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Disclosures under the New Capital AdsgequacY1 Framework Guidelines- Basel lll (Pillar 3)-
for the year ended on 31> March 2016 on a consolidated basis

Table DF-1: Scope of Application
Name of the head of the banking group to which the framework applies: ‘Corporation Bank’

Corporation Bank Limited (the ‘Bank’) is a Commercial Bank, which was incorporated in March 1906. The Bank is
the controlling entity for all group entities. The consolidated financial statements of the Bank comprise the
financial statement of Corporation Bank and its subsidiary CorpBank Securities Limited that together constitute
the ‘Group’. The Bank consolidates its subsidiaries in accordance with Accounting Standard 21 (AS-21)
‘Consolidated Financial Statements’ issued by The Institute of Chartered Accountants of India (ICAl).

(i) Qualitative Disclosures:

a. List of group entities considered for consolidation

Name of the Whether the | Explain the Whether the | Explain the Explain the Explain the
entity / Country of entity is method of entity is method of reasons for reasons if
incorporation  |included under| consolidation | included under | consolidation | difference in | consolidated
accounting regulatory the method of |under only one
scope of scope of consolidation [of the scopes of
consolidation consolidation consolidation
(yes / no) (yes / no)
CorpBank Securities Yes As per AS-21 Yes As per AS-21 NA NA
Limited/ India

b. List of group entities not considered for consolidation both under the Accounting and Regulatory scope of
Consolidation.

Name of the Principle Total % of Regulatory Total
entity / activity of the entity| balance sheet bank’s treatment of balance sheet
country of equity holding in the bank’s assets
incorporation (as stated total investments in (as stated
in the equity the in the accounting
accounting capital balance sheet of
balance sheet of instruments of the legal entity)
the legal entity) the entity
NA




(ii) Quantitative Disclosures:

C. List of group entities considered for consolidation
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Amounts in () million

Name of the entity /

country of incorporation

(As indicated in (i) a.
above)

Principle activity of the entity

Total balance sheet equity
(as stated in the accounting

balance

sheet of the legal entity)

Total balance sheet assets
(as stated in the
accounting balance
sheet of the legal entity)

CorpBank Securities
Limited/ India

distribution of

securities,

It is engaged in the business of

besides dealing in Government
Treasury Bills
Certificate of Deposits.

mutual fund

and

750.0

1,087.6

d. The aggregate amount of capital deficiencies in all subsidiaries which are not included in the regulatory
scope of consolidation i.e. that are deducted:

Name of the Principle Total balance % of bank’s Capital
subsidiaries / activity of the sheet equity holding in the deficiencies
country of entity (as stated in the total equity

incorporation

accounting balance
sheet of the legal
entity)

There is no capital deficiency in the subsidiary, which is not included in the regulatory scope of consolidation.

e. The aggregate amounts (e.g. Current book value) of the bank’s total interests in Insurance entities, which

are risk-weighted:

Name of the
insurance entities /
country of
incorporation

Principle
activity of the entity

Total balance
sheet equity (as
stated in the
accounting balance
sheet of the legal
entity)

% of bank’s
holding in the total
equity / proportion

of voting power

Quantitative
impact on regulatory capital
of using risk weighting
method versus using the full
deduction method

No Such Entity

f. Any restrictions or impediments on transfer of funds or regulatory capital within the banking group:

Not Applicable.




(i)
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Table DF-2: Capital Adequacy

Qualitative Disclosure

The Bank is subject to the capital adequacy guidelines stipulated by RBI. RBI has issued a Basel-lll
guidelines which have been implemented from 1° April 2013 in a phased manner. The minimum
capital required to be maintained by the Bank for the year ended 31* March 2016 is 9.625% with
minimum Tier-I ratio of 7.625% and Common Equity Tier-I (CET-1) Ratio of 6.125%.

The Bank actively manages its capital requirement by taking in to account the current and projected
Business growth of the Bank. Bank has implemented comprehensive Internal Capital Adequacy
Assessment Process (ICAAP). ICAAP comprises Bank’s procedure to ensure identification and
measurement of risks, appropriate level of Internal capital in relation to Bank’s risk profile and
development of suitable risk management system, composition and distribution of internal capital
which is considered adequate to cover current risk and any future risk in both quantitative and
qualitative terms. Stress tests are used as a part of Internal Capital Adequacy Assessment Process
(ICAAP) to evaluate the impact on the bank’s capital under extreme stress scenario and to ensure that
the capital base can with-stand the adverse impact of uncertain events. The Bank is guided by the
philosophy of optimal utilisation of the capital so as to increase the return on capital and increase
shareholders value in the long run. ICAAP of the Bank covers capital requirement for next five years.

The Bank has also implemented an ICAAP policy. This Policy covers regulatory standards, ICAAP
procedures as well as roles and responsibilities of various functionaries.

Objectives of the ICAAP Policy are:

e To ensure management of internal capital in accordance with the RBI Guidelines, Basel Il and
Basel Il Guidelines and overall Corporate Governance Principles.

e To describe the process for identification, assessment, measurement and aggregation of the risks
inherent in the Bank’s business and operations.

e To ensure that the available capital is commensurate with the Bank’s risk profile.

e To ensure that there is clear assignment of roles and responsibilities for facilitating the ICAAP.

Internal Capital Adequacy Assessment Committee of the Board is responsible for implementation of
ICAAP in the Bank.

Internal Capital Adequacy Assessment Process (ICAAP): The ICAAP comprises of a bank’s procedures and
measures designed to ensure the following:

e Risk identification and measurement processes are appropriate;

e Level of internal capital is commensurate with the bank’s risk profile;

e Risk management systems are suitably developed and applied.
Identification of Material Risk: The Bank considers the following as material risks it is exposed to in the
course of its business and therefore, factors these while assessment of existing capital and future capital
requirement:
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Pillar-1 Pillar-11
e Credit Risk e Residual credit risks
e Market Risk e Credit Concentration Risk
e Operational Risk e Liquidity Risk

e Interest Rate Risk in the Banking Book
e Settlement Risk

e Counterparty Credit Risk

e Reputation Risk

e Strategic Risk and Business Risk

e Pension obligation Risk

e Loan Maturity Concentration

e Currency Induced Credit Risk

e Collateral Concentration Risk

e Concentration in Human Resource
e Residual Risk

e Model Risk

(i) Quantitative Disclosures

As required by RBI guidelines on Basel-lll, the Banks’s capital requirements have been computed using the
Standardised approach for credit risk, Standardised duration method for market risk and Basis Indicator
approach for operational risk. Capital required for Credit, Market and Operational risks given below is
arrived at after multiplying the risk weight by 9.625%.

a. Capital requirement for Credit risk
Amounts in (%) million

Particulars (Basel-Ill) March 31, 2016
Portfolio subject to standardised approach 120,203.9
Securitisation exposures Nil
Total 120,203.9

b. Capital requirement for Market risk
Amounts in (%) million

Portfolio subject to Standardised Duration Method (Basel-IIl) March 31, 2016
Interest rate risk 5,640.4
Foreign Exchange risk (including gold) 54.1
Equity risk 1,213.5
Total 6,908.0

c. Capital requirement for Operational risk
Amounts in (%) million

Particulars (Basel-ll) March 31, 2016
Basic indicator approach 9,320.2
Total 9,320.2
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d. Common Equity Tier 1, Tier 1 and Total Capital ratio

Particulars Basel-lll

CET 1 capital ratio 7.30%
Tier | capital ratio 7.97%
Total capital ratio (on Consolidation basis) 10.60%

(iii) Risk exposure and assessment

The Risk Management is integral to the operations and culture of the Bank. The wide variety of business
undertaken by the Bank requires it to identify, measure, control, monitor and report risks effectively. Risk
management is the process whereby Bank methodically addresses the risk attached to its activities with the
goal of achieving sustained benefit within each activity and across the portfolio of all activities.

Managing risk is a process operated independent of the business units of the Bank. It consists of the following
key components:

The Bank endeavours to identify all material risks that may affect it. Identification is
Identification a continuous and pro-active process. It covers all the current activities of the Bank
as well as new products and initiatives.
In order to ensure that the Bank's business units comply with the approved risk
Policies management framework, the Board of Directors has approved detailed Group
Credit Policy, ALM Policy and other Risk Management Policies covering an
integrated view of risk management at the Bank.
The Bank spends considerable resources on maintaining a modern IT platform and
Measuring and trained resources to support risk management. The Bank continually monitors
handling risk models and validates risk parameters to ensure that risk measurement gives a fair
presentation of the underlying portfolios and transactions.
Parameter In order to best capitalize on the Bank's risk appetite, the Bank applies risk-based
.. data about customers, industries, geographies, etc. in the day-to-day handling of
applications .
customer transactions.
Controls The Bank has established an independent control environment to monitor and enforce
approved policies and limits.
. The Bank applies systematic risk reporting at all levels of the organization with
Reporting . . . .
openness in the reporting of risk factors to the Bank's stakeholders.

Bank has evolved suitable risk management process and architecture in order to manage various financial and
non-financial risks, broadly divided into three categories viz. Credit risk, Market risk and Operational Risk.
While the Board of Directors remain the fountainhead of all risk management policies and strategies. It is
supported by the Sub Committee of the Board for Risk Management which, inturn, is supported by
the Asset Liability Management Committee (ALCO)/ Market Risk Management Committee of Executives
(MRMC), Credit Risk Management Committee of Executives (CRMC), Operational Risk Management
Committee of Executives (ORMC). Internal Capital Adequacy Assessment Committee of the Board (ICAAC) is
5
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responsible for execution of the ICAAP, reviewing the risk profile quarterly and compares the required capital
commensurate with the risk profile with actual capital and recommends suitable corrective measures to be
adopted.

Bank has also formed Zonal level Credit Committee (ZLCC), Circle Level; Credit Committee (CLCC), Head Office
Level Credit Committee (HLCC) and Credit Approval Committee (CAC) for according sanctions to credit
proposals.

Risk Management Architecture

Credit Risk:

Credit Risk is defined as a potential risk that a bank borrower or counterparty will fail to meet its obligations in
accordance with agreed terms. The goal of credit risk management is to maximize a bank's risk-adjusted rate
of return by maintaining credit risk exposure within acceptable levels.

The Bank is focused on developing the credit portfolio consisting of priority sector loans and retail loans. Bank
has identified these as the competitive edge that it will use to achieve rapid growth. The Bank assumes risks
within the limits of applicable legislation and other rules prescribed by RBI from time to time. Overall, the Bank
adheres to good business practices applicable for financial enterprises. The Bank is particularly cautious in its
granting of credits to businesses in troubled or cyclical industries

The key components of Bank’s overall credit policy are as follows:

a. The Bank believes in establishing and extending long-term customer relationships.

b. Loans are granted based on the customer's need and based on specific assessments that provide a
context for such credit including a combination of qualitative and quantitative criteria.

c. The Bank regularly monitors the developments in the customer's financial position in order to assess
the impact on credit quality of borrowal accounts.

d. The exposure should match the customer's creditworthiness, capital position or wealth components,
and the client should be able to substantiate his repayment capacity.

The Bank actively manages its credit risk and has implemented rating cum appraisal system for commercial
credit facilities of above Rs.25 lakhs. The borrowers are rated based on the financials, the project viability,
Industry performance, collaterals offered etc. Ratings assigned by the appraising officers are independently
verified by the Risk Managers, before confirming the same. There are 8 rating grades for the borrowers. The
Bank has implemented a multi-tier credit approving system wherein an “Approval Grid” clears the loan
proposals before being placed to the respective sanctioning authorities. The Group Credit Policy has defined
the hurdle rate i.e. the minimum rating that the borrower should get in case of new/takeover proposals. The
Bank has been steadily building data through the rating system which will help the bank in migrating to the
advanced approaches in Risk Management.

In order to quicken the processing of Retail Loans and maintain quality in appraisal, Retail Hubs for processing
of retail loans has been set up across the country. The Retail hubs have enabled the bank for speeding up the
processing of Retail Loans and to also process the appraisal note of retail obligors keeping in view Risk
Perspective. For a focused approach and faster dispensation of SME credit and Agriculture loans, the Bank has
opened exclusive SME Loan centers across the country.
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Credit Risk Management Organisation
The Credit Risk Management Committee (CRMC) looks after the credit risk areas and in turn reports to the Risk
Management Committee of Board (RMCB). The RMCB reports to the Board.

Policies in place:

Bank has put in place following policies for Credit Risk Management:
e Group Credit Policy
e Credit Risk Management Policy
e Country Risk Management Policy

Group Credit Policy guides the Credit decisions in all areas of operation where Credit Risk is involved. Bank
has set prudential limits to individual borrowers, non-corporate borrowers, entry level exposure norms,
substantial exposure limits, benchmark financial ratios, borrower standards, exposure limits/ceilings to
industries, sensitive sectors, rating category etc. The Board reviews the prudential limits periodically

Market Risk:
Market risk is defined as the risk of losses in on-balance sheet and off-balance sheet positions arising from
movements in market prices.

Market Risk Management Organisation

The Bank has set up an independent Mid — Office at its Treasury Branch, Mumbai. Mid office acts as extended
arm of Integrated Risk Management Division and is entrusted with the responsibility of monitoring the
adherence of various risks limits set, such as, Trading limits, Counterparty exposure limits etc. The Mid Office
calculates the Value At Risk on a daily basis and reports the same to the Integrated Risk Management Division.
Any breach of limits is immediately brought to the attention of Top management and necessary actions are
taken wherever required.

The Market Risk Management Committee (MRMC) looks after the Market Risk areas and in turn reports to the
Risk Management Committee of Board (RMCB). The RMCB reports to the Board.

Policies in place:

Bank has put in place following policies for Market Risk Management:
e Investment Policy
e Market Risk Policy
e Derivative Policy

Operational Risk:
Operational risk is defined as the risk of loss resulting from inadequate or failed internal processes, people and
systems or from external events. This definition includes legal risk, but excludes strategic and reputational risk.

The Operational Risk Management Committee (ORMC) is entrusted with Operational Risk Management areas
and in turn reports to the Risk Management Committee of Board (RMCB). The RMCB reports to the Board.

Policies in place:

Bank has put in place following policies for Operational Risk Management:
e Operational Risk Management Policy
e Qutsourcing Policy of the Bank
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e Information security policy and guidelines
e Business continuity plan
e Disaster recovery plan

Approaches for capital computation
In line with the Reserve Bank of India (RBI) Guidelines, the Bank has adopted following approaches for
implementation of New capital Adequacy Framework under Basel-Il norms.

- Standardised Approach for Credit Risk.
- Standardised Duration Approach for Market Risk.
- Basic Indicator Approach for Operational Risk.

The Bank is in the process of migration to advanced approaches for credit, market and operational risk.

Table DF-3: Credit Risk: General Disclosures for all Banks

a. The Bank has adopted the definition of the past due and impaired assets (for accounting purposes), as
defined by the regulator, for income recognition and asset classification norms.

The Bank has put in place Board approved Group Credit Policy. The objectives of the policy are to ensure
that the operations are in line with the expectation of the Management / Regulator so that strategies of the
top management are translated into meaningful and desired outcomes at operational level. The policy
stipulates prudential limits on large credit exposure, standards for loan collateral, portfolio management,
risk concentration, risk monitoring and evaluation, provisioning and regulatory / legal compliance. The Bank
identifies the risks to which it is exposed and applies suitable techniques to measure, monitor and control
these risks.

Various Risk Management Committees monitor implementation of these policies and strategies approved
by the Board. They monitor credit risks and ensure compliance of risk limits.

The Bank monitors the risk concentration by analyzing the actual exposure Vis-a-vis exposure limits fixed
for single and group borrowers, rating grade—wise limits, Industry wise exposure limits and analyzing the

geographical distribution of credit across the Zones / States etc.

b. Total Gross credit risk exposures, Fund Based and Non-fund based

Particulars Amounts in () million
Fund Based (Book value)

Gross Advances 1,457,063.5
Investments (including RIDF and venture capital funds liable for credit risk) 508,005.3
Other Assets 217,767.2
Non Fund Based

Market related 525,651.2
Non-Market related (Book Value) 258,954.6
Total Credit risk exposures 2,967,441.8
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c.  Geographical Distribution of Credit risk exposures (loans and advances)

Amounts in () million

Exposure distribution

March 31, 2016

Fund Based

Non-fund Based Total

Domestic

1,457,063.5

258,954.6 1,716,018.1

Overseas

d. Industry type distribution of exposures, fund based and non-fund based

Amounts in (%) million

%age

of
Ing;:';ry Industry Fund Based N(;;-;u dnd Total g‘::;
Exposu

re
1 | A. Mining and Quarrying (A.1 + A.2) 1,397.10 118.00 1,515.10 [ 0.09%
11 | A.1 Coal 370.5 51.7 422.2 0.02%
12 | A.2 Others 1026.6 66.3 1092.9 0.06%
2 | B. Food Processing (Sum of B.1 to B.5) 41,281.55 7,049.97 48,331.51 2.82%
21 | B.1Sugar 9,702.50 113.765 9,816.27 0.57%
22 | B.2 Edible Qils and Vanaspati 4,851.04 4,999.80 9,850.84 0.57%
23 | B.3Tea 50.207 13 51.51 0.00%
24 | B.4 Coffee 691.367 0 691.37 0.04%
25| B.5 Others 25,986.43 1,935.10 27,921.53 1.63%
3 ?Ogg‘c’ce:’éﬂf)ﬂ”f'gggze; & Coffee) and 6,199.04 385.60 6,584.64 | 0.38%
31 | C.1 Tobacco and tobacco products 2,864.61 292.8 3,157.41 0.18%
32 | C.2 Others 3,334.43 92.80 3,427.23 0.20%
4 | D. Textiles ((Sum of D.1 to D.6) 48,692.60 6,934.40 55,627.00 3.24%
41 | D.1 Cotton 22,040.20 2,524.10 24,564.30 1.43%
42 | D.2 Jute 23.612 0 23.61 0.00%
43 | D.3 Handicraft/Khadi (Non Priority) 569.092 4.6 573.69 | 0.03%
44 | D.4Silk - - - -
45 | D5. Woolen - - - -
46 | D6. Others 26,059.70 4,405.70 30,465.40 1.78%
47 |\(/|)|l|1|ts of D (i-e, Total Textiles) to Spinning 1,269.76 | 227.242 1,497.01 | 0.09%
5 | E. Leather and Leather products 4,921.51 658.7 5,580.21 0.33%
6 | F. Wood and Wood Products 7,980.04 6,445.70 14,425.74 0.84%
7 | G. Paper and Paper Products 5,358.48 263.4 5,621.88 0.33%
8 '("nopnetr;?r'ﬁ:g)’ é:‘(’j”,\'l'l:‘gs;’rizae'ISPrOd“Cts 16,205.14 | 3,901.50 20,106.64 | 1.17%




I. Chemicals and Chemical Products (Dyes,
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9 Paints, etc.) (Sum of 1.1 to 1.4) 30,329.23 4,849.60 35,178.83 | 2.05%
91 | I.1 Fertilisers 8,984.96 1,926.70 10,911.66 | 0.64%
92 | 1.2 Drugs and Pharmaceuticals 9,040.30 1,586.90 10,627.20 0.62%
93 I.3 Petro-chemicals (excluding under 5,058.67 776.40 583507 | 0.34%
Infrastructure)
94 | 1.4 Others 7,245.30 559.6 7,804.90 | 0.45%
10 | J. Rubber, Plastic and their Products 6,272.14 3,245.80 9,517.94 0.55%
11 | K. Glass & Glassware 477.502 136.9 614.40 [ 0.04%
12 | L. Cement and Cement Products 12,288.22 1483.3 13,771.52 0.80%
13 m:;asm Metal and Metal Products (M.1 + 65,472.60 |  8,600.00 74,072.60 | 4.32%
131 | M.1Iron and Steel 52,523.90 5,925.50 58,449.40 | 3.41%
132 | M.2 Other Metal and Metal Products 12,948.70 2,674.50 15,623.20 0.91%
14 | N. All Engineering (N.1 + N.2) 49,908.88 | 36,478.80 86,387.68 | 5.03%
141 | N.1 Electronics 18,717.78 5,175.20 23,892.98 [ 1.39%
142 | N.2 Others 31,191.10 | 31,303.60 62,494.70 | 3.64%
15 0. Yehicles: Vehicle Parts and Transport 30,840.20 4,116.00 34,956.20 2 04%
Equipment’s
16 | P. Gems and Jewellery 37,393.50 1,944.90 39,338.40 | 2.29%
17 | Q. Construction 10,795.80 858.30 11,654.10 | 0.68%
18 | R. Infrastructure (Sum of R1 to R.4) 221,795.56 14,770.78 236,566.34 | 13.79%
181 | R.1 Transport ((Sum of R.1.1to R.1.5) 48,083.30 1,022.90 49,106.20 | 2.86%
1811 | R.1.1 Railways - - - -
1812 | R.1.2 Roadways and Ports 47,970.00 1,022.90 48,992.90 2.86%
1813 | R.1.3 Airport 113.30 0 113.30 | 0.01%
1814 | R.1.4 Waterways - - - -
1815 [ R.1.5 Others - - - -
182 | R.2 Energy
1821 | R-21GElectricity (generation-transportation | 5, 15381 | 1122452 | 13369834 | 7.79%
and distribution)
18211 Ggﬁ';'slusme Electricity Boards and Central | o o/, o7 180.39 58,028.36 | 3.38%
18212 | R.2.1.2 Others 64,625.84 | 11,044.13 75,669.98 | 4.41%
1822 | R.2.2 Qil (storage and pipeline) - - - -
1823 [ R.2.3 Gas/LNG (storage and pipeline) - - - -
1824 | R.2.4 Others - - - -
183 | R.3 Telecommunication 29,820.14 672.02 38,685.60 2.25%
184 | R.4 Others (Sum of R.4.1to R.4.3) 21,418.32 1,851.33 23,269.65 | 1.36%
1841 | R.4.1 Water sanitation 1458.321 0 1,458.32 [ 0.08%
1842 | R.4.2 Social & Commercial Infrastructure 19,959.99 1851.334 21,811.33 1.27%
1843 | R.4.3 Others - - -
19 | S. Other Industries 160,082.21 | 79,386.22 239,468.43

10
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20 | All Industries (Sum of Ato S) 757,691.30 | 181,627.86 939,319.16
213 | c.Other Residurary Advances 699,372.20 77,326.74 776,698.94
22 | Gross total Loans and Advances (20+21) 1,457,063.5 | 258,954.6 | 1,716,018.10

Note:
e The above industries wise break-up is provided on the same lines as prescribed for DSB returns.
e Exposure to Electricity (generation-transportation and distribution) industry, as mentioned in industry

code 1821 above, is exceeding 5% of Gross Credit exposure (Fund and non-fund based).

e.

Residual Maturity breakdown of assets

Amounts in (%) million

Balances
with Banks
. Cash and )
Maturity Balance and Money Investments Advances Fixed Other Grand Total
Buckets X at Call and Assets Assets
with RBI
Short
Notice

NextDay | 20,069.35 | 11,481.06 | 145,197.34 | 32,245.46 ] 19,863.00 | 228,856.21
2 -7 Days 5997.94 | 3415818 | 47,814.28 | 22,858.61 ] 42,116.28 | 152,945.28
8-14Days | 3,787.40 0.00 9,803.46 19,453.62 ] 3682.00 | 36,726.48
15-28 Days | 7,194.89 | 2,650.20 6,060.27 34,075.60 ] 0.00 49,980.95
29Days=3 | 21195 | 265040 | 5474201 | 92,420.39 - 20,065.43 | 175,590.18
Months
>3 Months- | 3¢ 19 0.00 3224872 | 80,896.75 - 16,958.53 | 134,139.19
6 Months
:ﬁrM“ths' 11,115.20 0.00 80,960.97 | 107,695.84 - 31,044.76 | 230,816.77
>1Yr-3Yrs | 13,054.49 0.00 71,554.17 | 597,190.67 ; 16,601.80 | 698,401.13
>3 Yrs-5
re 4373.51 0.00 22172.86 | 194,208.52 - 28,825.50 | 249,580.39
>5 Yrs 25532.22 0.00 162,252.24 | 222,176.93 | 12,771.30 | 22,946.40 | 445,679.09
Total 100,872.13 | 50,939.84 | 632,806.32 | 1,403,222.39 | 12,771.30 | 202,103.71 | 2,402,715.69
Add: Provision and claims held 4,264.23 53,841.08 - - -
Gross Investments/ Advances 637,070.55 | 1,457,063.47 - - -

Note: Residual maturity break down of assets as used for reporting positions in the ALM returns to RBI

f. Amount of NPAs (Gross)

Classification of Gross NPAs Amounts in (%) million
Sub —Standard 63,793.1
Doubtful -1 28,110.0
Doubtful — 2 51,259.0
Doubtful - 3 549.2
Loss 1,731.1
Total NPA [Gross] 145,442.4

11
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g. Net NPAs
Amounts in (X) million
Gross NPAs 145,442 .4
Less: Provisions 53,841.1
Net NPAs 91,601.3
h. NPA Ratios
Gross NPA to Gross Advances 9.98%
Net NPA to Net Advances 6.53%

j-

Movement of NPAs (Gross)

Amounts in () million

Opening balance at the beginning of the year 1* April 2015 71,066.8
Additions during the Year 105,819.8
Reductions during the Year 31,444.2
Closing balance as on 31* March 2016 145,442.4

Movement of Provisions for NPAs

Amounts in (%) million

Opening balance at the beginning of the year 1* April 2015 26,071.5
Add: Provisions made during the year 53,786.5
Add: DICGC claim settled amount 1,058.9
Less: Written off during the current year 24,948.5
Less: Write back of excess provision made during the year 1,121.5
Less: Provision drawn for accounts sold to ARC 1,005.9
Closing balance as on 31* March 2016 53,841.1

Amounts in (%) million

e Closing balance as on 31°* March 2016

k. Amount of Non-Performing Investment 2,189.99

. Amount of provisions held for non-performing investments 2,188.78
m. Movement of Provisions for Depreciation/ Amortization on Investments

e Opening balance as on 1°* April 2015 409.47

e Add : Provisions made during the year 1,378.8

e Less: write-off/write-back of excess provision 154.1

1,634.1

12
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Table DF-4: Credit Risk: Disclosure of portfolios subject to the Standardised
Approach

Qualitative Disclosures

a. The Bank is using the ratings assigned by the following credit rating agencies, approved by the RBI, for risk
weighting:

1. Crisil

2. Care

3. ICRA

4. Fitch

5. Brickworks
6. SMERA

Types of exposures for which each agency is used

The Bank has used the solicited ratings assigned by the above approved credit rating agencies for all eligible
exposures, both on balance sheet and off balance sheet, whether short term or long term, in the manner
permitted in the RBI guidelines on the New Capital Adequacy Framework (NCAF). The Bank has not made any
discrimination among ratings assigned by these agencies nor has restricted their usage to any particular type
of exposure.

Bank Loan Rating

All long term and short term ratings assigned by the accredited credit rating agencies for Bank loan portfolio
are considered by the Bank. For assets in the Bank’s portfolio that have contractual maturity less than or equal
to one year, short term ratings accorded by the chosen credit rating agencies are considered relevant. For
other assets, which have a contractual maturity of more than one year, long term ratings accorded by the
chosen credit rating agencies are considered relevant.

Long term ratings issued by the chosen domestic credit rating agencies are mapped to the appropriate risk
weights applicable as per the Standardised approach under the NCAF. The rating to risk weight mapping
furnished below was adopted for domestic corporate exposures, as per RBI guidelines:

Long Term Rating

AAA

AA A

BBB

BB & Below

Unrated

Risk Weight

20%

30% 50%

100%

150%

100%

In respect of the short term ratings the following risk weight mapping has been adopted by the Bank, as

provided in the NCAF:

Short Term Rating

Al+

Al A2

A3

A4&D

Unrated

Risk Weight

20%

30% 50%

100%

150%

100%

13




wrierer 35 @ Corporation Bank

Quantitative Disclosure

b. Amount of bank’s gross outstanding exposure (rated and unrated) in major risk buckets:

Gross Credit Exposure Amounts in (%) million
Below 100% risk weight 968,570.2
100% risk weight 395,263.9
More than 100% risk weight 352,184.2
Deducted -
Total 1,716,018.3

Table DF-5: Credit Risk Mitigation: Disclosures for Standardised Approaches

Qualitative Disclosures

a. The Bank has a Board approved collateral management policy. The policy covers aspects on the nature of
risk Mitigants/collaterals acceptable to the Bank, the documentation and custodial arrangement of the
collateral, the valuation process and periodicity etc. For purposes of computation of capital requirement for
Credit Risk, the Bank recognizes only those collaterals that are considered as eligible for risk mitigation in
RBI guidelines, which are as follows:

e Gold
e Kisan Vikas Patra, National Saving Certificates
e Cash & Bank Deposits

The Bank uses the comprehensive approach in capital assessment. In the comprehensive approach, when
taking collateral, the Bank calculates the adjusted exposure to counterparty by netting off the effects of that
collateral for capital adequacy purposes. The credit protection given by the following entities, considered
eligible as per RBI guidelines, are recognized for the purpose of capital computation.

Export Credit Guarantee Corporation of India (ECGC) and Credit Guarantee Fund Trust for Micro and Small
Enterprises (CGTMSE), and Guarantees given by Central and State Government.

The credit risk mitigation taken is largely in the form of cash deposit with the Bank and thus the risk (credit and
market) concentration of the Mitigants is low.
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b. Exposure covered by financial collateral
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Amounts in (X) million

Eligible Financial Collateral Total Amount of Financial Net amount of financial
Collateral Used collateral after haircut
Gold 58,552.7 38,221.9
Kisan Vikas Patra, National Saving Certificates 3,783.4 2,746.4
Cash & Bank Deposits 92,933.2 62,839.6
Total 155,269.3 103,807.9

c. Exposure covered by guarantees
Amounts in (X) million

Particulars Total Exposure Guaranteed Portion
CGTMSE 11,183.3 10,932.8
ECGC 39,440.3 9,793.9
Government (State & Central) 41,184.4 41,127.7
Total 91,808.0 61,854.4

Table DF- 6 —Securitization: Disclosure for Standardized approach

Qualitative Disclosures
Objectives, Policies, Monitoring

The Bank undertakes loan assignment transactions basically for meeting priority sector lending requirements and
maximizing yield on asset opportunities. The loan assignment under securitisation in the Bank is governed by
Group Credit Policy. The policy envisages about need of securitisation/ loan assignment, minimum holding period,
minimum retention requirement, limit on total retained exposure, booking of profit upfront, disclosures to be
made in Servicer/Investor/Trustee Report, disclosures to be made by the originator in notes to annual accounts,
loan origination standards, stress testing, credit monitoring etc.

The Bank also invests in Pass Through Certificates (PTCs) backed by financial assets originated by third parties for
the purposes of holding/trading/maximizing yield opportunities requirements.

In case of Loan Assignment transactions, the assignee bears the loss arising from defaults/delinquencies by the
underlying obligors. The pool assets purchased under securitization/ loan assignment basis is eligible for
qualifying as advances in Bank’s book as per RBI guidelines. Bank has considered all the purchased pool assets as
part of its advances and has applied the rating, for the purpose of capital computation for credit risk, based on the
available pool rating assigned by the accredited external rating agencies approved by RBI.

External credit rating agencies

Rating assigned by the following rating agencies is used for loan assignment transactions:
e Credit Rating Information Services of India Limited (CRISIL)
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e ICRA Limited (ICRA)

e Credit Analysis and Research Limited (CARE)

e India Ratings and Research Private Limited (India Ratings)
e Brickwork Ratings India Private Limited (Brickwork)

e SMERA

Quantitative disclosures: Banking Book

Aggregate amount of on-balance sheet securitisation exposures purchased:
Amounts in () million

Exposure Type March 31, 2016

Housing Loans (classified under advances) 3,262.9
Vehicle Loans (classified under advances) 368.3
Total 3,631.2

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

Amounts in () million

Risk  weight | Exposure type March 31st, 2016

Band Exposure

100% and Housing Loans 3,262.9
above Vehicle Loans 368.3
More than Housing Loans -
100% Vehicle Loans -
Total 3,631.2

Securitisation exposures deducted from capital as on March 31, 2016: NIL

Securitisation exposures in trading book

Aggregate amount of securitisation exposures invested (through PTCs), subject to the securitisation framework
for specific risk broken down into different risk weight bands and capital requirement:
Amounts in (%) million

Risk weights Band Book Value Capital Charge
Less than 100% 1.5 0.118
At 100% - -
More than 100% - -
Total 1.5 0.118

Securitisation exposures deducted from capital as on March 31, 2016: NIL
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Table DF-7: Market Risk in Trading Book

Qualitative Disclosures
a. Market Risk:

Market Risk is the risk to the Bank’s earnings and capital due to changes in the market level of interest rates or
prices of securities, foreign exchange, commodities and equities, as well as the volatilities of those changes.

Activities undertaken by the Bank which give rise to market risks are as follows:

Sour.c G.J Domestic Forex Gold Derivatives
[Activity
Domestic Treasury Operations
(comprising of Bonds, Equit Forex Treasury
. P & » =4 ‘y, Operations (Spots, | Proprietary Proprietary
Trading Mutual Funds, Commercial .. .
i .. | Forwards, and Fx | positions positions
paper, Certificates of Deposit
Swaps)
,etc)
Non-
; . Used for hedgin
Trading or | Investment Portfolio (HTM) None None . ging
. Banking Book
Banking

Market Risk Management Organisation:

. Governance
- Policy Direction

Risk Management Committee of the Board

- Capital Allocation
Limit =  Risk Management Strategy-Strategic decisions

Setting . Risk Limit Framework NEprf:sure
onitoring

. Approval of Policy & Procedures

. Policy Setting

Market Risk Management Committee

. Risk Management Systems/Policy Implementation
- Risk Management Strategy-Tactical Decisions

. Exceptions Handling

. Development of Policy & procedures

ALM Desk Middle Office
v
. GAP Monitoring . Exposure Monitoring
. Net Interest Income/ . MIS & Reporting
Market Value Sensitivities - Risk Modeling
. ALM Scenario Analysis . Hedging Strategies

. Stress Testing . Capital Computation
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Investment Committee: For the purpose of focused approach on investments, Bank has constituted Investment
Committee at Head Office comprising senior executives of the Bank.

Policy and Procedures: Bank has devised detailed policy guidelines for management of Market Risk. The purpose
of the policy document is to define processes whereby the market risks carried out by the Bank can be identified,
guantified and managed within a market risk framework that the Board of Directors considers as consistent with
its mandate and risk tolerance. The policy document acknowledges that market risk is simply one of the wide
arrays of risks carried out by the Bank. The objective of policy document is that the Bank’s operations are in line
with management’s expectations of return to market risk.

Capital Computation: Bank has adopted the Standardized Duration Approach for its entire portfolio, as prescribed
by RBI, for computation of capital charge for Market Risk.

Preparedness for moving over to advanced approaches (IMA Capital Charge): Bank has completed the up-
gradation of its existing capital computation model to meet the requirement of Internal Model Approach. The
upgraded IMA model is running on a test basis for further improvements.

Quantitative Disclosures

b. Bank maintains capital charge for Market Risk under the Standardised duration approach as under:

Standardised duration approach Amounts in (%) million
Interest Rate Risk 5,640.4
Foreign Exchange Risk (including Gold ) 54.1
Equity Position risk 1,213.5
Total 6,908.0

Table DF-8: Operational Risk

Qualitative Disclosures
Operational Risk

Operational risk is the risk of loss resulting from inadequate or failed internal processes, people and systems or
from external events. The way operational risk is managed has the potential to positively or negatively impact a
bank’s customers, its financial performance and reputation. The Bank has put in place Board approved
organization structure for Operational Risk Management with clearly defined roles and responsibilities to mitigate
operational risk arising out of the Bank’s business and operations.

Organizational Structure for Managing Operational Risk

A committee comprising of senior management personnel viz. Operational Risk Management Committee (ORMC)
oversees the implementation of operational risk management framework approved by the Board. The ORMC is
headed by the senior most Executive Director. General Managers of Risk Management, Inspection and Audit
Division, Human Resource, Information Technology, Compliance, Credit and Operation & Services are members of
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ORMC. An independent Integrated Risk Management Division (IRMD) is responsible for implementation of the
framework across the Bank. Board approved operational risk management policy stipulates the roles and
responsibilities of employees, business units, operations and support functions in managing operational risk.

Risk Measurement and Monitoring

While the day-to-day operational risk management lies with business lines, operations and support functions, the
IRMD is responsible for designing tools and techniques for identification and monitoring of operational risk across
the Bank consistent with the framework approved by the Board. The IRMD also ensures that operational risk
exposures are captured and reported to the relevant levels of the management for initiating suitable risk
mitigations in order to contain operational risk exposures within acceptable levels.

The Bank applies a number of risk management techniques to effectively manage operational risks:
e New products are rolled out after approval from the New Product Committee / Systems and Procedure
Committee and Operational Risk Management Committee (ORMC).

e Key Risk Indicators are employed to alert the Bank on impending problems in a timely manner. These
allow monitoring of the operational risk exposures.

e Material operational risk losses are subjected to detailed risk analysis.

e Bank conducts annual scenario analysis to derive information on hypothetical severe loss situations and
use the information for risk management actions, apart from analyzing the plausible financial impact.

e Periodic reporting on risk assessment and monitoring is made to the senior management to ensure that
timely actions are initiated.

Capital Requirement
The Bank has devised an operational risk measurement system compliant with Advanced Measurement Approach
for estimating operational risk capital of the Bank.

Currently the Bank follows the Basic Indicator Approach for computing operational risk capital. Bank has applied
to the regulator to move over to Advanced Measurement Approach for estimating operational risk capital. Bank
has got supervisory approval for parallel run under The Standardized Approach.

Table DF-9: Interest Rate Risk in the Banking Book (IRRBB)

Qualitative Disclosures

a. Bank’s ALM risk management process consists of management of Liquidity Risk and Interest Rate Risk in the
Banking Book (IRRBB). Liquidity risk primarily arises due to the maturity mismatches associated with assets
and liabilities of the Bank. Liquidity risk involves the inability of the Bank to manage unplanned changes in
funding sources, meet obligation when required and fund increase in assets. Interest Rate Risk in Banking
Book (IRRBB) refers to the risk of loss in earnings or economic value of the assets / liabilities in Banking Book
because of movement in interest rates. The Bank has significant portion of its assets and liabilities portfolio
not marked to market and is held in the books of the Bank at historical values. Thus, the changes in the
economic value of such assets and liabilities can be a significant source of risk if the assets are not held until
maturity. The Bank’s objective is to maintain liquidity risk and IRRBB within tolerable limits.

Analysis of Interest Rate Risk in Banking Book:
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Re-pricing risk: refers to the risk of loss in the earnings or economic value due to the changes in the
overall level of interest rates. This risk arises due to mismatches in the reprising dates of the banking
book items.

Re-pricing Gap Approach: Under this approach, the rate sensitive assets and liabilities are grouped
into various time intervals or buckets according to the repricing time. The Bank’s gap then equals to
the difference between rate sensitive assets and rate sensitive liabilities, which is further used to
identify the Bank’s interest rate risk and to develop strategy to manage the same. The parameter
that are observed and analyzed under this analysis is the Net Interest Income (NIl) and Net Interest
Margin (NIM).

Economic Value Approach: This approach analyzes the dynamic behavior of economic value of
equity with response to varying interest rate scenarios. Broadly, the EVE is defined as the difference
between the economic value of assets and economic value of liability in response to a change in the
interest rate. The linkage between the two is established via modified duration of rate sensitive
assets and liabilities.

Policy and Procedure Overview:

The policy for Interest Rate Risk Management is in place. The broad overview of policy and procedure is given

below:

Principles of interest rate risk management: The policy of the Bank defines the principles and
objectives of the interest rate risk management. The Bank intends to address all material sources of
interest rate risk including gap or mismatch, basis, embedded option, yield curve, price, reinvestment
and net risk interest position exposures. To mitigate the impact of Interest Rate Risk, Bank shall go in
for several new hedging instruments available in the market such as Forward rate agreements,
Interest Rate Swaps, Options, Futures etc.

Roles and Responsibilities: Asset liability committee (ALCO) is responsible for the implementation of
interest rate risk management strategy of the Bank. The day-to-day responsibility of risk
measurement, monitoring, and evaluation rests with the ALM Desk and the Middle Office.

Measurement of interest rate risk: The Bank measures and manages interest rate risk in the banking
book by continuously monitoring the rate sensitive gap statements across pre-defined time buckets.
The Bank has defined the approach to study interest rate risk via Net Interest Income (NII) and
Economic Value of Equity approach.

Interest Rate Risk Limit: Bank uses interest rate gap limits in each time bucket as well as cumulative
interest rate gap limits across the time buckets.

Structure and Organization

The ALM risk management process of the Bank operates in the following hierarchical manner:
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Board of Directors

The Board has the overall responsibility for management of liquidity and interest rate risks. The Board
decides the strategy, policies and procedures of the Bank to manage liquidity and interest rate risk
including setting of risk tolerance limits and reviewing of stress test results.

Risk Management Committee of the Board (RMCB)

RMCB is responsible for ensuring compliance with regulatory requirements and also for identification,
measurement, monitoring and management of all risk inherent in the banking activities including liquidity
and interest rate risks. RMCB is supported by Assets Liability Management Committee (ALCO). ALCO are
in turn supported by ALCO desk.

Asset Liability Committee (ALCO)

ALCO is a decision-making unit responsible for ensuring adherence to the risk tolerance/limits set by the
Board as well as implementing the liquidity and interest rate risk management strategy of the Bank in line
with the Bank’s risk management objectives and risk tolerance. The ALCO is also responsible for balance
sheet planning from risk-return perspective including strategic management of liquidity and interest rate
risks. The role of the ALCO includes the following:

Product pricing for deposits and advances

Deciding the desired maturity profile and mix of incremental assets and liabilities

Articulating interest rate view of the Bank and deciding on the future business strategy

Reviewing and articulating funding strategy

Ensuring adherence to the limits set by the Board of Directors

Determining the structure, responsibilities and controls for managing liquidity and interest rate risk
Ensuring operational independence of risk management function

Reviewing stress test results

Deciding on the transfer pricing policy of the Bank

Risk Measurement Systems and reporting:

Liquidity Risk is measured using flow approach and stock approach. Under flow approach the Bank
manages and monitors the liquidity on the following basis:

Preparation and analysis of Structural Liquidity Statement: Bank prepares Structural Liquidity
Statement (SLS) on a daily basis for analysis of maturity gap according to RBI defined time buckets.
Daily SLS is being reported to top management. Bank also prepares SLS on each Friday, first and third
Wednesday and 15" and last day of every month and reports to ALCO. SLS on a Fortnightly basis is
being reported to RMCB also.

Static Ratio Analysis for various liquidity parameters: Bank prepares and analyses various Static
Ratios according to stock and flow approaches and reports to ALCO and ICAAC on a quarterly basis.

Dynamic Liquidity Analysis for likely position until 90 days: Bank is also preparing and analyzing
Dynamic Liquidity Statement (DLS) on a fortnightly basis. DLS is reported to ALCO on a monthly basis.
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e Back testing: Bank is also conducting back testing for 90 days on a quarterly basis and reports to
ALCO and RMCB and also short term back testing (14 days) of DLS conducted on a fortnightly basis
and reports to top management.

e Interest Rate Sensitivity Statement: IRS statement is reported to ALCO, RMCB and RBI on a monthly
Basis.

e Duration Analysis: Statement of duration and modified duration is reported to ALCO and RBI on a
monthly basis.

e Earning at Risk: Statement of EAR is reported to ALCO and RMCB on a monthly basis.

o The overall liquidity is monitored by the IRMD and Treasury Division. ALCO monitors the liquidity
position on regular basis as per the tenor buckets predefined by the Bank.

e As part of Contingency Funding Plan, Bank has made some line of credit arrangements with other
Banks.

Stock approach involves measurement of critical ratios in respect of liquidity risk. Analysis of liquidity risk also
involves examining how funding requirements are likely to be affected under crisis scenarios. The Bank has a
Board approved liquidity stress framework guided by the regulatory instructions. The Bank has an extensive
intraday liquidity risk management framework for monitoring intraday positions during the day.

IRRBB is measured and controlled using both Earnings Perspective (Traditional Gap Analysis) and Economic Value
Perspective (Duration Gap Analysis). Earnings Perspective measures the sensitivity of net interest income to
changes in interest rate over the next 12 months. It involves bucketing of rate sensitive assets, liabilities and off-
balance sheet items as per residual maturity/ re-pricing date in various time bands and computing change of
income under 200 basis points upward and downward rate shocks over a one year horizon. Economic Value
Perspective calculates the change in the present value of the Bank’s expected cash flows for a 200 basis point
upward and downward rate shock. The Bank also undertakes periodic stress testing for its banking book. This
provides a measure to assess the Bank’s financial standing from extreme but plausible interest rate fluctuations.

Quantitative Disclosures

b. Earnings Perspective (impact on net interest income)
Amounts in () million

Impact on NII

Impact of 200 bps parallel shift in interest rate on both assets & liability on Net Interest 5,195.2
Income (NII)

Economic Value Perspective (impact on market value of equity)
Amounts in (%) million

Impact on MVE

Impact of 200 bps parallel shift in interest rate on both assets & liability on Market 16,498.4
Value of Equity (MVE)
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Table DF-10: General Disclosure for Exposures related to Counter Party Credit Risk.

Qualitative Disclosures

Counterparty Credit Risk (CCR) is the risk that the counterparty to a transaction could default before the final
settlement of the transaction's cash flows. Unlike credit risk, where the exposure is unilateral and only the
bank faces the risk of loss, CCR creates a bilateral risk of loss: the market value of the transaction can be
positive or negative to either counterparty to the transaction. The market value is uncertain and can vary over
time with the movement of underlying market factors. Bank has put in place Board approved Group Credit Policy,
Investment Policy and Country Risk Management Policy for the management of counter party credit risk. CCR
limits are computed based on internal model that considers various parameters like financial risk scoring,
business risk scoring, industry risk scoring etc and limits specified in various Bank policies. The CCR limits forms
part of regular appraisal process.

The Bank deals in two groups of derivative transactions within the framework of RBI guidelines.
e QOver the Counter Derivatives
e Exchange traded Derivatives

The Bank presently deals in Interest Rate and Currency Derivatives. The Bank undertakes derivative transactions for
proprietary trading/market making, hedging own balance sheet and for offering to customers, who use them for
hedging their risks within the prevalent regulations.

Bank has not recognised bilateral netting and has not entered into any credit support agreements. Capital for CCR
is computed based on Standardized Approach.

Quantitative Disclosures updated
Amounts in (%) million

Particulars Notional Value Eq. Value
A | Forward Contracts 37,351.9 1,062.3
Out of above---
Forward Forex contracts 37,002.8 1,054.8
Forward Forex contracts (Original maturity less than 14 days) 349.2 7.4.
B | Swaps- Inter Bank 454,029.5 13,870.2
Out of above---
With Banks 350,039.3 11,619.1
With RBI 13,118.5 344.5
Inter Bank(Original maturity less than 14 days) 90,871.8 1,906.6
C Inter.est .rate contracts (Single currency other than floating/ 3,750.0 244
floating interest rate swaps)
Total (A+B+C) 495,131.5 14,956.8
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