in the Courts within whose jurisdiction the
mortgaged property is situated would apply here also.
The provisions of S.19 of DRT Act and Rule 6 of
DRT Rules are intended for application before the
DRT for recovery of money and which can be filed
in the DRT within whose jurisdiction any part of the
cause of action has accrued and would have no
application to an action for enforcement of security
interest under the Sarfaesi Act. The DRT Act is not
containing any provision for territorial jurisdiction of
an appeal as under S.17 (1) of the Sarfaesi Act, even
if it were to be construed not as an appeal and as an
original application. The jurisdictional provision under
S.19 (1) of the DRT Act is only for applications by
the Bank for recovery of debt from any person.

An application by a Bank for recovery of debt
can by no stretch of imagination be equated with an
appeal under S.17 (1) of the Sarfaesi Act.
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The Hon’ble High Court has declared that the
cause of action for the appeal under S.17 (1) of the
Sarfaesi Act is the taking over of the possession/
management of the secured asset and which cause of
action can be said to have accrued only within the
jurisdiction of the DRT where the secured asset is so
situated and the possession thereof is taken over.

In view of this judgement, the borrowers/
guarantors can file Sarfaesi Appeal only in DRT’s in
whose jurisdiction the secured asset is situated and
the possession thereof is taken over. In cases, where
the borrowers/guarantors file the Sarfaesi Appeal
before DRT’s which doesn’t have jurisdiction to
entertain such appeals, our Branches may file necessary
counter statement for dismissal of such appeals. Hope,
this judgment will act as a deterrent against those
borrowers who are taking multiple proceedings against
our Bank at different judicial forums.

QUICK SUCCESS SERIES : NPA MANAGEMENT,
CAPITAL ADEQUACY & BASEL

In line with the international practices and as per the
recommendations made by the Committee on the
Financial System (Chairman Shri M. Narasimham), the
Reserve Bank of India has introduced, in a phased
manner, prudential norms for income recognition, asset
classification and provisioning for the advances
portfolio of the banks.

Non Performing Assets
Anon performing asset (NPA) is a loan or an advance where,

% Interest and/ or installment of principal remain
overdue for a period of more than 90 days in
respect of a term loan. (Any amount due to the
bank under any credit facility is ‘overdue’ if it
IS not paid on the due date fixed by the bank)

< The account remains ‘out of order” in respect
of an Overdraft/Cash Credit (OD/CC). An
account should be treated as 'out of order if
the outstanding balance remains continuously
in excess of the sanctioned limit/drawing
power. In cases where the outstanding balance
in the principal operating account is less than
the sanctioned limit/drawing power, but there
are no credits continuously for 90 days as on
the date of Balance Sheet or credits are not
enough to cover the interest debited during the
same period,

< The bill remains overdue for a period of more
than 90 days in the case of bills purchased and
discounted,

% The installment of principal or interest thereon
remains overdue for two crop seasons for short
duration crops.

% The installment of principal or interest thereon
remains overdue for one crop season for long
duration crops. “long duration” crops would be
crops with crop season longer than one year.

@ Advances against term deposits, NSCs eligible for
surrender, IVPs, KVVPs and life policies need not be
treated as NPAs, provided adequate margin is
available in the accounts. Advances against gold
ornaments, government securities and all other
securities are not covered by this exemption.

Categories of NPAs

Substandard Assets: A substandard asset would be
one, which has remained NPA for a period less than
or equal to 12 months.

Doubtful Assets : An asset would be classified as
doubtful if it has remained in the substandard category
for a period of 12 months.

Loss Assets: A loss asset is one where loss has been
identified by the bank or internal or external auditors
or the RBI inspection but the amount has not been
written off wholly.

@ The outstanding in the account based on drawing
power calculated from stock statements older than
three months would be deemed as irregular. Aworking
capital borrowal account will become NPA if such
irregular drawings are permitted in the account for a
continuous period of 90 days even though the unit may
be working or the borrower's financial position is
satisfactory.

@ An account where the regular/ ad hoc credit limits have
not been reviewed/ renewed within 180 days from the due
date/ date of ad hoc sanction will be treated as NPA.

@ All the facilities granted by a bank to a borrower
and investment in all the securities issued by the
borrower will have to be treated as NPA/NPI and not
the particular facility/ investment or part thereof which
has become irregular.

@ The bills discounted under LC favouring a borrower

E N

\

L




may not be classified as a Nonperforming advance
(NPA), when any other facility granted to the borrower
is classified as NPA.

Accounts where there is erosion in the value of
security/frauds committed by borrowers

I. Erosion in the value of security can be reckoned as
significant when the realizable value of the security
is less than 50 per cent of the value assessed by
the bank, Such NPAs may be straightaway classified
under doubtful category and provisioning should be
made as applicable to doubtful assets.

ii. If the realizable value of the security is less than 10
per cent of the outstanding in the borrowal accounts,
the existence of security should be ignored and the
asset should be straightaway classified as loss asset.

Government guaranteed advances

1) The credit facilities backed by guarantee of the
Central Government though overdue may be treated
as NPA only when the Government repudiates its
guarantee when invoked.

2) State Government guaranteed advances and
investments in State Government guaranteed securities
would attract asset classification and provisioning
norms if interest and/or principal or any other amount
due to the bank remains overdue for more than 90
days.

PROVISIONING NORMS
1) Loss assets

Loss assets should be written off. If loss assets are
permitted to remain in the books for any reason, 100
percent of the outstanding should be provided for.

2) Doubtful assets

» 100 percent of the extent to which the advance is
not covered by the realisable value of the security.

» Inregard to the secured portion, provision may be
made on the following basis, at the rates ranging
from 25 percent to 100 percent of the secured
portion depending upon the period for which the
asset has remained doubtful:

Up to one year 1 25%
One to three years :40%
More than three years : 100%

» In cases of NPAs with balance of Rs. 5 crore and
above stock audit at annual intervals by external
agencies would be mandatory.

Collaterals such as immovable properties charged
in favour of the bank should be got valued once in
three years.

3) Substandard assets

» A general provision of 15 percent on total
outstanding.

» The “unsecured exposures’ which are identified as
‘substandard’ would attract additional provision of
10 per cent, i.e., a total of 25 per cent on the
outstanding balance.

4) Standard assets

(a) Direct advances to agricultural and SME sectors -
0.25%.

(b) Advances to Commercial Real Estate (CRE)
Sector - 1.0%

(c) All other loans and advances - 0.40%

(d) Housing loan at teaser rates i.e. at comparatively
lower rates of interest in the first few years, after
which rates are reset at higher rates - 2.00% .

(The provisioning on these assets would revert
to 0.40 per cent after 1 year from the date on which
the rates are reset at higher rates if the accounts remain
‘standard’.)

CAPITALADEQUACY NORMS

@ The Bank for International Settlement (BIS) is
established at Basel (Switzerland).

@ (Basel accord-1) adopted in 1988. Basel- |
considered only Credit risk and Market Risk.

Operational Risk was not considered at all (now
included in Basel 11)

@ Finally in 2004 the revised capital adequacy
framework was published as Basel - II.

Three Basic Pillars of Basel 11

1. Minimum Capital Requirement

2. Supervisory Review Process

3. Market Discipline

Three Risk under RWA (Risk Weighted Asset)
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1. Credit Risk

2. Market Risk

3. Operational Risk
Definition of Capital

Tier 1: Core capital - Common Equity; Retained
Earnings & Disclosed reserves

Tier 2: Supplementary capital (limited to 100% Tier
1); Undisclosed reserves; Revaluation reserves;
General provisions / general loan loss reserves (< or
= 1.25% of RWA under SA / 0.6% of RWA under
IRB); Hybrid instruments (IPDI); Subordinated debt
(lower Tier 2)

Risk-weighted assets = Net Adjusted Exposure
(Asset value) x RW (Risk weight)

Definition of a Corporate under Basel-11 in India:
- All exposures above Rs. 5 crores are to be treated
as Corporate. Also, those borrowers having an
average (3 years’ average) turnover of Rs. 50 crores
& above are also to be treated as Corporate,
irrespective of the aggregate limit sanctioned.

# All exposures other than Corporate are treated as
Retail.

Capital Adequacy Ratio (CAR) prescribed
8% by the Basel Committee,

9% by RBI,

10% by Narasimhan Committee

13% by the SBI Board

Capital Charge ((alocation)) under Basell --
RBI Guidellines

1) Credit Conversion Factors (CCFs)

v" Documentary LCs — 20% (Nondocumentary -
100%);

v" Financial Guarantees- 100% [Performance
Guarantes - 50%]

v" Unutilised limits - 20% (CC/OD & TLs with

drawdown schedules up to 1 year), - 50% (TLs
with drawdown schedules beyond 1 year)

( The borrowal accounts complying with the
unconditional cancellability clause would attract zero
per cent Credit Conversion Factor on the portion of
the undrawn commitment which is defined as

Sanctioned Limit less Outstanding both for fund and
non fund based limits. )

Identified external credit rating agencies
= Domestic-CARE, CRISIL, FITCH India, ICRA
= International- Moody’s, S & P, Fitch

Rating by External Agencies Risk Weight (RW)

AAA 20%
AA 30%
A 50%
BBB 100%
BB & below 150%
Unrated 100%

Risk weights assigned to various assets

» Central Government guaranteed — 0%

 State Govt. Guaranteed — 20%

» Scheduled banks (having min. CRAR) — 20%

* Non-scheduled bank (having min. CRAR) - 100%

» Commercial Real estate loans / NBFCs (ND-SI)
- 100%

» Capital Market Exposures—125%
Restructured/ rescheduled advances — 125%

» Staff Home Loans/PF Lien noted loans — 20%
Consumer credit (Personal Loans including loans
against gold and gold jewellery/ Credit Card
Receivables) -125%

* NPAs with provisions <20% - 150%

20 to < 50% - 100%
50% and above - 50%

Basel Il provides banks with a menu of approaches
for quantifying the different types of risk under Pillar 1

* Credit Risk
1. Standardised Approach
2. Foundation Internal Ratings Based Approach
3. Advanced Internal Rating Based Approach
# SBI/ SBI groups have adopted SA on 31/03/08.
» Market Risk
1. Standardised Approach

N

N\

\

7

L




2. Internal Models Approach
* Operational Risk
3. Basic Indicator Approach
4. Standardised Approach
5. Advanced Measurement Approaches
RBI guidelines for adopting different approaches

The earliest Likely date of
date of making [approval by the
applicationby  |RBI

banks to the RBI

April 1,2010

Approach

Internal Models
Approach (IMA)
for Market Risk

March 31, 2011

The April 1,2010
Standardised
Approach (TSA)
for Operational
Risk

Advanced
Measurement
Approach
(AMA) for
Operational Risk

September 30,
2010

April 1,2012  |March 31, 2014

Internal March 31, 2014
Ratings-Based
(IRB)
Approaches for
Credit Risk
(Foundation- as
well as

Advanced IRB)
SARFAESI Act (2002)

(Securitisation And Reconstruction of Financial Assets
and Enforcement of Security Interest Act)

1) Applicable to NPA only

2) Asecured creditor can take possession of the secured
assets and sell the same without recourse to the courts.

April 1, 2012

3) If the sale proceeds are not adequate, the bank can
file a suit with DRT for recovery of the balance.

4) In case of joint loans by banks, creditors covering
at least 75% of the advances should agree to serve

the notice through one of the banks.

5) The financial assets can be sold to a securitization
company.

6) The authorized officer empowered to issue notices
to the borrowers is SMGS IV or above.

SARFAESI Act are not applicable
a) Lien on any goods.
b) A pledge of movables.

¢) Any conditional sale, hire-purchase or lease or any
other contract in which no security interest has been
created.

d) Any security interest for securing repayment of any
financial asset up to Rs. 1 lac.

e) Any security interest created on agricultural land.

) Any case in which the amount due is less than 20%
of the principal amount and interest thereon.

Time frame for different activities under
SARFAESI Act :

1. Time to be allowed to the borrower / guarantor
in demand notice to repay the dues - 60 days
from the date of notice.

2. Time within which the borrower can submit
representation / objection to the above notice -
60 days from the date of notice.

3. Time within which the Bank has to convey its
decision against the above representation /
objection - 7 days from the date of receipt of
the representation / objection .

4. Minimum Time Bank has to permit for the
borrower to repay the debt, while issuing the
sale Notice - 30 days from the date of notice.

5. Time within which Borrower can file a petition
in the DRT against Bank for having taken
possession of property - Within 45 days from
the date of action of the Bank.

6. Maximum time within which DRT has to pass
the order for the above - Within 4 months from
the date of application in the DRT.

7. Time within which the Bank / Borrower can file
appeal with the Appellate Tribunal against the
order of the DRT - Within 30 days from the date
of receipt of the order of the DRT.

o)
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LOKADALAT

1) Set up under the Legal Services Authority Act,
1987

2) Dues up to Rs. 20 lac can be settled.

3) The Bank can insist on down payment of 25% at
the time of compromise and grant time between 6
months to 12 months to pay the balances dues.

4) No concession on the principal amount. Future
interest may be 6% simple on AGL loans and 10%-
18% on commercial advances from the date of
decree till the date of realization.

DEBT RECOVERY TRIBUNAL (DRT)

1) Established on the recommendation of Narasimham
Committee.

2) The bank has to file cases for recovery of debts of
Rs. 10 lac and above.

3) The tribunal has to dispose of the cases within 6
months.

4) An appeal to the Appellate Tribunal has to be filed
within 45 days. 75% of the debt due should be
deposited with the Appellate Tribunal.

ASSET RECONSTRUCTION COMPANIES
(ARC)

1) As per recommendation of Narasimham Committee

2) It will be a Public Financial Institution with a
minimum capital of Rs. 2 crore.

3) A bank can approach an ARC to take over the . 5
doubtful assets. ARC will issue 7 to 10 year bonds E:) Esgxlsatory Capital /6 to
to the bank. i __ _

Eunctions of the ARCs: 1 Mln_lmum Commqn Equity Tier 1 Ratio | 5.5

) ) L 2 |Capital Conservation Buffer

ARCs will help / assist the Bank’s officials in the (comprised of common equity) 25

following areas related to recovery of advances: 3 [Minimum Common Equity Tier 1 ratio

* Follow-up with the borrower / guarantors. plus CCB (i+ii) 8

« Follow-up of legal cases with the office of the |4 |Addition Tier 1 Capital 1.5
Bank's Advocate, in consultation with the Bank's |5 [Minimum Tier 1 Capital Ratio (i+iv) 7
officials. 6 |Tier 2 Capital 2

« Follow-up of revenue recovery cases with (7 |Minimum Total Capital Ratio (MTC)
Revenue officials in consultation with the Bank’s (v+vi) 9
%fgln(;;ﬂs (subject to related State Govt. guidelines, 8 [Minimum Total Capital Ratio + Capital

' Conservation Buffer (vii+ii) 11.5
o) J

* Arranging buyers for assets / properties
hypothecated / mortgaged to the Bank.

* Collecting details of personal properties of
borrower / guarantors.

Scheme for engaging the services of three
ARCs for recovery of Loss Assets

(i) Coverage: All branches
(ii) Eligible Accounts / NPAs :

* AUCA with outstandings exceeding Rs.25 lacs.

* Accounts with outstandings above Rs. 25 lacs where
full provisions have been made i.e. still lying in live
ledger / Recalled Assets Account.

» Accounts where suits have been filed subject to
consent of the court as applicable.

* DRT cases, subject to consent of DRT, as applicable.
(ii1) Mode of settlement:

Any of the following strategies as decided by the
Branch in consultation with the ARCs to be adopted
by the ARC.

* Full recovery of dues in lump sum or in instalments.
* Through compromises where considered necessary.

» Compromise amount would be arrived at on the basis
of the approach laid down in Bank's NPA Management
Policy.

The capital requirements are summarized as under on
full implementation of Basel 111 Guideline

N\
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TARGET PRESSURE ON
EMPLOYEES CAN LEAD TO
FRAUDULENT PRACTICES

Suneera Tandon

Pressure on emplovees o dehiver on growth
targets amid uncertam econmmic conditions can lead
to fraudulent practices such as bribery and corruption,
according o Emst and Young's 2013 Fraud Survey
covering Europe, the Middle East, India and Africa

Unethical conduct including fraud, bribery and
corruption in response (o such pressure 13 not just a
hypothetical risk, according to the survey. One in five
respondents experienced fnancial manipulation in
their companies, according to the findings unveiled by
the audit and consulting firm on Tuesday after having
surveyed 3,000 directors, executives and managers in
36 countries.

“In this environment, some inevitably succumb o
unethical behaviour,” David Stulb, global leader of
Ernst & Young's [raud imvestigation and dispute
services practice, said in a release. "Sharcholders
expect management to take responsibility for
protecting the business by implementing anti-bribery
and anti-fraud programmes at all levels of their
organizalion. Boards must challenge management to
ensure they are focused on high risk areas "

Such trends are apparent in rapidly growing markets
where more than a quarter of the respondents
witnessed manipulation such as overstated sales and
understated costs that the management has been aware
of the report said.

Within the finance sector, about a quarer of
respondents were aware of some type of irregular
financial reporting i theirr compamies. Across the
survey, 42% of the board of directors and semor
managers were aware of such incidents, it sad. With
regard to India, more than 33% of respondents felt that
effering cash payments 1o win or retain business can
be justified, while 54% believe financial reporting is
ofien exaggerated.

"Indin has robust policies but the issue is
complinnce,” said Arpinder Singh. India leader of
Ernst & Younp's fraud imvestigation and dispute
services practice. "In the current challenging
market condition, the incentives for unethical
conduct can be strong when personal remuneration
15 at stake and pressure to deliver growth is being
felt direct]y.”

Almost halfl the respondents in rapid-growth
markets agree thal compamies in their countries
often misrepresent financial performance,
compared with 29% of those with headquarters in
Western Europe.

Work pressure linked to performandce 15 also leading
te miore culs in remuneration in developing markets
than in developed ones, respondents said. Al least
43% ol Indian respondents said that this was the
case in their companies.

Although unjust practices are rampant in companies
and a majority of respondents are aware thal their
company has an anti-briberv/anti-corruption policy.
the survey showed that many organizations have a
significant perceplion gap between seénior
management and employees when it comes to the
relevance and effectiveness of this policy.

When it comes o whistleblowers, 0% of directors

and sentor managers believe that ther companies

would support people who reported cases of

suspected frawd, bribery or corruption, whereas
omly 34% ol other employees agree.
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Com. K. Purushottam Das
DOB : 11.10.1961

DO : 15.01.1982

[ad

Com. K. Purushottam Das got promotion on
01.08.1991 & was working as Dy. Manager
in our Jajpur Town Branch. He died on 10th
May 2013 in cardiac arrest. We pray the
almighty to let his soul rest in peace and to
give strength to the bereaved family.




GRATITUDE: A KEY 10O SUCCESNS & HAPPINESS Faylor Hartman

A woman recently 1old me that her life s so hard; she just doesn "t know whether she will ever be able
to gel past her personal challenges and achieve her dreams. Her particular challenge is weight loss (she tells
me she gains 5 pounds even being in the same room with a chocolate éclair). *It's easier for everyone else
around me,"” she savs, “they can eat whatever they want and still be thin.™

A man recently complained about the pressing weight of legal problems that have robbed him of
peace, opportunity and needed Bnancial resources. Still another explained to me that s lack of education
was an insurmountable obstacle that kept him in the realm of mediocrty.

Although it often seems that other’s have it easy compared to our own problems, | have learned that
evervone on this planet, no matter what his or her background or education, whether in wealth or poverty,
fame or isolation, social prestge or obscunty — everyone, will have challenges, heartbreaks, and obstacles
sodevastating, at one time or another in their life, that they wonder if they can go on,

Sometimes these challenpes are easily discerned and we mourn with our friends and famaly and
associates. Others suffer quietly and privately, but just as severely, as the world marches on seemingly
oblivious to their pain. If you haven texperienced yvours vet, just wait a little. 113 part of the nature of hife on
planet earth. Many of us get so discouraged and depressed when these challenges occur that we feel we
simply cannot goon. Many give up on their dreams.

The good news is that these difficulties are just one part of life. It can also be rich and beautiful and
fulfilling. Your success and happiness in life depends on vour abality to focus on the good and de-emphasize
the difficulties. That's it; easy to say, but very difficult to do when we are disappointed and discouraged.
There 15 a key that will unlock this ability in vouw It is so simple that yvou may not think it 15 of much value.
Try it anyway and vou will diseover what thousands of top performers know. This key is gratitude.

We all, each of us, have talents and skills, tools and abilities, aptitudes and experience that are
umigue and valuable. We can see with our eyes, hear with our ears, analyse with our minds, touch, taste,
teach, love, and learn. We have frends and family; we are surrounded by opportunity and splendour if we
seek for 1. Those who leamn to count their blessings - (o foster an attitude of gratitude - will find that the
world is a riendher place to live.

One day Helen Keller — blind, deaf, and for many vears speechless — smid: “Recently 1 asked a
friend who had just returmned from a long walk in the woods what she had observed. *Nothing in particular®
was the reply. How is it possible. | asked mysell, to walk for an hour through the woods and see nothing
worthy ol note? 1, who cannot see. find hundreds of things to interest me through mere touch. [ who am blind
and deaf can give a word to those of you who can see. Use your eves as if tomormow vou would be stncken
blind. Hear the music of voices, the song of birds, the mighty strams of an orchestra as if you would be
stricken deafl tomomow . .. Smell the perfume of Oowers, taste with relish each morsel as iF tomorrow vou
could never smell and taste again.”

Think of the good things that God has blessed you with. Consider what {or who) you might be taking for

granted. Take stock of the talents that you have, the skills you have developed, and the experience that you
enjov. As you do so. life’s difficulties - discouraging and heartbreaking though they may be - will seem a
lintle less poignant. You will regain hope and confidence by gamishing your dmly thoughts with
thanksgiving and gratitude for what you have.




