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Progress over a Decade

(Rupees in lakh)

Capital & Gross Dividend No. of No. of
Year Reserves | Deposits | Advances | Earnings | Net Profit Paid Branches | Employees
%

2007-2008 | 137960.33 | 1701619.23/1084197.46| 179789.76 | 24174.10 50 431 4677
2008-2009 | 156702.70 | 2033328.53/1181004.50| 227055.14 | 26670.50 60 447 4947
2009-2010 | 183274.93 | 2373064.88/1443568.33| 235468.10 | 16711.97 40 464 5244
2010-2011 | 242908.10 | 2733644.63{1734807.09| 266260.26 | 20461.13 30 478 5795
2011-2012 | 259821.05 | 3160832.43{2072069.83| 344726.74 | 24607.02 35 503 6087
2012-2013 | 285708.14 | 3605622.13|2520767.88| 416192.94 | 34808.21 40 550 6339
2013-2014 | 305219.76 | 4058282.87|2834548.95| 469440.99 | 31103.43 40 600 7185
2014-2015 | 338906.05 |4600860.55/3167998.76| 520541.44 | 45145.02 50 675 7382
2015-2016 | 369058.42 | 5048820.95/3390244.84 | 553507.00 | 41529.14 50 725 7792
2016-2017 | 514258.15 | 5673310.82|3700364.62| 599473.91 | 45226.12 *40 765 7982

*Recommended
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DIRECTORS' 93 ANNUAL REPORT

Your Directors have pleasure in presenting the Ninety
Third Annual Report together with the Audited
Statement of Accounts for the year ended 31* March
2017 and the Auditors’ Report.

PERFORMANCE HIGHLIGHTS

Your Directors are pleased to inform that during the year
ended 31* March 2017, your Bank has been able to
achieve satisfactory growth in all the areas of operation.
Performance highlights for the financial year in the key
financial areas are as under:

QTWEETTIO SHOWPODL 93¢ TOXFT WO

w083 93¢ T [T, 31 [P 20178 ©oFRROR
BHFS SAFT BOZRHEOL B BHRTW B B, oy IF
3&_30030334 eﬁﬁﬁ@%&mecﬁ%d mohodeodn ZD&D@ TNOLTED mea
AT eBFD BOBReRTEBIT.

TOHNOD %mndasarieéo

TAE [OO IWWEOE, [weFE 31, 20173 AW, eROD, T,
BLTOWT ANF iegﬂ@écg B QBTTT AT [PRT DO
SR AT, ATFEBTTL TF ATV, BHFF THFT WTBOD
TRND BRWIRD S5 FSNT0SI:

® in crore) R sncune)
Particulars As ;’:a’r fé’r:(}:g As ;,’:a’r f:':(}:g EEHES 310320173/ 31.03.20168/
31.03.2017 31.03.2016 Smrogmod  Smerogmod
Deposits 56733.11 50488.21 Beednish 56733.11 50488.21
Advances 37003.65 33902.45 ExwMlelatetafen) 37003.65 33902.45
Investments 20219.73 16256.65 TRRIND 20219.73 16256.65
Gross Income 5994.74 5535.07 QED), STWOR 5994.74 5535.07
Operating Profit 995.80 854.53 AWEBETO 03 995.80 854.53
Net Profit 452.26 415.29 T ooy 452.26 415.29
The total business turnover of the Bank was WROT WY, WRTTY 31 [, 2017%ﬁ 384390.66

%93736.76 crore as on 31% March 2017, an increase of
11.07 per cent (Previous year ¥84390.66 crore). The
total assets of the Bank increased from ¥56500.33 crore
to¥64126.55 crore recording a growth of 13.50 per cent
forthe year2016-17.

The total deposits of the Bank grew from ¥50488.21
crore as on 31% March 2016, to ¥56733.11 crore as on
31" March 2017, registering a growth of 12.37 per cent.

During the year, low cost deposits of the Bank, viz.
Savings and Current Account Deposits have shown
growth of 24.23 per cent and constitute 29.04 per cent
of the total deposits of the Bank. The market share of
the Bank in deposits was 0.53 per cent.

The total advances grew from ¥33902.45 crore as on
31* March 2016 to ¥37003.65 crore as on 31* March
2017, an increase of 9.15 per cent. The priority sector
advances increased from ¥16149.99 crore to¥17238.77
crore which, together with the Rural Infrastructure
Development Fund (RIDF) exposure, formed 48.13
percent of Adjusted Net Bank Credit (ANBC) and
agricultural advances increased from ¥5836.74 crore to
¥6582.77 crore which, together with eligible RIDF
exposure, constituted 18.38 per cent of ANBC. Lending
under various socio-economic schemes has shown
satisfactory progress. The market share of the Bank in
loans and advances was 0.48 per cent.

BReE30003 T93736.76 B3N 0T, AW 0T T[HF YO
3e. 1107 &ggmmﬁ. WROBT WD), BRI 56500.33
BRCLICN0OT T64126.55 Zwecedn @65%, 2016—17@ 3e. 13.50
@m@&é TODRRORT.

méoés 3D, Bezsedo3n 31 Ww's 201630 Raz% 350488.21
300830008 31 WeFE 20171‘3& 356733.11 Bocesi SDOCS%,
3e. 1237 B, TRDSRNHIS.

BRE IRFTY I, B33 BeSBNEs YwPTHOD DI 159
003N Be. 24.230F) DO, AW WROBT 28 Beedod
3e. 29.04 RNBRAT. D BemBODY AT, R,08T
BIRTBEEOD D Be. 0.53 SNTTT.

Wi, WooN@Y 31 [ww'E 2016800 Bm, I33902.45
BReE30N0T, 31 WIRWE 2017% 337003.65 Bocednt DOTH,
ge.  9.150=) %zg@ﬁmo@d. BTBIOTONT  BOONTP
%16149.99 Boee3onon X17238.77 dwoetdn DO, BT VRRT
TOOR,  WYRROBOZ  ROBANAVY, AP [NoNBBY
(POTWR) Be 4813 AT, BRODT THTY FUTONT
S0onEey I5836.74 Fece3odow T6582.77 Focednt &)GCS%,
BTRRDF TOOW), WERAOBOZ DaTWI0NY Je. 18.38
TOOR, TRODT. ING AVWBT-SHFE 0SREBRITOD
DBOFRT  BRONBRYY 828000 ORIO
TRDTINIIT. 2.4, WRONBRAYY A, L0 T[PTFLOD
Toen e 0.48 SNTVIT.
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As on 31° March 2017 the total investments of the Bank
stood at ¥20219.73 crore, as against ¥16256.65 crore
as on 31* March 2016, showing an increase of 24.38
per cent.

OPERATIONAL PERFORMANCE

In the backdrop of subdued credit offtake experienced
by banks, the performance of your Bank can be
considered satisfactory for the year ended 31% March
2017. The gross income of the Bank was 3¥5994.74
crore and total expenditure (excluding provisions and
contingencies) was 34998.94 crore. The net interest
income was 31490.62 crore, showing a growth of 14.41
per centover previous year.

PROFIT

Your Bank earned an operating profit of ¥995.80 crore
for the year 2016-17 as against 3¥854.53 crore for the
previous year showing a growth of 16.53 per cent. The
net profit of the Bank increased from3415.29 crore to an
all time high of ¥452.26 crore showing a growth of 8.90
percent.

APPROPRIATIONS

The net profit of ¥452.26 crore which along with a sum
of 0.03 crore brought forward from the previous
year, aggregating to ¥452.29 crore, is appropriated as
under.

31 SoeeFE 2017% ?S%O%ﬁ 28 BRI 320219.73

ﬁme&o&é”;@% QW 3l B[ 2016% %16256.65
Boceichamb, 9 Je. 24.38 FO TDGNT.

RTTR0T AT

THZ  [OL  B[HBY SOONRT  DeTI deRBoD

TRTTINCRR, 31 [IeF 20173, AT, OIS ), ATFTTH
B WOONTBILTOWONT. LT Wt STONT) 5994.74
BoeL30IPNT, .83, W) (SWeTLD T BFYT RO
BpOTON) T4998.94 doces SNDIT. DTS B STODY
R1490.62 $Ree303PNTY, VY 0T SHEFOT Je. 14.410%),
d@@ TN,

et

I, L0 2016-170Y 995.80 Beed JTFTTD VBBV,
TN, AT LOTD THFTY W54.53 e300,
Je. 16.53 5@(5@ TODRNT. WROIT IFY STODY)
R415.29 Bpeesonon meRrTds NOF 452.26 Bweewn
DodcdNT), g Be. 8.9 FO DTN,

QAc3pennsd

dZY ool $452.26 300e3030007 00THR JRFT RCTED
0.03 3pce30n wsnRRomo3 %) 3452.29 éfaewo\‘x}m& 3SR
e33O WASRENT NG,

Appropriation Zincrore QRc3rennsd R dneuind®
Transfer to Statutory Reserve 125.00 TTITF TOY, IR SMOFSE 125.00
Transfer to Capital Reserve 112.80 WOBTIVY WEZOR TEmH 112.80
Transfer to Revenue, General & FOTON, BT, B VFeR 50

Special Reserves 68.60 AR InorRs 68.60
Transfer to Investment Reserve 8.75 TRRT T D03 TMRFRT 8.75
Balance carried over to Balance Sheet B TRW B Sexwod Fedd (TR w0
(including proposed Dividend and tax) 137.14 QBT D) 01 Ae0T0I) 137.14
Total 452.29 2, 452.29
DIVIDEND epthpler]

Having regard to the overall performance of the Bank,
expanded capital base on account of the successful
Rights issue in the ratio of 1:2 and also the positive
outlook for the future, the Board of Directors
recommended a dividend of %4 per share i.e. 40 percent
on the paid up capital (previous year 50 per cent) for the
reporting year. The dividend payout ratio for the year
works out to 24.99 percent as against last year's 22.69
percent. In accordance with the revised Accounting
Standard (AS)-4 ‘Contingencies and Events occurring
after the Balance Sheet Date notified by the MCA on
March 30, 2016, the proposed dividend including
dividend tax amounting to ¥136.05 crore has not been
shown as appropriation from the Profit as of March 31,
2017.

eIROE WIEF ONCED ATFBT B BOXT FI0ZT TR0DIY,
RRITY  V0REROW, TFT IR Fed 2.0TY, /-
0BT BOWOONE WOBHYT Je. 40TR), (OB TR AW
3e. 500). RO ae@%o:oz’»% ATIETTIT VOB
SO0 [TPRPVITH. TR STHFS  JRNZ C0gRo3
TROTONT BOIPeesy Be. 24.99 SNTIT. (20Teo IRE
Qw 3e.22.69 dmw). =oE 30, 2016 CSQ TRTRAIT
TTPFTEEF  F2¥zOONT  (MCA) ©Re330H03 m@@s
Clplelklelay q OBFE  (AS)-4 ‘@R%o:oé ) By BT
m&ioj: QJ0TT JOITTW FOTHFNED’ TTOT TRV L0
R136.05 Bncwd (wogpo3 301 Ke0TOL)oDZ), ©PEFF 31,
20178 HR03REN 2pZ0NY SRCOTLRNY,
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EARNINGS PER SHARE/BOOK VALUE

The earnings per share (basic) and the book value per
share as on 31% March 2017 stood at ¥19.38 and
%177.12respectively.

ISSUANCE OF EQUITY SHARES

During the year under report, with a view to augment
common equity, your Bank issued 9,42,35,441 equity
shares of ¥10 each at a price of ¥70 per share including
the premium of Z60per equity share on Rights basis in
the ratio of 1 (One) equity share for every 2 (Two) equity
shares held aggregating ¥659.65 crore as per SEBI
(ICDR) Regulations, 2009. The issue was subscribed
by 1.85 times. After keeping in abeyance 98,575
entittements pertaining to equity shares kept under
Suspense Account, Board of Directors allotted
9,41,36,866 equity shares on 08.12.2016. The Board of
Directors wishes to place on record its appreciation for
the confidence reposed by the shareholders of the Bank
and thank them for their overwhelming response to the
Rights Issue.

REVALUATION OF ASSETS

As permitted under the extant RBI Guidelines, your
Bank has revalued its Land and building having existing
book value of ¥119.39 crore. Appreciation of 3423.53
crore arising out of such revaluation is accounted with
corresponding credit to Revaluation Reserves and the
appreciation is reckoned for Tier-1 Capital after
applying discount of 55 per cent as permitted under
Basel lll guidelines.

CAPITAL FUNDS AND CAPITAL ADEQUACY RATIO

The capital funds of your Bank increased from 34185.24
crore to ¥5172.16 crore, registering a growth of 23.58
per cent. The Capital Adequacy Ratio stood at 13.30 per
cent as on 31% March, 2017, as per BASEL Ill norms
(Previous year 12.03 per cent). The capital funds of the
bank increased during the year under report, due to the
augmentation of common equity capital through Rights
Issue (3654.95 crore net of expenses) and revaluation
of Land & Building resulting in revaluation reserves to
the extent of ¥190.59 crores after discounting etc. The
Bank has been consistently maintaining the Ratio well
above the minimum of 10.25 percent stipulated by the
Reserve Bank of India. The market capitalisation as on
March 31, 2017 was ¥3976.26 crore.

CREDIT RATING

ICRA Limited ("ICRA") and Credit Analysis and
Research Limited, (“CARE”) who had rated the
Unsecured Redeemable Non-Convertible
Subordinated (Lower Tier-Il) debt instruments issued
during the earlier years aggregating 3600 crore have
retained the rating “ICRA A” and “CARE A’

3e0% 3w WmCH / JF :ﬁ‘aos
31 e 20178 083 JeOT STood (FRVHRT) T

QAT 5@@8 3N 19.38 308 R177.12 SN,

ai&s 3eonY NITH

TAE [TO BRFTY A, 2390 AW (PJBST’) AODIPRY
20093 e:a@zoio 103 020380 9,42,35.441 56&71%33334
R60 0000 Aeomod  X70008, 3T, SemTOR ATH
Q33 JeTd YVYWON 2.0 FeOT WTVTTOZ DBOAT), 24D,
%659.65 3pced TonRT. T8 LITWOD Se@d 1.85 d"’mow
TRT|OODKTY, JBFEBFT  FOBYOID  9.41.36.866 a8
BN, OTwOT 08.12.2016 TOW  wTFITD FemTONR
RWNBRRIAT, 98,575 Jendm), @IRZ HICHYOF
NS, B TYI eRIOD FOTPFTIY 08T SeTLWITTD
o83 Wedyy DTYRTN  IBFEIFT  OBYRRD  ITy
dsai;ﬁoﬁ:m‘% TRDIWIT ) ARNY BoETMN ERedT
©OMRE BEEOHMWN SOTINGT, FYRTT.

@nyd YTTTRPOesTeo

TR VOO TRETY D), WO 1939 deekd YTF IPOT
33, A0 BB BUBERY YIOT BIPAeFTLRAVAT. B3 PYIO'
RPDesTRHOT  T423.53 Bweeed m”a@a@wé @zssmﬁd%
VT, BIT BPOeFT0 WFON TMOF B [RIONT. 83
BT BPOeTTed IPOBIEBODI), erd ~1 LOBTPYTY
3e. 55 3RSTBROON NS RTINS,

WORTRY AR Ty WOTRY JOSREITTo VT

TAT HOOL BRETY AW, wOIT  WOTIY QAN
4185.24  3weedodon 35172.16  3weednt @65&@,
Je. 23.58 @@5@% TRDPNTOBS. 31 =[es'E 2017%1§

WOTY  BOIRFITY WD  Hemer Il oY
TRWAT  TPITOBBOS  Fe. 1330 <D (HoTE
JFE e, 12.03). BIT IVO THFBY Fed DFTWOWOWON
(3654.95 3Bnced) wonw W08 A0 DB TRENAY
BITBRIezT00TN (F190.59 Encd) OIS OBIY
GO %@Qo:ﬁaﬁcbgd. 83 QLIQ PTEOD ORTE R,0T
INOTBAT 3T WS Be. 10.25 Begs LTI, D), R,0D
QTOZToN Fo03N RO WOHTET. #wer 31, 2017300
08 PTBLE, L0WHVEFTED I3976.26 EReEs SN,

&@ms?é :53@5:@336

%000 BAFNYY WENBERRVAT R I600 3o
BRTT FTTITHE D5ee3N0N BOBIFTTLE SHES (39AT
BeeBll) 9DRTIAY eSS  YTO  [RITOB AL OWRIT
HOFOIRT AT, QNEE (VASTR) DY AT ©OT
BB 0FEE IWE (ARBT YNRW, ‘G-’ D) FeT* -’
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respectively for the aforesaid instruments. The
instruments with these rating are considered to have
adequate/high degree of safety regarding timely
servicing of financial obligations. Such instruments
carry very low creditrisk.

SUBORDINTED DEBT INSTRUMENTS

In order to augment capital under Tier Il Capital
structure, your Bank had issued subordinated debt
instruments under four series namely, Series | (3120.50
crore), Series Il (329.50 crore), Series Il (3200.00
crore) and Series IV (3250.00 crore) issued on
30.06.2007, 29.03.2008, 27.09.2008 and 17.11.2012
respectively, with each Series having a maturity tenure
of 120 months from the date of issue.

Series | (3120.50 crore) is due for redemption on
30.06.2017 (upon completion of 120 months from the
date of issue) and your Bank has ensured timely
interest payment on the said debt instruments since the
year 2007 and will redeem the said debt instruments as
per the scheduled timeline. The redemption value has
already been factored into while considering the capital
adequacy ratio (CAR) for the financial year 2016-17 and
therefore is noimpact on CAR post redemption.

FOREX BUSINESS

During the year under report, your Bank achieved a
turnover of ¥14561.52 crore in foreign exchange
business as against ¥14277.44 crore in the previous
year. The outstanding advances to export sector stood
at31631.02 crore as on March 31, 2017.

NON-PERFORMING ASSETS AND
PROVISION COVERAGE RATIO

Your Bank has been focusing on containing the non-
performing assets through better credit monitoring as
well as intensified efforts to recover the impaired assets.
However, in view of the continuing slowdown in the
economy and delinquencies in select sectors, the
Bank's Gross NPAs as on March 31, 2017 has
increased from 31180.40 crore (3.44 per cent) to
%1581.59 crore by the year end (4.21 per cent). The Net
NPAs stood at 3974.73 crore (2.64 per cent) as
against ¥795.47 crore (2.35 per cent) as on 31* March
2016. However, Provision Coverage Ratio (PCR)
improved to 54.00 percent as on March 31, 2017 from
48.39 per centas on March 31, 2016.

SEGMENT REPORTING

Pursuant to the Guidelines issued by RBI on Accounting
Standard 17 (Segment Reporting), the Bank has
identified four business segments viz., Treasury,
Corporate/Wholesale Banking, Retail Banking and
Other Banking Operations for the year ended
31* March 2017 as under:

:ﬁ?eroesoﬁrieéabA oM BERORE. B :@U%oﬁ@ WIZ
DRWNT), TR, mdﬁéﬁ WIE FodeBTNHTT. SHFE
BTIR BT FeBOPT, VR AODFF TR, 9B QOWROBIS.
Q03T 93060 TINW BRF [NONT LWTONT, BLODTOIT.

BT 90O JJN

§8ecdd AT (Tier Il) om0 SesITRMoN D, W0 Ty
BeedodQ wpes sdeomERYRY, Beed 1, (R120.50 3wees), Seed 2
(329.50 3weed), §QS§ 3 (%200.00 3oced) NP §€€5 4 (250.00
goced), BN QJ00F 30.06.2007, 29.03.2008, 27.09.2008
Tonp 17.11.2012 30T LITH IRRT. 33 B80T edoDd
mawgaa 9B NITHB BRAT DIWOFLOT 120 Soned ‘atﬁo:id

©T0Q Beed 13 (%120.50 Zoeed) 8B 30 T 20174 (2ITH
=53 OIOO0T 120 Sonsd) TREF SMOFYTOOT 9300 eIIN
OBEDNDTE D) W), W0 ATWO  90TING BedT
2FODI), 2007000 FPOTY TREWTY WOHT Tone IWO
90TENY mmmmﬁmq BT ADFOZ TTONTOTD
BRTRMDIT. B3 IPLTINYG IPOTPTITR, Ssmoride 2016-
178 20@mY BOIRFTT WDTITY  FOZRNIRFO0T,
TOIF T WRPTBT eSS OIPFTIe TOTVT BHRDY.

NWCD DATHOH wswms

B[O JREBY I, 29,08 14561.52 Boced DTIEd DA
BITOT  AOAT), oW JIRETY AW ]14277.44
gocesodeN. 31 [P 20178 TFHTONT BOONBT w0,
R1631.02 Breed SNTHIT.

ORTITE SN DIy TOLW @a‘bdg DTS

OTVTT BRONBNTI), SBOHN ITEW Y, OB N
[0ONT AT TFOH WY TWFONRROT BANY TRRRENTY
3% ZoRTT ROwRd FREOBWMIT. SwENR, W
SHFFZOD DDWFOT DB HoP [OORAYIT Aeomd0d
FOCEONYOTIN, LROFT 2ED) YIDIVTF BR0H 3083 31 [Ijese
2017%1§ J1180.40 Bncwdnvom (3e. 3.44) TU581.59 Bweeed
(Be. 42D)AIR), IWEOITY ©OF oaF. IFYY wHTTT
6:9?30033 ma 31 SweFs 2017% 974.73 dnpcd (3e. 2.64)
ejf\z:‘%, QT 31 [REFE 2016§ 795.47 3ned (3e. 2.35)
BN,  STRNR, BOW OPTE T (Lr8T) 31
BowE 20178 Be. 54.00 SNT (0Te0 BRFTY Be. 48.39).

00 SRTIITHT NN

0080 OFTE apleil QATeF BT WFT0LIONT mowFE 17
(ITH SPBIYTT  ONN) DRAFTEFER D TToN
WO [TFOE, 31 [E 2017%t§ 33 3YNTO3 SRS
wswms LONNYR, TS, VPN DT, mos&s /
EJatis aplelieT 2393 aplelieray W) =T &R,050M
RFETEIBRL SNTOTS.
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Treasury Operations

During the year ended 31 March 2017, your Bank has
earned total revenue of ¥1642.55 crore from Treasury
operations with a contribution of ¥442.87 crore to profit
before tax and un-allocable expenditure.

Corporate / Wholesale Banking

The revenue earned by the Bank during the year under
report from this Segment was ¥1814.36 crore with a
contribution of -56.12 crore to profit before tax and un-
allocable expenditure.

Retail Banking

During the year 2016-17, this Segment has earned
revenue of ¥2281.72 crore with a contribution of
3165.19 crore to profit before tax and un-allocable
expenditure.

Other Banking Operations

During the year ended 31* March 2017, this segment
has generated revenues of ¥256.11 crore with a
contribution of ¥-34.23 crore to profit before tax and un-
allocable expenditure.

MANAGEMENT DISCUSSION AND ANALYSIS

The financial year 2016-17 evidenced revelation both in
the international and national scenarios. The
international events included political changes in the
Advanced Economies (AE), fluctuations in the crude oil
prices, unsettled global political climate in some
of the countries etc. Factoring the international
developments, India also witnessed exchange rate
fluctuations, sluggish growth leading to slower pace of
exports, impact on consumer prices due to fluctuations
in the oil prices etc.

In order to contain the rising incidence of fake notes and
black money, on 08.11.2016 the Government of India
withdrew legal tender of specified bank notes (SBNs)
(i.e. denominations of ¥500 and ¥1000) issued by the
Reserve Bank of India and subject to certain conditions,
SBNs held by a person could have been exchanged at
the branches of Reserve Bank of India, public sector
banks, private sector banks etc., upto December 30,
2016. During the said period, Bank played a crucial role
in making the Government action successful and
impact of demonetization was transitional in nature and
momentum across all sectors has started picking up
since February 2017.

The headline inflation declined to lowest levels during
November 2016-January 2017. Drop in the prices of
vegetables and pulses leading to downward trend in the
inflation was visible during immediate months of post-
demonetization. This was due to cash intensive
transactions in the agri-commodities in the market.
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However, remonetization started firming up in the
month of January 2017 leading to firmer food and fuel
prices which drove the overall inflation in the month of
February i.e. Consumer Price inflation showed an
upward trend and stood at 3.81 per cent in March 2017
as against 3.65 per cent in February 2017 as against
3.17 per cent in January 2017. Pace of remonetization,
increase in oil prices are some of the reasons for
upward trend in the CPI.

With the Central Statistical Office’ provisional estimates
for 2016-17, real GVA growth for 2017-18 have been
projected at 7.3 per cent. Growth in the services sector
and industry and also implementation of uniform GST
and other structural reforms, is expected to take the
GVA rate to the expected level. Reserve Bank of India
has revised the inflation to an average 4 per cent for the
medium-term target of the FY 2017-18. Key upside
risks to inflation on the domestic front includes
uncertain monsoons, 7" Pay Commission impact, gap
in government deficit led by states etc. besides,
fluctuations in the international crude oil prices, volatility
in the global financial markets, rise in international
commodity prices etc.

DEVELOPMENTS IN THE BANKING SECTOR

The overall growth in bank deposits and credit during
the year remained sluggish especially during the
second half of the financial year 2016-17. Banks faced
unexpected surge in the flow of cash into their vault due
to demonetization move by the Government. The credit
off take witnessed downward trend. Post January 2017,
the remonetization started picking up, which resulted in
credit growth again and improvement in the
consumption.

Banking sector as such, credit expanded by 5.1 per cent
while deposits grew by 11.8 per centin the financial year
2016-17. Banking sector was embroiled in NPA issues
which dissuaded growth of credit to industry. On the
whole, the distressed assets is posing serious problems
and the Central Government, Regulator & banks are
making coordinated efforts to control the said menace.

In the recent past good number of Fin-tech companies,
small finance banks, payment banks, start up
companies etc have emerged in the Indian financial
sector and your bank treats it as an opportunity for co-
operation and collaboration in furthering the agenda of
financial inclusion wherever necessary.
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OPPORTUNITIES

Based on the prediction of normal monsoon,
considering the pace of remonetization, the economic
growth is projected at 7.3 per cent. The Government’s
thrust on infrastructure development besides
technological advancement in the manufacturing sector
may open up avenues to Banks to finance these
projects. The improved employment in the country,
higher income levels etc. augur well for the long term
sustainable growth of retail lending in the Indian market.
Government’s inclusive growth agenda may also bring

additional business to banks.

The biggest opportunity for the Indian banking system
today is the Indian consumer. Demographic shifts in
terms of income levels and cultural shifts in terms of
lifestyle aspirations are changing the profile of the
Indian consumer. This is regarded as key driver of
economic growth going forward. The focus of Union
Budget 2017-18 on reviving the rural economy and
doubling rural income could support rural consumption
demand more enduringly going forward which may
ultimately lead to increased business opportunities for
banks.

With an aim to promote digital payments and less-cash
society, several initiatives are being taken by the
Government of India. With the help of optimum
utilization of technology and telecommunication
system, ground-breaking methods are being
encouraged for financial transactions such as Aadhar
Enabled Payment Systems (AEPS), Unstructured
Supplementary Service Data for feature phone based
financial transactions (USSD), Mobile wallets, Unified
Payments Interface (UPI) etc. and your Bank perceives
ample opportunities to participate in the digital banking
movement.

In order to consolidate the laws relating to insolvency
resolution of corporate persons, partnership firms and
individuals in a time bound manner, the Government of
India notified the “Insolvency and Bankruptcy Code,
2016” (Code) on 28.05.2016. The code defines the
institutional framework, operative guidelines,
adjudicating procedures for time bound insolvency
resolution process and liquidation. With the
implementation of the Code, Indian lending system gets
advantages in dealing with stressed assets.
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OUTLOOK

With the technological advancement sweeping the
banking industry leading to steady migration to digital
banking, the operational landscape of Banks is likely to
change for the better enhancing cost effectiveness and
productivity. With the expected growth in the GDP and
improvement in export momentum, coupled with the
growing service industry, good monsoon etc., there are
great opportunities for the banks to improve their
business. However, the continued deterioration in
assets quality is haunting the banks and your bank is
hopeful of containing the NPAs through vigorous
monitoring efforts. The recovery of NPAs is also
expected to be aggressive. Further, ordinance to
amend the Banking Regulation Act, 1949 promulgated
by the Hon’ble President of India in the month of May
2017 is a positive move for the overall banking industry.

RISKS AND CONCERNS

In the normal course of business, banks are exposed to
various risks, namely, Credit Risk, Market Risk and
Operational Risk, besides other residual risks such as
Liquidity Risk, Interest Rate Risk, Concentration Risk,
Strategic Risk, Reputation Risk etc. With a view to
efficiently manage such risks, your Bank has put in
place various risk management systems and practices.
In line with the guidelines issued by the Reserve Bank of
India from time to time, your Bank continues to
strengthen various risk management systems that
include policies, tools, techniques, systems and other
monitoring and forewarning mechanisms.

Your Bank aims at enhancing and maximizing the
shareholder value by achieving appropriate trade-off
between risks and returns. Your Bank's risk
management objectives broadly cover proper
identification, assessment, measurement, monitoring,
controlling, mitigation and reporting of the risks across
various business segments of the Bank. The risk
management strategy adopted by your Bank is based
on a clear understanding of the risks and the level of risk
appetite, which is dependent on the willingness of your
Bank to take risks in the normal course of business. A
Board level committee, viz., Integrated Risk
Management Committee periodically reviews the risk
profile, evaluates the overall risks faced by the Bank
and develops policies and strategies for its effective
management.

Various senior management committees such as Credit
Policy Committee (CPC), Asset—Liability Management
Committee (ALCO), Operational Risk Management
Committee (ORMC) etc operate within the broad policy
framework of the Bank to ensure and enhance the risk
control and governance framework within the Bank.
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The Risk Management Department at Head Office
oversees the overall implementation of various risk
management initiatives across the Bank.

In line with the guidelines issued by RBI, your Bank has
implemented the New Capital Adequacy Framework
and is Basel Il compliant with effect from March 31,
2009, by adopting the basic approaches available
under the guidelines. While complying with all the
requirements of the basic approaches under Basel Il,
your Bank has taken the necessary steps to move over
to Basel Il Advanced Approaches as per the Road Map
approved by the Bank's Board in this regard. As a part of
the Basel lll, Pillar 1l -Market Disclosure requirement,
your Bank has made a detailed Pillar Ill Disclosure,
which is appended to this report as Annexure Il. The
Bank conforms to the Basel Il guidelines from April 1,
2013 and has also assessed the future capital impacts.

In compliance with Basel guidelines, the Bank has putin
place a policy document for Internal Capital Adequacy
Assessment Process (ICAAP) to evaluate its capital
adequacy relative to its risks. Stress testing framework
for various stress scenarios is also putin place for better
understanding of the likely impact of adverse market
movements/events on the capital and earnings. The
results of the ICAAP and Stress testing are reviewed
periodically to assess the capital requirement for the
projected business growth, keeping in view the risk
appetite and risk profile of the Bank. A Board level
committee, viz., Internal Capital Adequacy Assessment
Committee (ICAAC), reviews the risk appetite, risk
profile, business projections as well as capital
assessment of your Bank at periodical intervals

To evaluate and review the performance of various
business units/ products/ customers etc, your Bank has
introduced a scientific Fund Transfer Pricing (FTP) and
Customer Profitability Management System (CPMS)
for better management of risk and return. FTP & CPMS
enable the Bank to assess the profitability at various
levels like branch, product, customers, accounts,
regions etc. The system enables the Bank to perform
various profitability related analysis and helps the Bank
to make more business-focused decisions to increase
the long-term profitability.

For continuous monitoring of customer induced
transactions under various Alternate Delivery Channels
(ADC) and Core Banking Solution (CBS), your Bank
has implemented Enterprise Level Fraud Risk
Management System (ELFRMS) in September 2016.
This is an automated transaction monitoring system for
detection of frauds in customer accounts. Based on a
range of scenarios, various alerts triggered by the
system are monitored by ELFRMS team from various
risk and fraud angles. The system acts as a check on
potential fraud incidents as a preventive measure and is
intended to identify the potential fraudulent transactions
covering various channels like internet banking, mobile
banking, debit card, POS, CBS etc on real time basis,
based on predefined probable fraud scenarios.
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In line with guidelines issued by RBI, your Bank has
nominated a Chief Information Security Officer (CISO),
who is responsible for articulating and enforcing the
policies that Bank uses to protect the information assets
apart from coordinating security related issues in
implementation of new systems under Information
Technology inthe Bank.

KBL VISION 2020

Your Bank has adopted the KBL Vision 2020, a five year
business plan guiding the path of the Bank for achieving
set goals. Bank’s Vision 2020 document reflects the
aspirations of all the stakeholders for achieving various
targets by taking advantage of emerging opportunities,
upgrading IT infrastructure, strengthening audit,
vigilance and risk management practices and
compliance culture and taking steps to improve
efficiency of people, processes and products by
continuously evolving new strategies and policies and
create value for its shareholders by optimally utilizing
capital resources. As per the KBL Vision 2020
document, Bank’s total business turnover is projected
to increase to %1,80,000 crore with deposits of
%1,00,000 crore and advances of ¥80,000 crore by
March 2020 besides recording significant improvement
in key financial parameters. Bank is moving
progressively towards reaching above targets.

DISTRIBUTION NETWORK

During the year under report, your Bank opened 40 new
branches in 9 States —one each in the States of Punjab
and West Bengal, 2 each in the states of Andhra
Pradesh, Delhi [U.T], Kerala and Tamil Nadu, 3 in
Gujarat, 4 in Maharashtra and 23 in Karnataka. Out of
these 40 branches, 10 branches [9 in the state of
Karnataka and one in Kerala] have been opened in
Unbanked Rural Centres under Financial Inclusion
Initiatives of the Bank. Further, your Bank has added
117 ATM outlets at various locations during the year
2016-17. Your Bank has also 24 X7 e-lobby/mini e-lobby
facility at 110 locations. Bank also has 10,314 POS
(Point of Sale) machines across India (Previous year
3123 POS machines).

As at 31" March 2017, your Bank had 2,148 Service
Outlets i.e. 765 branches, 1,380 ATMs and 3 extension
counters spread across 21 States and 2 Union
Territories. Apart from the above, your Bank has 12
Regional Offices, an International Division, a Data
Centre, a Customer Care Centre, 4 Service branches, 2
Currency Chests, 2 Central Processing Centres and 3
Asset Recovery Management branches.
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Further, for better ambience and improved customer
service, your Bank shifted 17 branches/offices to new
premises during the year 2016-17.

CUSTOMER SERVICE

Every customer is important to us. Keeping this in mind,

several customer-centric initiatives have been
introduced by your Bank during the year under report.
To improve customer service and to reduce waiting time
of customers at branches, Bank has rolled out the
Single Window Service concept on a trial basis at 20
branches during 2016-2017. The Single Window
Service for non-cash transactions with Queue
Management System (QMS) has helped in reducing the
processing time at branches. Your Bank also introduced
the New Pension Scheme (NPS) for the unorganized
sector and facilitated investment to Sovereign Gold

Bond Scheme-2016-17.

Bank is actively involved in putting in place systems and
procedures to comply with the recommendations of the
Damodaran Committee on Customer Service,
constituted by the Reserve Bank of India, to look into the
banking services rendered to customers and the
grievance redressal mechanism prevalent in banks.
Your Bank has complied with all the recommendations
made by the said Committee.

Being a member of the Banking Codes and Standards
Board of India (BCSBI), your Bank adheres to standards
of banking practices while dealing with individual
customers and micro and small enterprises. BCSBI
conducts survey of select branches of the member bank
from time to time and provide its ‘Code Compliance
Rating’ and your Bank is ranked 17" amongst 51 banks
considered for the study during the year 2016-17.

DIGITAL BANKING

Bank has adopted the strategy of ‘Managing Channels
instead of Managing Branches’ and is always pioneer in
adopting technology driven delivery channels i.e.,
digital channels and bringing out innovations & value
additions in its existing digital channels. The major
digital initiatives taken by the Bank during the FY
2016-17 are:
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e Introduction of “KBL POS Manager” Android mobile
app for POS merchants to keep track of in-store
transactions;

e Mobile Banking App “KBL mobile” to ensure
instantaneous remittance;

e “‘KBL SMARTZ” Android mobile App on Unified
Payments Interface (UPI) platform of NPCI
facilitating Interoperability, Push - Pull Payments &
fund transfer through virtual address;

® Fincale e-Banking Application (FEBA) with a host of
new features such as IMPS, bulk upload, online
term deposit account opening, dashboard etc.

® RuPay International Platinum Debit Card for
privileged customers of the Bank with enhanced
withdrawal / purchase limit coupled with bundled
offers

® Co-branded credit Card in collaboration with State
Bank of India

Apart from the above, Bank has also introduced “KBL
Loan Junction” for submission of online loan
application. Besides, in order to promote
entrepreneurship amongst SC/ST, women, schemes
viz. “Start-up India”, “Stand-up India” were introduced.
“KBL Contractor Mitra “; KBL Commodity pledge Loan
were the other new Schemes initiated during the year.
Your Bank will continue to put efforts in the direction of
introducing products/services to cater to the needs of
present and prospective customer base and to be a
‘one-stop-shop’ for all financial requirements.

PARA-BANKING ACTIVITIES

With an aim to provide diversified financial products and
services and to maximise value addition to the
customers, your Bank provides para-banking third
party products such as Bancassurance, Mutual Funds,
Online Trading etc and during the year under report,
Bank has tied up with 5 institutions.

AWARDS AND RECOGNITIONS

Your Bank bagged the following awards during the year
under report in recognition of its achievement
under technology
performance etc.

initiatives, social banking, export
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ASSOCHAM Social Banking Excellence Awards
2016, under Small Banks category, received on
03-03-2017

1. Winner- Government Schemes.
2. Winner - Priority Sector Lending
3. Runnerup -Agricultural Banking.
4. Runnerup - Overall Best Social Bank.

IBA - Banking Technology Awards 2017, under the
following categories.

1. Winner - Best Financial Inclusion Initiatives
(Small Bank category).

2. Runner up - Best use of Digital and Channels
Technology (Small Bank Category).

"Best MSME Bank Award 2016" under Priavate
Sector, instituted by the Associated Chambers of
Commerce & Industry of India (ASSOCHAM), New
Delhi, received on 06-12-2016.

FIEO - Southern Region Export Excellence Award :
Best Financial Institution (Southern Region) for the
support extended to Export Business, for the year
2013-14 under the Gold Category, instituted by
Federation of Indian Export Organisations,
received on 08-10-2016.

Greentech Safety Award 2016 - GOLD AWARD, for
significant achievements made in the field of safety
and security, instituted by Greentech Foundation,
received on 29-08-2016.

"Certificate of Special Mention for use of
Technology for Financial Inclusion among small
banks" instituted by IDRBT, received on
18-07-2016.

CFBP Jamnalal Bajaj Awards 2015 for Fair
Business Practices - Certificate of Merit under the
category "Service Enterprises - Large", received on
14-06-2016.

Award of Excellence for Outstanding Performance
in MSME Funding, instituted by Federation of
Industry Trade & Services [FITS], received on
03-05-2016.

FINANCIAL INCLUSION

Financial Inclusion means making available the full
range of banking services at an affordable cost to the
people who do not have access to banking services. It
mainly focuses on the section of society not having
formal financial institutional support. Through the
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Financial Inclusion Plan, Bank aims at 'connecting
people' with the Bank and not just opening accounts.
This includes meeting the small credit needs of the rural
public, giving them access to the payments system,
providing remittance facility and life and health
insurance. Efforts are being made to optimize the
resources to achieve the goal of extending banking
facilities to the unbanked areas/deprived sections.

All the branches of the Bank are under Core Banking
Solution (CBS) and all the branches to be opened in
future will also be under CBS. Out of 765 branches,
Bank has 174 rural branches and all these branches are
provided with CBS offering all banking facilities to the
rural clientele in the gram panchayats or villages where
these branches are located. All the rural branches are
also acting as Financial Literacy Centers (FLCs) and
imparting Banking literacy among the rural Populace.

In accordance with announcement of Prime Minister
Jan Dhan Yojana (PMJDY) on August 15, 2014 revised
Strategy & Guidelines of Department of Financial
Services (DFS), Ministry of Finance, Govt. of India, has
been considered for implementation of Financial
Inclusion activity of the Bank. PMJDY takes in to
account both rural sub service areas (SSAs) and urban
wards for Financial Inclusion. Under the revised
financial inclusion plan, in rural areas, Bank is allocated
with 214 Gram Panchayats (GPs) for Financial
Inclusion, covering 297 Sub service Areas (SSAs)
consisting of 1039 villages in the states of Karnataka,
Chattisgarh, Maharashtra and Andhra Pradesh and in
urban areas, 313 wards are allocated in Karnataka and
other States. The Gram Panchayats are being
financially included through Brick and Mortar Branches
and Business Correspondents (BC). Your Bank has
been issuing RuPay PMJDY Debit Cards under the
domestic card payment scheme launched by the
National Payments Corporation of India (NPCI) and has
also introduced Aadhaar Enabled Payments System
(AEPS)atall BC locations of the Bank.

BRICKAND MORTAR BRANCHES:

As on March 31, 2017 Bank has covered 547 villages of
105 GPs through Brick & Mortar Branches.

BUSINESS CORRESPONDENT SERVICES (BC
SERVICES):

Bank has entered into an agreement with M/s BASIX
Sub-ki Transaction Ltd and M/s Integra Micro Systems
Pvt. Ltd. to provide online transaction facility and as on
March 31, 2017, 113 GPs with 141 SSAs covering 517
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villages of Karnataka, Andhra Pradesh and
Chhattisgarh States were covered under the above
arrangement.

ULTRASMALL BRANCHES (USBs):

As permitted by the Reserve Bank of India Bank had
opened USBs where business correspondents (BCs)
could conduct operations and thereby boost
confidence of customers to use their financial services.
Ason 31" March 2017, your Bank has 37 USBs.

ELECTRONIC BENEFIT TRANSFER (EBT) - PILOT
PROJECT OF GOVT. OF KARNATAKA:

Bank is participating in Govt. of Karnataka (GOK) EBT
Pilot project for NREGA/SSP beneficiaries under - “One
District - Many Bank Model” and is disbursing the
payments under the above schemes to the
beneficiaries using smart card and hand held machines
at 5 Gram Panchayat locations in Chitradurga and
Yadgir districts.

DIRECT BENEFIT TRANSFER (DBT):

Bank is actively participating in Direct Benefit Transfer
(DBT) Programme of Govt. India, wherein, the Govt.
would transfer benefits of various Schemes directly to
the beneficiaries Aadhaar enabled bank accounts and
also accounts seeded with LPG ID in case of transfer of
subsidy for LPG. For this purpose, Bank has on
boarded with NPCI for Aadhaar Payment Bridge
System (APBS) under National Automated Clearing
House (NACH). Revised DBTL was introduced on
November 15, 2014 and launched throughout the
country on January 1, 2015. Both the Aadhaar based
and LPG ID based approaches are made available to
customers across all branches of the Bank.

FINANCIAL LITERACY AND CREDIT COUNSELING
CENTERS(FLCCS)

Bank has sponsored 5 FLCs at B.C Road, Tiptur,
Hangal, Kundagol and Alur in a joint venture with M/s
Jnana Jyothi Financial Literacy and Credit Counseling
Trust, Manipal. During the financial year 5 FLCs
sponsored by the Bank have conducted 1227 Financial
Literacy campaigns and 50024 participants had been
covered. In adherence to RBI guidelines all the rural
branches of our Bank are also conducting financial
literacy Camps.
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SOCIAL SECURITY SCHEMES:

Three Social Security Schemes- Prime Minister Jeeven
Jyothi Bima Yojana (PMJJBY), Prime Minister
Suraksha Bima Yojana (PMSBY) and Atal Pension
Yojana (APY) have been launched by Hon’ble prime
Minister on 1* June 2015. All the branches of your Bank
are actively involved in providing the above benefits of
the schemes to the customers across the country.

1) PMJJBY provides life Insurance coverage of
%2,00,000/- by paying yearly premium of ¥330/-.
A person aged between 18 to 50 years holding
account in a bank is eligible for the scheme. Atotal
of 1,36,200 lives have been covered till 31.03.2017.

2) PMSBY provides Accidental insurance coverage of
%2,00,000 by paying yearly premium of 312/-. A
person aged between 18 to 70 years holding
account in a Bank is eligible for the scheme. A total

of 1,99,390 lives have been covered till 31.03.2017

3) APY This scheme was launched by the
Government of India on 9" May, 2015 to address the
old age income security needs of the citizen in an
affordable manner linked to auto debit facility from
the bank’s savings account of the subscriber. Your
Bank is actively participating in the scheme, with all
branches being registered as Point of Presence-
Service Provider (POP-SP) for APY. As on 31-3-
2017 Bank has opened 23181 APY accounts.

PRIME MINISTER JAN DHAN YOJANA (PMJDY):

In accordance with announcement of Prime Minister
Jan Dhan Yojana (PMJDY) on August 15, 2014, revised
Strategy & Guidelines of Department of Financial
Services (DFS), Ministry of Finance, Govt. of India, has
been considered for implementation of Financial
Inclusion activity of the Bank. PMJDY takes in to
account both rural, semi urban, urban wards and metro
for providing basic banking facilities to the unbanked
populace. PMJDY also provides scope for RuPay debit
card thatis inclusive of %1 lakh accidental insurance.

All the branches across the country have opened
accounts under PMJDY and are issuing RuPay Debit
Card under the domestic card payment scheme
launched by the National Payments Corporation of
India (NPCI).

Atotal of 25,10,929 accounts have been opened under
PMJDY since 15.08.2014 till 31.03.2017, with
outstanding balance of ¥2545.80 crore. A total of
2,09,197 RuPay cards have been issued so far by the
Bank.
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AADHAAR ENABLED PAYMENT SYSTEM (AEPS):

The Bank has introduced AEPS transaction services
offered by National Payments Corporation of India
(NPCI) at all Business Correspondent (BC) locations of
the Bank. Any bank customer having any type of SB
accountthatis Aadhaar enabled can now transact at the
BC point.

CORPORATE SOCIAL RESPONSIBILITY

Businesses play an important role in the growth of
an economy. The growth of the economy
becomes meaningful only when it translates to the
welfare of the society. Towards this end, business
establishments have to align their objectives in
such a way that they also contribute to the
development of the society with special concern
for uplifting the marginalized sections of the
society. The Corporate Social Responsibility
initiatives of the Bank are designed to ensure that
the Bank adds social, environmental and
economic value in all its activities to make a
positive, sustainable impact on both society and
business. In this direction, your Bank has been
responding well over the years through various
social initiatives and has identified some core
areas of intervention like healthcare, education/
livelihood enhancement, empowering women/
socially and economically disadvantaged,
environmental sustainability/ green initiatives,
protection of heritage/culture, promotion of sports,
rural development etc. aimed at improving the
overall development of the society. Further, to
minimize the urban — rural divide, your Bank has
been strengthening its rural orientation through
initiatives aimed at imparting financial literacy and
extending banking services to the people in rural
unbanked areas, in a fair and transparent manner,
atan affordable cost.

Further, pursuant to Section 135 of the
Companies Act, 2013 read with Companies
(Corporate Social Responsibility Policy) Rules,
2014, the Board has setup a Committee of
Directors namely, 'Corporate Social
Responsibility (CSR) Committee’ and has also put
in place a Policy on Corporate Social
Responsibility (CSR Policy) to undertake
projects/programmes in pursuance to the above
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Policy. The contents of the CSR Policy along with
the report on amount spent on various
projects/programmes during the financial year
2016-17 is detailed in Annexure VI to this report
pursuant to Rule 8 of the Companies (Corporate
Social Responsibility Policy) Rules, 2014

BUSINESS RESPONSIBILITY REPORTING:

In terms of SEBI (Listing Obligations and
Disclosure Requirements) Regulations, 2015,
your bank is one of the Top 500 listed entities
based on the market capitalization as on March
31, 2016, and is required to report Business
Responsibility Reporting describing the initiatives
taken by the Bank from an environmental, social
and governance perspective as per the format
prescribed by SEBI which is enclosed as
Annexure VIII.

INTERNAL CONTROL SYSTEMS, THEIR
ADEQUACY AND COMPLIANCE

An effective and sound internal audit function
provides independent assurance to the board of
directors and senior management on the quality
and effectiveness of Bank’s internal control, risk
management and governance systems and
processes, thus helping the board and the senior
management in protecting the organization and its
reputation.

Your Bank has putin place an effective and robust
internal control apparatus, commensurate with its
size, geographical spread and complexity of
operations. At the apex level, guidance and
direction on the control aspects is vested with the
Audit Committee of the Board of Directors which
takes an overall view on the internal control
aspects and formulates all the related policy
guidelines. The Bank has put in place an
independent Compliance Departmentin charge of
the entire compliance functions of the Bank.

Historically, the internal audit system in the Bank
has been concentrating on transaction testing,
testing of accuracy and reliability of accounting
records and financial reports, integrity, reliability
and timeliness of control reports and adherence to
legal and regulatory requirements. With the
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implementation of Risk-Based Internal Audit
(RBIA), greater emphasis is placed on the internal
auditor's role in mitigating various risks. While
continuing with the traditional risk management
and control methods involving transaction testing
etc., the risk-based internal audit would, not only
offer suggestions for mitigating current risks but
also on potential future risks, thereby playing an
important role in the risk management process of
the Bank.

The risk assessment under RBIA would cover
risks at various levels (corporate and branch;
portfolio and individual transactions etc.) as also
the processes in place to identify, measure,
monitor and control the risks. The internal audit
department is devising the RBIA risk assessment
methodology, with the approval of the Board of
Directors, keeping in view the size and complexity
of the business undertaken by the Bank. The risk
assessment process would include the
identification of 'inherent business risks' in the
various activities undertaken by the Bank, and
evaluate the effectiveness of the control systems
for monitoring the inherent risks of the business
activities ('Control Risk') and then draw up a risk-
matrix by taking into account both the factors viz.,
inherent business and control risks.

In pursuance of seeking periodic assurances on
the adequacy and efficacy of internal control
functions, the Bank causes periodic Regular
Inspections and Information System (IS) Audit of
all the branches and offices. Besides, your Bank
also covers select branches under concurrent
audit, the aggregate turnover of which account for
over 64.03% of the gross bank credit and over
50.37% of aggregate deposits of the Bank. Short
Inspection of all the branches which are not
subjected to concurrent audit is also caused
besides, concurrent audit of treasury functions
(both domestic and forex), International Division,
Forex designated offices, Central Processing
Centre, Currency Chests, Information Systems
audit of Data Centre and DR Site etc. Besides, the
Bank has also been causing Stock and Credit
audits of large borrowal accounts by external,
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professional audit firms in furtherance of effective
credit administration. The Bank has also taken
prompt action on the implementation of the RBI
Guidelines on Information Security, Electronic
Banking, Technology Risk Management and
Cyber Frauds.

To appraise the effectiveness of management at
different levels in accomplishing the assigned
tasks towards achieving the overall corporate
objectives, Management Audit is also introduced
by your Bank for Departments at Head Office &
Regional Offices.

Your Bank has put in place the policies and
procedures for ensuring orderly and efficient
conduct of its business, safeguarding of its assets,
prevention and detection of frauds and errors,
accuracy and completeness of the accounting
records and timely preparation of reliable and
transparent financial information. The Audit
Committee of the Board periodically assesses the
effectiveness of the internal financial controls and
their adequacy and issues directions for its
strengthening wherever found necessary.

Your Bank is in the process of automating the
internal audit processes during the year 2017-18.

Considering the need for having a strong
collection mechanism and to contain slippages of
borrowal accounts into NPAs and improve asset
quality, the Credit Monitoring Department at Head
Office and Credit Monitoring teams at Regional
Offices ensures adherence of post sanction
compliance requirements and follow up of
advance through effective control and
communication mechanisms.

ECONOMIC AND STATISTICAL RESEARCH CELL

Under the ever-changing business environment and to
stay ahead of times in terms of product and services
offering, and pricing and positioning, your Bank has
setup an ‘Economic & Statistical Research Cell’ at the
Head Office to provide strategic inputs to the
Management in devising policies and also suggestions
to various business units in the matter of pricing,
costing, product launching, positions etc.
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CENTRALISED PAYMENT & RECONCILIATION
CELL

To enable timely reconciliation of various transactions
carried out through technology enabled payment
channels like NEFT, RTGS, IMPS, UPI etc happening
within the Bank and between banks and the settlement
of these transactions between banks, a separate
centralised cellis functioning at the Head Office.

RISKBASED SUPERVISION (RBS)

In view of the growing complexities in the
processes, product offerings and systems &
procedures in the Indian banking sector, pursuant
to the recommendation of the High Level Steering
Committee, Reserve Bank of India has shifted
supervisory stance to risk-based approach called
Supervisory Program for Assessment of Risk and
Capital (SPARC) which is focusing on evaluating
both present and future risks, identifying incipient
problems and facilitating prompt intervention/
early corrective action etc. Your Bank has been
included under the same and migrated to Risk
Based Supervision since 31* March, 2015 and the
system is working satisfactorily. A plan of action
for monitoring various risks as advised by RBI has
also been putin place.

COMPLIANCE FUNCTION

As an important element in Corporate
Governance structure, the Bank has set up a
robust Compliance department with sufficient
independence to promote healthy compliance
culture within the Bank. The compliance function
in the Bank ensures strict observance of all
statutory provisions, guidelines from RBI & other
regulators, standards and codes prescribed by
regulatory bodies besides Bank's internal policies
and fair practices code. Further, the compliance
function includes interpretation/ dissemination of
regulatory and statutory guidelines, observing
proper standards of market conduct, managing
conflicts of interest and treating customers fairly.
The Bank's compliance function assists the top
management in managing the Compliance Risk
effectively. The risk- based compliance
programme of the bank, under the supervision of
head of compliance department, ensures
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appropriate coverage across businesses and co-
ordination among risk management functions
besides verifying the level of compliance through
'‘Compliance Testing' of branches. The Bank
carries out an annual compliance risk assessment
to identify and assess major compliance risks
faced by it and takes steps to manage the risks
effectively.

MANAGEMENT INFORMATION SYSTEM

The growth of Bank’s business, introduction of
prudential norms and Basel requirements,
increasing regulatory and internal reporting and
the various business decision making
requirements have necessitated the Bank to
build a well-coordinated information transmission
system. Management Information System makes
available information for various requirements of
branches/offices, top management, regulators
and external agencies, Balance sheet reporting,
Capital computation, Risk based supervision,
Internal business reviews etc. The Bank has also
implemented a Centralised Data Repository for
Automatic Data Flow to RBI.

INFORMATION TECHNOLOGY

The Core Banking System (CBS) covers all the
branches and offices of the Bank as on 31.03.2017.
Alternate delivery Channels like ATM, Internet Banking,
Mobile Banking, UPI App etc., have also been
integrated with CBS. Disaster Recovery (DR) facilities
for all the critical applications are established to ensure
business continuity in the event of primary site failure. A
three-way data replication aimed at zero data loss is
also implemented for applications such as CBS, ATM,
and Internet Banking.

The other technology enabled initiatives include the
Asset Liability Management System (ALM), Central
Data Repository (CDR), Lending Automation
Processing Solution (LAPS) and Anti Money
Laundering (AML) system, Mobile Banking, Integrated
Treasury, Interactive Voice Response (IVR) System,
Solutions for managing Market Risk and Operational
Risk etc.

During the year under report, your Bank has undertaken
several IT projects like setting up of new
primary/secondary sites for SWIFT application, New
switches for ATM and Card Management, Newer
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version of e-Banking platform, Live video streaming
from Head Office to the entire bank workforce, Aadhar
Enabled Payment System (AEPS), MicroATM
management via Fl (Financial Inclusion) Gateway,
Alternative Network Lines for important business
centres for ensuring business continuity, Introduction of
Centralised Account Verification (CAVC) Process. Your
Bank will continue to observe technological revolutions
and take appropriate decision at the right time to
provide premier banking services.

With a view to enhance security measures under digital
banking, Enterprise Level Fraud Risk Management
Solution has been implemented.

Further, in view of increased dependency on IT
products and services and also increase in the volume
of fraud/attacks observed in the industry, Bank has put
in place a robust ‘Cyber Security Policy’ and also
initiated steps to further strengthen its IT, Cyber, and
Information Security systems by putting in place
required hardware/software/appliances in line with the
industry best practices.

HUMAN RESOURCES

The Banking industry across the country is now
being exposed to various changes which have a
direct impact on the existing systems and sphere
of activities. The survival and prosperity of any
industry depends upon the quality of its human
resource and banking industry is not an exception
to this. Accordingly, your Bank attributes the
greatest importance to human resource
development activities.

Your Bank deputes its employees to various
training and development programmes to
upgrade their skills and competencies and
contribute towards the growth of the Bank. The
Bank has a well-established Staff Training
College having state of the art infrastructure
facilities and expertise in conducting training
programmes. Besides, Officers requiring
specialized training are being deputed to various
programmes conducted at Southern India Banks’
Staff Training College, Bangalore, National
Institute of Bank Management, Pune, Reserve
Bank’s College of Agricultural Banking, Pune,
Institute for Development and Research in
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Banking Technology, Hyderabad etc. During the
year 2016-17, the Bank has deputed the
employees to various trainings/workshops/
conferences to update/improve their knowledge.
There were 1517, 378 and 192 nominations to
various programmes in the category of Officers,
Clerks and Substaff respectively during the year
under report.

As on 31" March 2017, Bank had 7982
employees. The Business per employee
(excluding interbank deposits) has improved
from 10.83 crore as on 31* March 2016 to ¥11.74
crore as on 31* March 2017. Further, your Bank
has maintained cordial industrial relations.

Your Bank has put in place an institutional
mechanism for protection of women employees at
the workplace and adopted a policy pursuant to
Section 22 of the Sexual Harassment of Women
at Workplace (Prevention, Prohibition and
Redressal) Act, 2013, providing for protection of
women employees against the sexual
harassment of women at the workplace and
redressal of such complaints. The details of the
complaints under the above Policy for the year
under reportare as under:

BRE 2016-178Q OB ANF ITBeSNOR, FOIPFTOTE,

zdmﬁe%iSﬁ@ﬁ 3@ m&o@ﬁﬁﬁm%

Qo3peT. 3&@&@5 ©9RT SRS éz&gﬂmoa@mﬁ. 0t 1517

POBFS BRI

ORTONWD, 378 MB[RADADL DT 192 FH0DT
200N, QG FOODF BRNTY Qodeey
STLIRDRRVAT.

31 SweEEs 2017 zomé méoﬁo WE, 7982 ;‘oz&o@rﬁ@éa’ncl
BROOT.  Bow NWUREN IRTIT (YOWT WRT 3ewmed
TpRTZoN) TULT4  Boeewdn m@%ﬁmo@d% QW 31 TREE
20163, 210.83 Focedt BN, TN IRFTOR VI, WO
JPFCT-STES FOLOH APTODF ONSWON TNOTNZODT.

BRI TROVTROE T DT W JFE FeA
(B0, DRG [T ATTFW) TOWS 2013 TonL DR
228 ©oWATIRN ), WR,0D YNFHIT T Tone A0S
OBmo33 BT, QNFATY, LD QOTRLANIR 3w
) & PONECS Q ) &
RODFAINTYY  YLOERNNTNTRE  YONT  3NDYT TG,
TERMN T WoTT BRWNG DJemvdmon BRYTTT
FRNIR, SRDERYING. VOB FRETHONFH [IH

TTETY 20T TROT LTTNL 83 FINTOLE.

VIGIL MECHANISM

The Bank has implemented the Protected Disclosure
Policy (Whistle Blower Policy) since the year 2007
intended to promote participation of employees at all
levels and detection of corruption, misuse of Office,
criminal offences, suspected /actual fraud, failure to
comply with the rules and regulations prescribed by the
Bank and any events /acts detrimental to the interest of
the Bank, depositors and the public resulting in financial
loss/operational risk, loss of reputation etc. Further, the
mechanism adopted by the Bank encourages the
Whistle Blower to report genuine concerns or
grievances and provides for adequate safeguards
against victimization of Whistle Blower who avails such
mechanism and also provides for direct access to the

Number of complaints pending as at NIL BOFT IRFT TYOOPTY 0 YWPHTOT CIRRTR
the beginning of the financial year BRIAY B0, %
Numbgr of complaints filed during the NIL sGFE FRFO 20T SetAY Foss RRITER
financial year ) ) agy
Number of complaints pending as on NIL BHFT IRFT WOZTY 8 YPHTV SRTT
end of the financial year TRIBAT F03, ag
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Chairman of the Audit Committee, in exceptional cases.
The Vigil mechanism is reviewed periodically. The
details of Whistle Blower Policy is posted in our website
and available at the link www.karnatakabank.com
Iktk/ Protected Disclosure.jsp

EMPLOYEE STOCKOPTION SCHEME (ESOP)

Your Bank had implemented Employee Stock Option
Scheme (ESOS 2006) and during the year under report,
a total of 13,060 equity shares were allotted to the
employees under the scheme. Out of the total
15,00,000 stock options granted, 12,09,834 options
were exercised and the balance 2,90,166 options
lapsed due to non-exercise of the options vested in the
employees. The employee stock option scheme had
exercise period of 5 years from the date of last vesting
date and accordingly, the scheme has come to an end
on 19.10.2016, upon completion of 5 years period.
Disclosure in respect of Employee Stock Options
Scheme pursuant to SEBI Regulation/ guidelines is
giveninAnnexure | to this report.

‘INDAS’IMPLEMENTATION

As per the roadmap given by Reserve Bank of India
(RBYI), transition to "Ind AS" in banks will commence
from the accounting period beginning April 1, 2018
onwards.

STRATEGY FOR ‘IND AS’IMPLEMENTATION IN THE
BANK:

In order to facilitate effective Ind AS implementation in
your bank, the Audit Committee of the Board has laid
out the strategy for convergence and implementation of
Ind AS in the Bank, which includes -

a) Diagnostic study to find out the differences
between the current accounting framework and
Ind AS framework.

b) Evaluating business impact on profitability,
budgeting, taxation, Capital planning and Capital
adequacy

c) Identifying issues having significant impact on
information systems including Information
technology (IT) Systems.

d) Developing/ strengthening Data capturing
systems for Data analytics and Data Mining

Analyse impairment issues, revaluation of assets,
documentation and disclosure requirements.

Explore the possibilities of availing the services of
external resource persons/ firms in connection
with implementation of IndAS
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Your Bank has set up a Steering Committee headed by
Ind AS
implementation process in the Bank. M/s Ernst & Young

the Managing Director, to facilitate the

have been appointed to provide assurance services for
Ind AS implementation, to carry out diagnostic study
and to provide consultancy in the preparation and
submission of Proforma Ind AS Financial statements to
RBI beginning from half year ended September 30,
2016, onwards. In this regard, your bank has duly
submitted the Proforma Ind AS Financial statements for
the half year ended September 30, 2016, after obtaining
the approval of the Audit Committee of the Board.
Further, your Bank would proceed to carry out the
strategy laid out by its Audit Committee of the Board, for
facilitating effective and successful implementation of
Ind AS on the transition date in accordance with the
relevant guidelines.

DIVIDEND DISTRIBUTION POLICY

During the year under report, your Bank has adopted a
Policy on distribution of Dividend to the shareholders
pursuant to the Regulation 43A of the SEBI (LODR)
Regulations, 2015. Gist of the Dividend Distribution
Policy is as under:

e Being a Banking entity, Dividend Distribution Policy
is guided by the RBI Circular DBOD.No.BP.BC.88
21.02.67/2004-05 dated May 5, 2005 with regard to
eligibility criteria for distribution of dividend.

e Factors considered for recommendation of dividend
include both internal factors such as financial
performance, dividend payout trends, tax
implications, corporation actions and external
factors such as shareholders expectations, macro
environment.

e Factors considered for determining the quantum of
dividend include financial performance, capital fund
requirements to support future business growth,
having regard to the dividend payout ratio
prescribed under the aforesaid RBI Guidelines.

The Dividend Distribution Policy of the Bank is
hosted on our Bank's website.

DIRECTORS AND CHANGES IN THE BOARD

As on March 31, 2017, your Bank had a total of eight
Directors, including a woman director. All of them,
except Mr.D Surendra Kumar, Additional Director and
Mr. P Jayarama Bhat, Managing Director and CEO, are
Independent Directors. The details of the criteria for
appointment and remuneration of Directors are
provided in the report on Corporate Governance
forming part of this report. During the year under report,
five directors retired from their office as under:
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,ﬂ)‘. Name of the Director Designation Remarks 5‘:}5 ABFeTIS BT &g eas
1 | Mr. TR Chandrasekaran | Independent | Retired on 09.06.2016 upon 1| & 8. ©T. womdealSy | BB0Z ©S0°.0.8. BRNEBIEFON0E
Director attainment of upper age limit ATFETTD | TWOD 70 THE ZoRFOOB
of 70 years as per RBI Q008 09.06.2016 Tow
Guidelines. e
2 | Mr. SV Manjunath Independent | Retired on 24.10.2016 upon 2 | 3¢ om.omowmE | 3303 37%050”; SSess ?;fog
Director completion of 8 years in office ABFEBBD 1949. Ag= 10“;(2“) ©
int  Selection 10A (2A aﬁoja % JRENEG dd&)
in terms of Selection 10A (2A) BORHPTOOT HF0S
of Banking Regulation Act, 1949 24.10.2016 SomH DI
3 | Mr. D. Harshendra Kumar | Independent | Retired on 24.10.2016 upon 3| 2 & BEerom H[RT| 7303 ?ﬁiéog;fﬁggg fgfg
. ) o 3208 2
Director ‘compleuon of8y§ars in office ABFEITRD wdodo 8 IR 05@
in terms of Selection 10A (2A) aoudaq;daod o008
of Banking Regulation Act, 1949 24.10.201630% AR
4 | Dr. H. Ramamohan Independent | Retired on 24.10.2016 upon 4 | @07 oRRRTT Z2og, 3%030;‘@ SMPesT 00T,
Director completion of 8 years in office Sorezagy | 1949 A3F 102(29) ogob
int  Selection 10A2A azﬁoﬁa B IRENY e)d@
interms of Selection 10A(2A) OEOHTOOT OO
of Banking Regulation Act, 1949 24.10.201630% T8
5 | Mr. Ananthakrishna PartTime | Retired on 26.10.2016 upon 5 | &¢ w038y 60R08 ET LA, BRNETOFIDOT
Non-Executive | attainment of upper age limit of ROOFImFEEcEs| TROD 70 e DONLHTOOT
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The Board places on record its appreciation for the
valuable contributions and the guidance given by the
above directors during their tenure in Office.

During the year under report, Mr. D Surendra Kumar,
was appointed on the Board as an Additional Director
w.ef. 29.12.2016 and as per Section 161 of the
Companies Act, 2013 he would hold office upto the date
of ensuing Annual General Meeting. Bank has received
necessary notices under Section 160 of the Companies
Act, 2013 proposing his candidature for appointment as
Independent Director of the Bank and having regard to
his vast experience, rich knowledge and expertise, your
Directors recommend his appointment. A brief resume
of Mr. D Surendra Kumar is furnished in the notice of the
Annual General Meeting.

Upon attainment of upper age limit of 70 years of age,
Mr. Ananthakrishna retired from office of the Part-time
Non-Executive Chairman on 26.10.2016 as per extant
guidelines of Reserve Bank of India. Thereafter the
position of Chairman was vacant and Mr. P Jayarama
Bhat resigned from his position as Managing Director &
CEO and the Board of Directors at its meeting held on
April 12, 2017 has, after inducting him as Additional
Director on the Board, appointed him as Part time Non
Executive Chairman (who assumed charge on
12.04.2017) pursuant to the approval received from the
Reserve Bank of India vide their letter DBR
Appt.N0.12034/08.40.001/2016-17 dated April 10,
2017 in accordance with Section 10B (1A)(i) of the
Banking Regulation Act, 1949.
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In terms of Section 161 of the Companies Act, 2013,
Mr. P Jayarama Bhat has been appointed as an
Additional Director and would hold office upto the date
of ensuing Annual General Meeting. Considering his
experience, knowledge and expertise, and the
contribution made during his tenure as MD & CEO of the
Bank, your Directors recommend for approval of his
appointment as a Director of the Bank. A brief resume
and remuneration payable to Mr. P Jayarama Bhat is

furnished in the notice of the Annual General Meeting.

MANAGING DIRECTOR AND CHIEF EXECUTIVE
OFFICER (MD & CEO)

Consequent to the appointment of Mr. P Jayarama Bhat
as the Non-Executive Chairman, position of Managing
Director & CEO of the Bank was vacant and the Board
at its meeting held on April 12, 2017 appointed Mr.
Mahabaleshwara M S as Managing Director & CEO of
the Bank pursuant to the approval received from the
Reserve Bank of India vide their letter DBR Appt.
No0.11838/08.40.001/2016-17 dated April 05, 2017 in
accordance with Section 35B of the Banking Regulation
Act, 1949, inducting him as an Additional Director on the
Board.

Considering his experience, knowledge and expertise,
your Directors recommend for approval of his
appointment as Managing Director & CEO of the Bank.
A brief resume and remuneration payable to Mr.
Mahabaleshwara M S is furnished in the notice of the
Annual General Meeting.

INDEPENDENT AND NON-EXECUTIVE
DIRECTORS

Pursuant to the provisions of Section 149(6) of the
Companies Act, 2013, your Bank has received
necessary declarations from all the non-executive
directors confirming that they meet the criteria of
independence for Independent Directors. Mr. D
Surendra Kumar, Additional Director has also furnished
similar declaration and subject to his appointment at the
ensuing Annual General Meeting, he also meets the
criteria ofindependence.

PERFORMANCE EVALUATION OF THE BOARD

Your Board of Directors has laid down criteria for
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performance evaluation of Directors, Chairman, MD &
CEO, Committees of the Board and Board as a whole
and also the evaluation process for the same. The
statement indicating the manner in which formal annual
evaluation of the Directors, the Board and Committees
of the Board etc., are given in detail in the report on
Corporate Governance, which forms part of this Annual

Report. In pursuance to the above, Independent

Directors in their separate meeting held on March 27,
2017 have reviewed and evaluated the performance of
Board as a whole and the Managing Director and CEO.

Further, the Board also reviewed the performance of
committees of the Board and that of individual
Independent Directors at its meeting held on March 27,
2017.

CONTRACTS OR ARRANGEMENTS WITH
RELATED PARTIES

All related party transactions that were entered into
during the financial year were in the ordinary course of
the business of the Bank and were on arm’s length
basis. There were no materially significant related party
transactions entered into by the Bank with Directors,
Key Managerial Personnel or other persons which may
have a potential conflict with the interest of the Bank. As
such disclosure in Form AOC-2 is not applicable. The
policy on dealing with Related Party Transactions as
approved by the Audit Committee/Board has been
placed in the website of the Bank.

DIRECTORS'RESPONSIBILITY STATEMENT

In accordance with Section 134(3)©, 134(5) of the
Companies Act, 2013 read with Rule 8 of the
Companies (Accounts) Rule, 2014, your Directors state
that:

(a) in the preparation of the annual accounts, the
applicable accounting standards have been
followed along with proper explanation relating to
material departures;

(b) the directors have selected such accounting
policies and applied them consistently and made
judgments and estimates that are reasonable and
prudent so as to give a true and fair view of the state
of affairs of the Bank as at the end of financial year
March 31,2017 and profit and loss for that period.
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(c) the directors have taken proper and sufficient care

for the maintenance of adequate accounting
records in accordance with the provisions of the
Companies Act, 2013 for safeguarding the assets
of the Bank and for preventing and detecting fraud
and otherirregularities.

(d) the directors have prepared the annual accounts on

agoing concern basis.

(e) the directors have laid down the internal financial

controls followed by the Bank and that such internal
financial controls are adequate and are operating
effectively.

(f) the directors have devised proper systems to

ensure compliance with the provisions of all
applicable laws and that such systems were
adequate and operating effectively.

STATUTORY DISCLOSURES

a)

b)

c)

d)

The disclosures under sub-section (3) of Section
134 of the Companies Act, 2013 read with Rule 8 (3)
of the Companies (Accounts) Rules, 2014 are
furnished below:

Conservation of Energy and technology
absorption: Considering the nature of the Bank's
business, the provisions of Section 134(3)(m) of the
Companies Act, 2013 relating to conservation of
energy and technology absorption are not
applicable to your Bank. The Bank has, however,
used information technology in its operations
extensively.

Foreign Exchange Earnings and outgo: During
the year ended March 31, 2017, the Bank has
earned 321.98 crore and spent %1.72 crore in
foreign currency.

There were no significant and material orders
passed by the regulators or courts or tribunals
impacting the going concern status and Bank's
operations in future.

Internal Financial Control Systems and their
adequacy: Your Bank has laid down standards,
processes and structure facilitating the
implementation of internal financial control across
Bank and ensure that same are adequate and
operating effectively.
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e) Key Managerial Personnel: Mr. P Jayarama Bhat,
MD & CEO, Mr. Chandrashekar Rao B, CFO and
Mr. Y V Balachandra, Company Secretary of the
Bank were the Key Managerial Personnel of the
Bank as on March 31, 2017 as per the provisions of
the Companies Act, 2013. None of the Key
Managerial Personnel has resigned during the year
under report.

f) Remuneration of directors: Disclosures pursuant

to Section 197(12) of the Companies Act, 2013 read

with Rule 5 of the Companies (Appointment and

Remuneration of Managerial Personnel) Rules,

2014 are given in Annexure VIl to this report.

During the financial year 2016-17, there was no
employee who was in receipt of remuneration
requiring disclosure as per the limits prescribed
under Section 197 of the Companies Act, 2013 read
with Rule 5 of The Companies (Appointment and
Remuneration of Managerial Personnel) Rules,
2014.

s))

EXTRACT OF THEANNUAL RETURN

Pursuant to Section 92(3) of the Companies Act, 2013
read with Rule 12(1) of the Companies (Management
and Administration) Rules, 2014, an extract of the
Annual Return of the Bank as on March 31, 2017 is
annexed (Annexure V).

NUMBER OF BOARD MEETINGS
During the year under report the Board met 17 times

and the details thereof are provided in the report on
Corporate Governance forming part of this report.

COMMITTEES OF THE BOARD

The Bank has 12 Committees which were constituted to
comply with the requirements of relevant provisions of
the applicable laws and for operational efficiency.
Details of the meetings of the Board and the
Committees, their composition, terms of reference,
powers, roles etc are furnished in the report on
Corporate Governance forming part of this report.

CORPORATE GOVERNANCE

Your Bank is committed to follow the best practices of
corporate governance to protect the interests of all the
stakeholders of the Bank, viz. shareholders, depositors
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and other customers, employees and the society in
A
detailed report on corporate governance practices is

general and maintain transparency at all levels.

given as Annexure Il to this report.

AUDITORS

Statutory Auditors

M/s. Kamath & Rau, Chartered Accountants,
Mangaluru and M/s. Abarna & Ananthan,
Chartered Accountants, Bengaluru would retire
as joint Statutory Central Auditors of the Bank at
the ensuing Annual General Meeting after
completing the term of fourth year and third year
respectively. Board of Directors propose to the
members the appointment of M/s. R.K. Kumar &
Co, Chartered Accountants, Chennai, in place of
retiring auditor M/s Kamath & Rau, Chartered
Accountants who will be completing 4 years and
will be rested for two years, jointly with M/s.
Abarna & Ananthan, Chartered Accountants,
Bengaluru for the first and the fourth year term
respectively. The Bank has received consent
from the above auditors and necessary
confirmation from them that they are not
disqualified to be appointed as auditors of the
Bank pursuant to the provisions of the
Companies Act, 2013 and the Rules made

thereunder.

Secretarial Auditor and Secretarial Audit
Report

Pursuant to Section 204 of the Companies Act,
2013 and the rules thereunder, your Bank had
appointed M/s.Ullas Kumar Melinamogaru,
Practising Company Secretary, Mangaluru as
Secretarial Auditors to conduct the Secretarial
Audit for the year ended March 31, 2017. The
audit report from the Secretarial Auditor is

annexed to this report as Annexure V.
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36

33dne:
=d

e, QTFETT, TCOD OIFE méoz%s, Q3T FTTO
QA0N0Zre TRTTT, SHET ﬁoﬂ@mf, Btsstapll méoﬁamf
JTOTT [RAFTIFI BTY F0WONOMON IR, TBRBFT
faém@émﬂmo\ (PRI @zgﬁaagd pplelRy Bi{evlmplete
Be=e8T00T B ATE MOEIT ATOTT 500, FHFTT 30T
DTVANITEN A, ABFEFTD  WIIDBRINTT. 03T
DEY WTREN ATHD IERT FFOD 50V, 08T ITOTT
BRS DT STODFTYN VeRT BHFTOTN A, JTIFeTTD
TBRBET  DWPRODT), DIDWTY W, BOOWIT
OINGY OT, SR, 2T EROEACINTY VTIYT
QT0E3 ATBFTBI, DOE3HETT.

DVETTFT SHOBYCH TN Ty, wTFB3ROOR

39 : DY, o/~
G008 @ wR 17, 2017 . WOHTOR T
ST



XX The Karnataka Bank Ltd.

ANNEXURES FORMING PART OF DIRECTORS' REPORT
ANNEXURE |

Disclosure under Employee Stock Options Scheme of the Bank (ESOS 2006)

In the year 2006, shareholders of the Bank had approved a stock options scheme to be implemented in the Bank.
Under the Scheme a total of 15,00,000 stock options were available for grant. The Bank is yet to implement the
second stock options scheme as approved by the shareholders at the Annual General Meeting held on August 8,
2009.The status of the options outstanding under the Employee Stock Options Scheme (ESOS - 2006) as at March
31,2017 isasunder:

15,00,000 shares
Total grants authorized under the Scheme
Series 1 Series 2 Series 3

Number of Options outstanding at the beginning of the year 0 0 35921
Number of Options granted during the year Nil Nil Nil
Pricing formula-After adjustments for the rights issue NA NA 3 46.20 per

option/share
Number of Options vested during the year Nil Nil Nil
Number of Options exercised during the year 0 0 13060
Total Number of shares arising as a result of
exercise of options during the year 0 0 13060
Options lapsed / forfeited / cancelled (nos) 0 0 22861
Variation of terms of options Nil Nil Nil
Money realized by exercise of options, including premium (%) 0 0 603372
Total Number of Options in force as on March 31, 2017 0 0 0
Grant to Senior Managerial Personnel during the year Nil Nil Nil
Employees receiving 5 percent or more of the
total number of options granted during the year Nil Nil Nil
Employees granted options equal to or
exceeding 1 percent of the issued capital Nil Nil Nil

The Bank had followed the intrinsic value method for valuing the stock options. Intrinsic value is the amount by which
the quoted market price of the underlying share exceeds the exercise price of the option. As all the cost on the basis of
intrinsic value of options granted has already been accounted in the earlier year itself, there is no charge to the profit
and loss account during this year and therefore there is no impact on the Earnings per share on account of Bank
following intrinsic value method of accounting vis-a-vis the fair value method of accounting.

Out of 15,00,000 stock options available under the scheme and granted to the eligible employees, 12,09,834 options
have been exercised and the balance 2,90,166 options have lapsed and in terms of Board Resolution dated October
19, 2016, the Employee stock option scheme (ESOS-2006) has been closed upon the completion of period
prescribed under the scheme and an amount of 32,80,76,969.55 was transferred from Outstanding Stock Options
Accountto General Reserve Accountw e f21.09.2016.
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ANNEXURE II
DISCLOSURE UNDER PILLAR Ill OF BASEL Ill ACCORD

1. SCOPE OF APPLICATION

The Karnataka Bank Limited, a premier private sector Bank, was incorporated on 18" February 1924 in
Mangaluru. The Bank does not have any subsidiary/associate companies under its Management.

The Bank presently is not involved in insurance business. However, Bank has entered into a Joint venture
agreement and holds equity investments to the extent of 15 per cent in M/s Universal Sompo General Insurance
Company Limited. The financials of the joint venture company are not consolidated with the balance sheet of the
Bank. The investment in the joint venture is not deducted from the capital funds of the Bank but is assigned risk
weights as an investment.

2. CAPITALSTRUCTURE

(X in crore)
SI. . No. of Face value Amount
No. Particulars equity Shares per share
1 Authorized Capital 500000000 10 500.00
2 Issued Capital 282727150 10 282.73
3 Subscribed Capital 282622497 10 282.62
4 Called up/Paid up Capital 282605947 10 *282.62

*inclusive of forfeited shares

The Bank's shares are listed on the National Stock Exchange of India Ltd and BSE Ltd.

Pursuant to the Rights issue in the ratio of 1:2, the Bank has allotted 94136866 equity shares of ¥10/- each during the
year, at a premium of Z60/- per share aggregating to ¥658.96 crore. In accordance with the provisions of Section 62
of the Companies Act 2013 and as provided under the Letter of Offer dated 28.10.2016, the expenses incurred in this
connection, aggregating to ¥4.41 crore have been charged to the Share Premium account.

During the year ended March 31, 2017 the Bank has allotted 13060 equity shares to employees under its Employee
Stock Option Plan.

a. Breakup of Capital Funds:

The Tier | Capital of the Bank comprises of

(X in crore)
Paid up Capital (Including forfeited shares) 282.62
2 | Reserves 4466.80
Total 4749.42

The Tier Il Capital of the Bank comprises of & in crore)
1 Undisclosed reserves 17.45
2 | General Provisions and Loss Reserves 240.29
3 | Subordinated debts eligible for inclusion in Lower Tier 2 Capital 165.00
Total 422.74

The Total Capital comprises of R in crore)
1 Tier | Capital 4749.42
2 | Tier Il Capital 422.74
Total 5172.16
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Details of the aggregate amounts of the Bank's total interests in insurance entities, which are risk-weighted:

(X in crore)
Name of the insurance Principal Total balance % of Bank's Quantitative impact
entities / country of activity of sheet equity holding in the on regulatory capital
incorporation the entity (as stated in the total equity / of using risk
accounting proportion of weighting method
balance sheet voting power versus using the full
of the legal deduction method
entity)
Universal Sompo General 350 15 CRAR is reduced by
General Insurance Insurance 0.07%
Co Ltd/India

b. Assessment of Capital Adequacy

An assessment of the capital requirement of the Bank is carried out through comprehensive projections of future
business that takes cognizance of the strategic intent of the Bank, profitability of particular business and opportunities
for growth. The proper mapping of credit, operational and market risks to this projected business growth enables
assignment of capital that not only adequately covers the minimum regulatory capital requirements but also provides
headroom for growth. The calibration of risk to business is enabled by a strong risk culture in the Bank aided by
effective, technology based risk management systems.

A summary of the Bank's Capital requirement under Basel lll for credit, market and operational risk and the capital
adequacy ratio is detailed below.

(X in crore)

A Capital requirement for Credit Risk

- Portfolios subject to Standardized approach 2971.55

- Securitization exposures -
B Capital requirement for Market Risk

Standardized duration approach 245.14

- Interest Rate Risk 155.16

- Foreign Exchange Risk 1.52

- Equity Risk 88.46
C Capital requirement for Operational Risk

- Basic Indicator approach 284.52
D Total Capital requirement(**) 3501.21
E Total eligible Capital Funds of the Bank as per Basel lll 5172.16
F Total Risk Weighted Assets 38902.25
G Common Equity Tier | ratio (CET1) (%) 12.21%
H Tier | CRAR (%) 12.21%
| Tier Il CRAR (%) 1.09%
J Total CRAR (%) 13.30%

**Excluding CCB

3. RISKMANAGEMENT: OBJECTIVES AND ORGANIZATION STRUCTURE

The various risks taken by the Bank during the course of the business development are identified, assessed,
measured, controlled, monitored, mitigated and reported effectively. The key components of the Bank's risk
management rely on the risk governance architecture, comprehensive processes and internal control
mechanism. The Bank's risk governance architecture focuses attention on key areas of risk such as credit,
market and operational risk and quantification of these risks wherever possible for effective and continuous
monitoring.
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Objectives and Policies

The Bank's risk management processes are guided by well-defined policies appropriate for various risk categories,
independent risk oversight and periodic monitoring through the sub-committees of the Board of Directors. The
Bank has a well documented Board approved 'Risk Management Policy' in place. The Board sets the overall risk
appetite and philosophy for the Bank. The Board of Directors, the Integrated Risk Management Committee and the
Audit Committee of the Board review various aspects of risk arising from the businesses of the Bank.

Structure and Organization

The Bank has a risk management system that is centralized with a three track committee approach. The
committees are - Credit Policy Committee (CPC), Asset Liability Management Committee (ALCO) and Operational
Risk Management Committee (ORMC). An Integrated Risk Management Committee (IRMC) evaluates the overall
risk factors faced by the bank and directly reports to the Board of directors.

CPC deals with credit policies and procedures, ALCO deals with Asset Liability Management (ALM) and Investment
Policy of the Bank and ORMC formulates policies and procedures for managing operational risk.

CREDIT RISK MANAGEMENT

Bank has developed an online comprehensive credit risk rating system for all borrower accounts. Risk rating of
borrowers is intended to help banks in quantifying and aggregating the credit risk across various exposures. The
Bank has validated its existing rating models and refined/revised the corporate models, besides introduction of
Specialized lending rating models, Retail score card models [Pool based approach] and Facility rating. Accordingly,
Bank is rating its credit portfolio as per the criteria laid down for rating in the Loan Policy of the Bank. The rating
serves as a single point indicator of diverse risk factors of counter-party and for taking credit decisions. The risk
rating system is drawn up in a structured manner, incorporating different factors such as borrower and industry
specific characteristics. The Bank also undertakes periodic validation exercise of its rating models and also
conducts migration and default rate analysis to test robustness of its rating models.

The Bank has formulated a comprehensive Loan Policy by incorporating various parameters and prudential limits to
manage and control default, transaction and intrinsic/concentration risk. The credit exposures are taken after
subjecting the proposals to analysis of various risk factors such as financial risk, industry risk, management risk,
business risk, transaction risk etc.

The Bank analyses the migration of borrowers in various risk rating categories to gauge the quality of the loan
portfolio. The Bank also conducts periodical review of the loan assets to ascertain conduct of the accounts. The
Bank conducts periodical Credit Audit and Stock Audit of large credit exposures to limit the magnitude of credit risk
and interestrate risk.

Credit sanction and related processes

Know Your Customer is a leading principle for all business activities. The other components of the credit processes are:

1.
2.

Sound credit approval process with well laid credit sanctioning criteria.

The acceptability of credit exposure, primarily based on the sustainability and adequacy of borrower's
normal business operations and not based solely on the availability of security.

Portfolio level risk analysis and reporting to ensure optimal spread of risk across various rating classes to prevent
undue risk concentration across any particularindustry segments and monitor credit risk migration.

4. Sector specific studies at periodic intervals to highlight risks and opportunities in those sectors.

5. Adoption of rating linked exposure norms.

7.

Industry-wise exposure ceilings based on the industry performance, prospects and the competitiveness of the
sector.

Separate risk limits for credit portfolios like advances to NBFC and unsecured loans that require special monitoring.

Review and Monitoring

1.

All credit exposures, once approved, are monitored and reviewed periodically against the approved limits.
Borrowers with lower credit rating are subject to more frequent reviews.

Credit monitoring involves independent review of credit risk assessment, compliance with internal policies of the
Bank and with the regulatory framework, compliance with the sanction terms and conditions and effectiveness
ofloan administration.

Customers with emerging credit problems are identified early and classified accordingly. Remedial action is initiated
promptly to minimize the potential loss to the Bank.

Concentration Risk
The Bank controls concentration risk by means of appropriate sectoral limits and borrowers limits based on
creditworthiness. The Bank also captures the Concentration risk by monitoring the geographical exposure.
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Large exposures to individual clients or group

The Bank has individual borrower-wise exposure ceilings based on the internal rating of the borrower as well as
group-wise borrowing limits. The Bank monitors the level of credit risk (Low/Moderate/High/Very High) and direction
of change in credit risk (increasing /decreasing/ stable) at the portfolio level.

Definition of Non-Performing Assets

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

Exposures
Total gross credit exposure including geographic distribution of exposure in crore)
Domestic Overseas Total
Fund Based 41870.39 - 41870.39
Non Fund based 5584.55 - 5584.55
Total 47454.94 - 47454.94
Geographic distribution of credit exposure &in crore)
SI.No. State / Union Territory Funded Exposure Non Funded Exposure Total Exposure
1 Andhra Pradesh 1966.68 274.65 2241.33
2 Arunachal Pradesh 0.02 0.00 0.02
3 Assam 68.68 76.09 144.77
4 Bihar 6.86 0.08 6.94
5 Chandigarh 64.73 62.84 127.57
6 Chhattisgarh 522.09 82.74 604.83
7 Dadra & Nagar Haveli 0.80 0.00 0.80
8 Delhi 3331.71 396.57 3728.28
9 Goa 209.47 26.53 236.00
10 Gujarat 703.90 54.02 757.92
11 Haryana 1242.82 280.12 1522.94
12 Himachal Pradesh 8.75 1.00 9.75
13 Jammu and Kashmir 0.10 0.00 0.10
14 Jharkhand 126.08 1.60 127.68
15 Karnataka 17240.52 1952.76 19193.28
16 Kerala 691.34 17.19 708.53
17 Madhya Pradesh 412.79 6.38 419.17
18 Maharashtra 6749.11 743.10 7492.21
19 Mizoram 0.35 0.00 0.35
20 Nagaland 0.01 0.00 0.01
21 Orissa 589.39 64.51 653.90
22 Pondicherry 45.16 4.09 49.25
23 Punjab 838.55 64.33 902.88
24 Rajasthan 349.71 94.24 443.95
25 Tamil Nadu 3380.20 369.57 3749.77
26 Telangana 1235.63 635.89 1871.52
27 Uttar Pradesh 691.20 132.62 823.82
28 Uttarakhand 111.25 7.89 119.14
29 West Bengal 1282.49 235.74 1518.23
Total 41870.39 5584.55 47454.94
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While determining level and direction of credit risk, parameters like percentage of low- risk credit (investment grade
and above) to credit risk exposure and migration from investment to non-investment grade (quantum as
percentage of credit risk exposure) are also considered. The Bank monitors the rating-wise distribution of its
borrowers also.

Exposure to Industries

Industry analysis plays an important part in assessing the concentration risk within the loan portfolio. Particular
attention is given to industry sectors where the Bank believes that there is a high degree of risk or potential for
volatility in the future. The Bank has fixed internal limits for aggregate commitments to different sectors so that the
exposures are evenly spread over various sectors.

The credit policy deals with short term as well as long term approach to credit risk management. The policy of the
Bank embodies in itself the areas of risk identification, risk measurement, risk grading techniques, reporting and risk
control systems /mitigation techniques, documentation practice and the system for management of problematic
loans.

Distribution of Credit Exposure by Industry sector (in crore)
SlI. No. Industry Fund based Non Fund based Total

1 Infrastructure advances 2476.07 159.15 2635.22
2 Other Textiles 1157.54 77.03 1234.57
3 Other Engineering 744.06 272.54 1016.60
4 Cotton Textile 732.46 70.12 802.58
5 Gems and Jewellery 556.66 59.24 615.90
6 Automobiles 512.99 27.69 540.68
7 Iron and Steel 443.16 63.69 506.85
8 Metal and Metal Products 307.57 154.41 461.98
9 Rice, Flour, Dhal Mills 357.53 14.56 372.09
10 Cement and Cement Products 341.33 16.49 357.82
11 Plastic and Plastic Products 279.64 46.23 325.87
12 Drugs and Pharmaceuticals 137.33 68.19 205.52
13 Food & Food Products 172.54 16.18 188.72
14 Coal and Mining 168.97 2.90 171.87
15 Petroleum Products 165.98 0.92 166.90
16 Paper and Paper Products 144.84 21.19 166.03
17 Chemicals, Dyes 109.29 18.62 127.91
18 Kandasari and Sugar 92.04 1.00 93.04
19 Tea Industry 51.90 0.81 52.71
20 Wood Based Industries 41.58 0.96 42.54
21 Computer Software and Computer Hardware 21.18 17.90 39.08
22 Distilleries, Brewaries including soft drinks 34.18 2.15 36.33
23 Leather and Leather Products 21.99 9.75 31.74
24 Rubber and Rubber Products 14.88 5.38 20.26
25 Electronics 8.44 3.67 12.11
26 Jute Textile 0.65 3.50 4.15
27 Cashewnut Processing 219 0.00 219
28 Vegetable Oll 1.72 0.00 1.72
29 Tobbaco and Tobbaco Products 0.06 0.00 0.06
30 Marine Products / Processing 0.05 0.00 0.05
31 All other Industries 1056.75 260.88 1317.63

Total Industrial Advance 10155.57 1395.15 11550.72
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The details of the Industry wherein the Bank's exposure in the related Industry has exceeded the 5 per cent of total
gross credit exposure is furnished below.

SI. No. Industry / sectors classification Percentage of the total credit exposure
1 Infrastructure advances 5.55
Residual Contractual Maturity of Advances and Investments @ in crore)
SI. No. Maturity Buckets Investments Advances
1 1 Day 404.81 831.12
2 2 to 7 Days 39.22 146.35
3 8 to 14 Days 249.52 344 .45
4 15 to 30 Days 939.61 431.40
5 31 Days to 2 Months 1340.31 1243.39
6 2 Months to 3 Months 606.92 1516.05
7 Over 3 Months to 6 Months 1143.77 2421.73
8 Over 6 Months to 1 Year 1236.26 3392.21
9 Over 1 Year to 3 Years 2079.59 15427.99
10 Over 3 Years to 5 Years 1687.20 4493.68
11 5 Year to 7 Years 2306.22 2157.44
12 7 Year to 10 Years 4358.84 2164.41
13 10 Year to 15 Years 2216.96 1587.49
14 Over 15 Years 1610.50 845.93
Total 20219.73 37003.64
Classification of Non Performing Advances [ in crore)
SI.No. Particulars 31.03.2017
A Amount of NPA's ( Gross) 1581.59
- Substandard 721.27
- Doubtful 1 454.39
- Doubtful 2 325.74
- Doubtful 3 48.93
- Loss 31.26
B Net NPAs
Amount of Net NPA 974.73
(o NPA Ratios
Gross NPAs to Gross Advances ratio (%) 4.21
Net NPAs to Net Advances ratio (%) 2.64
Movement of NPAs (Gross) [ in crore)
Sl.No. Particulars 31.03.2017
1. Opening Balance as on 01.04.2016 1180.40
2. Additions 1348.37
3. Reductions 947.18
4. Closing Balance as on 31.03.2017 1581.59
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Movement of Provisions for NPAs & in crore)
SI.No. Particulars 31.03.2017
1. Opening Balance 370.84
2. Provision made during the period 551.44
3. Write off 340.68
4. Write back of excess provisions 0
5. Closing balance 581.60

Non Performing Investments and movement of provision for depreciation on Investments

(X in crore)
Sl.No. Particulars 31.03.2017
A Amount of Non performing Investments 0.00
B Amount of Provision held for Non performing Investments 0.00
C Movement of provisions for depreciation on Investments
a) Opening balance 52.45
b) Add: Provisions made during the year 3.95
c) Less: Write off/write back of excess provisions 33.45
d) Closing balance 22.95

Disclosure for portfolios subject to the standardized approach

Large corporate borrowers and Public Sector Enterprises are being encouraged to solicit ratings from approved
external rating agencies and wherever such ratings are available the Bank uses the same in assigning risk weights.
Bank has approved 6 domestic credit rating agencies identified by RBI i.e. CRISIL, CARE, India Ratings and
Research Private Limited (earlier FITCH India), ICRA, Brickwork and SMERA Ratings Limited. The ratings available
in public domain are mapped according to risk profile and specific risk characteristics of each rating grade of
respective agencies as envisaged in RBI guidelines.

The credit exposure [fund based & non fund based] after risk mitigation (subject to the standardized Approach) in
differentrisk buckets are as under:

 in crore)
SI. No. Risk weight Exposure Outstanding
1 Below 100% 17176.99
2 100% 11102.62
3 More than 100% 6503.30
Total 34782.91

Credit Risk Mitigation: Disclosures for Standardized Approach

As stipulated by the RBI guidelines, the Bank uses the comprehensive approach for collateral risk mitigation. Under
this approach, the Bank reduces its credit exposure to counterparty when calculating its capital requirements to the
extent of risk mitigation provided by the eligible financial collateral as specified in the Basel guidelines.

Types of eligible financial collateral / Guarantors:

The Bank recognizes only specified types of financial collateral and guarantees (counter-guarantors) for providing
capital relief in line with Basel Il guidelines on credit risk mitigation.

This includes cash, Bank own deposits, gold (including bullion and jewellery, subject to collateralized jewellery being
notionally converted/benchmarked to 99.99 per cent purity), securities issued by the Central and State
Governments, Kisan Vikas Patra, National Savings certificates, life insurance policies with a declared surrender
value which is regulated by IRDA, certain debt securities rated by a recognized credit rating agency, certain debt
securities not rated but issued by Banks and listed on a recognized exchange and are classified as senior debt,
certain mutual fund units where daily Net Assets Value (NAV) is available in public domain.

44



XX The Karnataka Bank Ltd.

Eligible Guarantors (counter-guarantors):
Credit protection given by the following entities is recognized:

i.  Sovereigns, sovereign entities (including BIS, IMF, European Central Bank and European Community as well
as permitted MDBs, ECGC, CRGFTLIH and CGTMSE), banks and primary dealers with a lower risk weight than
the counter party;

ii.  Other entities that are externally rated except when credit protection is provided to a securitization exposure.
This would include credit protection provided by parent, subsidiary and affiliate companies when they have a
lower risk weight than the obligor.

iii. When credit protection is provided to a securitization exposure, other entities that currently are externally rated
BBB- or better and that were externally rated A- or better at the time the credit protection was provided. This
would include credit protection provided by parent, subsidiary and affiliate companies when they have a lower
risk weight than the obligor.

The extent of total credit exposure (under the standardized approach) covered by eligible financial collaterals after
application of haircuts are furnished below:

(X in crore)
Eligible financial collaterals after haircuts 4136.13
Eligible guarantees 852.23

5. MARKET RISK & LIQUIDITY RISK

The Bank has put in place Board approved Integrated Treasury Policy and Asset Liability Management (ALM) policy
for effective management of market risk in the Bank. The objective of Integrated Treasury Policy is to assess and
minimize risks associated with treasury operations by extensive use of various risk management tools. Broadly, it
encompasses Policy prescriptions for managing systemic risk, credit risk, market risk, operational risk and liquidity
risk in treasury operations.

For market risk arising out of various products in treasury and its business activities, the Bank has set regulatory /
internal limits and ensures the adherence thereof. Migration of ratings is tracked regularly. Limits for exposures to
counter-parties, industries and countries are monitored and the risks are controlled through Stop Loss Limits,
Overnight limit, Daylight limit, Aggregate Gap limit, Individual gap limit, Value at Risk (VaR) limit for Forex, Inter-Bank
dealing and various investment limits. For the Market Risk Management the Bank has a Mid Office. The functions of
Mid Office are handled by Integrated Risk Management Department.

The Board, IRMC & ALCO are overseeing the market risk management of the Bank, procedures thereof,
implementing risk management guidelines issued by regulator, best risk management practices followed globally
and ensures that internal parameters, procedures, practices/policies and risk management prudential limits are
adhered to.

The policies for hedging and/or mitigating risk and strategies and processes for monitoring the continuing
effectiveness of hedges/mitigates are discussed in ALCO and based on views taken by / mandates of ALCO, hedge
deals are undertaken.

Liquidity risk of the Bank is assessed through daily gap analysis for maturity mismatch based on residual maturity in
different time buckets as well as various liquidity ratios and management of the same is done within the prudential
limits fixed thereon. Advance techniques such as Stress testing, simulation, sensitivity analysis etc. are conducted on
regularintervals to draw the contingency funding plan under different liquidity scenarios.

Market Risk in Trading Book

Bank has adopted the Standardized Duration Approach as prescribed by RBI for computation of capital charge for
market risk and is fully compliant with such RBI guidelines. Bank is now preparing itself for the Advanced Approach
based on a Value at Risk (VaR) model, which is under implementation.
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The capital requirements for market risk are detailed below:

(X in crore)
SI. No. Risk Category Capital Charge
| Interest Rate 155.16
Il Equity 88.46
1] Foreign Exchange, Gold and Derivatives 1.52
\Y Total Capital Charge for market Risk (I+11+111) 24514

6.

INTEREST RATE RISKIN THE BANKING BOOK (IRRBB)

The interest rate risk is viewed from two perspectives i.e. 'Earnings Perspective' and 'Economic Value Perspective'.
Generally, the former is measured using Earnings-at-Risk (EaR) under Traditional Gap Analysis (TGA) and the latter
is measured through changes in the Market value of Equity (MVE) under Duration Gap Analysis (DGA).

>

Earnings-at-Risk (EaR): All the Rate Sensitive Assets (RSA) and Rate Sensitive Liabilities (RSL) maturing/re-
pricing up to 1 year are bucketed as per Traditional Gap Analysis (TGA) and EaR analysis is conducted by
applying various shocks on product-wise weighted average interest rates in each time band. EaR is quantified
by changes in the NIl and NIM in comparison with the previous financial year end.

Impact on Market Value of Equity (MVE): Impact on Market Value of Equity (MVE) is analyzed through
Duration Gap Analysis (DGA) which involves bucketing of market value of all Rate Sensitive Assets and Rate
Sensitive Liabilities as per residual maturity/ re-pricing in various time bands and computing Modified Duration
Gap. Accurate method is adopted for computing the market value by discounting each cash flow of all Rate
Sensitive Assets (RSA) and Rate Sensitive Liabilities (RSL) with various discount curves as suggested by RBI.
Notional interest rate shocks are applied on the resultant Modified Duration Gap to arrive at the changes in the
Market Value of Equity (MVE).

Prudential limits have been fixed for changes in NIM and MVE for 200 bps shock in the interest rates and
monitored on a monthly basis.

Earning at Risk for 200 bps interest rate shock is estimated at ¥63.95 crore and change in the Market value of
Equity for 200 bps interest rate shocks is +22.88%.

OPERATIONAL RISK
Strategies and Processes

Bank has initiated several measures to manage operational risk through identification, assessment and
monitoring of inherent risks in all its business processes. A framework has been laid to capture loss data which
can be mapped to operational risk events to measure the impact quantitatively. Bank has putin place a
hierarchical structure to effectively manage operational risk through the formation of internal committee viz.,
Operational Risk Management Committee (ORMC).

Scope and Nature of Operational Risk Reporting and Measurement Systems

A systematic process for reporting risk events, loss events, “near misses” and non-compliance issues relating to
operational risks have been developed and implemented. The information gathered will be used to develop
triggers to initiate corrective actions to improve controls. All critical risks and potential loss events are reported to
the senior Management/ORMC/IRMC as appropriate for their directions and suggestions.

An Operational Risk Management Policy approved by the Risk Management Committee of the Board details the
framework for hedging and/or mitigating operational risk in the Bank. As per the policy, all new products are
vetted by the New Product Approval Committee to identify and assess potential operational risks involved and
suggest control measures to mitigate the risks.

Approach for Operational Risk Capital Assessment

As per the RBI guidelines, the Bank has adopted Basic Indicator Approach for computing capital charge for
Operational Risk. Steps have been initiated to migrate to the Advanced Measurement Approach.

EXPOSURE RELATED TO COUNTERPARTY CREDIT RISK

Counterparty Credit Risk exposures for banks are assessed based on Bank's business requirements and
considering counterparty bank's parameters such as CRAR, net worth, NPA level etc. Counterparty exposures
for other entities are assessed subject to exposure ceilings as per the Loan Policy of the Bank. Capital for
Counterparty Credit Risk exposure is assessed based on Standardized Approach.
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The Bank does not recognize bilateral netting. The credit equivalent amount of derivative exposure is calculated
using Current Exposure Method and the balance outstanding as on 31% March 2017 is as under:

( in crore)
Particulars Notional Amount Current Exposure
Foreign exchange contracts 2222.43 78.17
Interest rate contracts Nil Nil
Total 2222.43 7817

9. COMPOSITION OF CAPITAL

Disclosures pertaining to composition of capital, including the capital disclosure templates, main features of equity
and debt capital instruments and the terms and conditions of equity and debt capital instruments have been disclosed
separately on the Bank's website under 'Regulatory Disclosures Section'. The link to this section is
http://ktkbank.com/ktk/BaselDisclosures.jsp

10. DISCLOSURES ON REMUNERATION

Necessary disclosures have been furnished in the Notes on Accounts and also available in the above link of our
website.

11. OTHER DISCLOSURES

Other disclosures like Leverage Ratio (LR), Liquidity Coverage Ratio (LCR) etc. are available in the above link of
Bank's website.
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ANNEXURE 1lI
CORPORATE GOVERNANCE

Corporate Governance broadly refers to the set of systems, principles and processes by which a company is
governed while fulfilling the goals and objectives of the company and also protecting the interest of all the
stakeholders in the long run. It is based on principles such as conducting the business with integrity and fairness,
being transparent in all transactions, making all the necessary disclosures and complying with all the applicable laws,
accountability and responsibility towards the stakeholders and commitment to conducting business in an ethical
manner. Your Directors' present below the Bank's Report on compliance of Corporate Governance requirements as
prescribed under Regulation 17-27 read with Schedule V of the SEBI (Listing Obligations and Disclosure
Requirements) Regulation, 2015.

Philosophy of Corporate Governance

The basic philosophy of Corporate Governance in the Bank is the application of the best management practices that
provide stability and growth to the enterprise, transparency, accountability, disclosures and value creation. Your Bank
believes that good governance practices ultimately secure the goal of turning the Bank into a value driven
organization. Your Bank's philosophy of Corporate Governance has been embedded in its Mission statement which
reads as under:

“To be a technology savvy, customer centric progressive Bank with a national presence, driven by the highest
standards of Corporate Governance and guided by sound ethical values”.

The bank has also adopted a Vision Statement which reads as under:
To be a progressive, prosperous and well governed Bank
The Core values and guiding principles to be followed by all working in the Bank include:
i) Sincere, Honestand Trustworthy
i) Unshakable Integrity
iii) Professional and Smart Banker
iv) Committed to protect Bank’s interests through legitimate and sustainable business
v) ‘Bankfirst attitude always

Board of Directors:

Composition of the Board: The Board of Directors of the Bank consists of 8 directors including the Managing
Director. The constitution of the Board conforms to the provisions of Section 10 B of the Banking Regulation Act,
1949, Section 149 of the Companies Act, 2013 and SEBI (Listing Obligations and Disclosure Requirements)
Regulations, 2015. The Board consists of eminent persons drawn from specialized fields such as banking, finance,
accountancy, law, agriculture & rural economy, cooperation & SSI and other areas as specified in the Banking
Regulation Act 1949.
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Details of directors as on 31.03.2017 is as under:

Nar?&:;;?;a::;:tor Type of Director

P Jayarama Bhat Managing Director & CEO

Ashok Haranalli Independent

Usha Ganesh Independent

Rammohan Rao Belle Independent

B A Prabhakar Independent

U R Bhat Independent

Keshav K Desai Independent

D Surendra Kumar Non-Independent, Non-Executive

Mr. Ananthakrishna retired from the office of Part Time Non-Executive Chairman of the Bank on 26.10.2016
upon attaining upper age limit of 70 years of age. As on 31.03.2017, Mr. P. Jayarama Bhat was the Managing
Director & CEO of the Bank. Pursuant to the approval received from the Reserve Bank of India, Mr. P Jayarama
Bhat has been appointed as Part Time Non-Executive Chairman of the Bank w.e.f. 12.04.2017 (i.e. from the
date of taking charge) and Mr. Mahabaleshwara M S as the Managing Director & CEO of the Bank w.e.f.
15.04.2017 (i.e. from the date of taking charge).

The newly appointed director Mr. D Surendra Kumar has been provided with familiarization programme and other
Directors also undergo training in specialized areas such as IT Governance, Risk Management, and Corporate
Governance etc., details of which are posted in the website of the Bank at the URL www.karnatakabank.com.

BOARD MEETINGS:

During the financial year ended March 31, 2017 the Board met 17 times on the following dates:

Sl. No. Date of the meeting SI. No. Date of the meeting

1 23.04.2016 10 28.10.2016
2 20.05.2016 11 09.11.2016
3 21.06.2016 12 08.12.2016
4 30.06.2016 13 29.12.2016
5 29.07.2016 14 23.01.2017
6 05.08.2016 15 17.02.2017
7 26.08.2016 16 18.03.2017
8 20.09.2016 17 27.03.2017
9 19.10.2016
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Details of the attendance of directors at the Board meetings during the year under report and at the last Annual
General Meeting and directorships/committee positions held in other companies were as under:

S| NameoftheDirector |, S| atanded | otherpubiic | in other bublic.

attended | the last AGM | Limited Companies | Limited Companies
1. | Ananthakrishna (upto 2.10.2016) 09 YES 01 01
2. | P Jayarama Bhat 17 YES NIL NA
3. | T R Chandrasekaran uptoos.06.2016) 02 YES 01 01
4. | SV Manjunath upto 24102016 09 YES NIL NA
5. | D Harshendra Kumar wpto 24.10.2016) 08 YES NIL NA
6. | Dr H Ramamohan (pto2.102016) 09 YES NIL NA
7. | Ashok Haranahalli 15 YES NIL NA
8. | Usha Ganesh 17 YES NIL NA
9. | Rammohan Rao Belle 17 YES NIL NA
10. | B A Prabhakar 17 YES 04 04
11. | U R Bhat 17 YES 08 03
12. | Keshav K Desai 17 YES NIL NA
13. | D Surendra Kumar we+.29.12.2016) 04 NA NIL NA

Note: As per SEBI (Listing Obligations and Disclosure Requirements) Regulations, 2015, for the purpose of
Committee positions held in other public limited companies, only Audit Committee and Stake holders Relationship
Committee have been considered.

None of the Directors of the Board serves as members of more than ten Committees or they act as Chair persons of
more than five Committees across all companies. None of the Directors are related inter-se.

Remuneration of Directors:

Pursuant to the Compensation Policy of the Bank, the Directors of the Bank were paid remuneration during the year
under report. All the non executive directors were paid sitting fees for attending meetings of Board/Committee
besides reimbursing travelling expenses wherever applicable and halting allowance at the rates fixed by the Board.

Mr. P. Jayarama Bhat, Managing Director & CEO, has been paid salary and other allowances as approved by the
Reserve Bank of India vide their letter DBR. Appt. No.3631/08.40.001/2015-16 dated September 10, 2015 and
approved by the members at the 91% Annual General Meeting held on July 16, 2015. The details of the remuneration
paid to the Directors including Managing Director & CEO during the year ended March 31, 2017 are separately
furnished as part of the report.

COMMITTEES OF THE BOARD:
In compliance with the regulatory requirements and for the operational convenience, the following committees
were functioning in the Bank as on March 31, 2017.

1. Executive Committee of the Board of Directors (EC)

In order to facilitate the Board to concentrate on policy matters and strategic planning, etc., the Board has
delegated lending and non-lending powers up to the limits decided by the Board from time to time to the
Executive Committee of Board of Directors. The Committee was headed by Mr. P Jayarama Bhat, Managing
Director. The other members of the Committee were Messrs, Dr. H Ramamohan (upto 24.10.2016),
Rammohan Rao Belle, B A Prabhakar and U R Bhat (w.e.f 19.10.2016). During the year under report, eight
meetings of the EC were held during the financial year on 12.05.2016, 27.06.2016, 05.08.2016, 15.09.2016,
08.11.2016, 10.01.2017, 17.02.2017and 18.03.2017. Details of the attendance at the meetings were as under:
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Meetings record of the EC :

Name of the Director (Messrs) No. of meetings attended
P Jayarama Bhat 8
Dr. H Ramamohan 4
Rammohan Rao Belle 8
B A Prabhakar 8
U R Bhat 4

2. Audit Committee of the Board of Directors (ACB)

The Bank had constituted an Audit Committee of the Board (ACB) in 1995 as per the directions of the Reserve
Bank of India to look into the matters specified by RBI. The terms of reference of the ACB which include the
following:

1.

10.
11.

12.

13.

Oversight of the Bank's financial reporting process and the disclosure of its financial information to ensure
that the financial statement s correct, sufficientand credible.

Recommendation for appointment, remuneration and terms of appointment of auditors of the Bank.
Approval of payment to statutory auditors for any other services rendered by the statutory auditors.

Reviewing, with the management, the annual financial statements and auditor's report thereon before
submission to the board for approval, with particular reference to:

a. Matters required to be included in the Director's Responsibility Statement to be included in the Board's
reportin terms of clause (c) of sub-section (3) of section 134 of the Companies Act, 2013.

Changes, if any, in accounting policies and practices and reasons for the same
Major accounting entries involving estimates based on the exercise of judgment by management
Significant adjustments made in the financial statements arising out of audit findings

Compliance with listing and other legal requirements relating to financial statements

=~ 0 oo T

Disclosure of any related party transactions
g. Modified opinion(s) in the draft audit report.

Reviewing, with the management, the quarterly financial statements before submission to the board for
approval.

Reviewing, with the management, the statement of uses / application of funds raised through an issue
(public issue, rights issue, preferential issue, etc.), the statement of funds utilized for purposes other than
those stated in the offer document/prospectus/notice and the report submitted by the monitoring agency
monitoring the utilization of proceeds of a public or rights issue, and making appropriate recommendations
tothe Board to take up steps in this matter.

Reviewing, and monitoring the auditor's independence and performance, and effectiveness of audit
process.

Approval or any subsequent modification of transactions of the Bank with related Parties.
Valuation of undertakings or assets of the Bank, wherever itis necessary.
Evaluation of internal financial controls and risk management systems.

Reviewing, with the management, performance of statutory and internal auditors, adequacy of the internal
control systems.

Reviewing the adequacy of internal audit function if any, including the structure of the internal audit
department, staffing and seniority of the official heading the department, reporting structure coverage and
frequency of internal audit.

Discussion with internal auditors of any significant findings and follow up there on.
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14. Reviewing the findings of any internal investigations by the internal auditors into matters where there is
suspected fraud or irregularity or a failure of internal control systems of a material nature and reporting the
matter to the Board.

15. Discussion with statutory auditors before the audit commences, about the nature and scope of audit as well
as post-audit discussion to ascertain any area of concern.

16. To look into the reasons for substantial defaults in the payment to the depositors, debenture holders,
shareholders (in case of non-payment of declared dividends) and creditors.

17. Toreview the functioning of the whistle blower mechanism.

18. Approval of appointment of Chief Financial Officer after assessing the qualifications, experience and
background etc of the candidate.

19. Carrying out any other function as is mentioned in the terms of reference of the audit committee.

Apart from the above, the ACB also considers such other matters as are prescribed by RBI either in the form of
calendar of reviews or by separate circulars.

Pursuant to the retirement of Mr. T R Chandrasekaran on 09.06.2016, the Audit Committee was headed by Mr. B A
Prabhakar, an Independent Director (w.e.f.23.06.2016). Other members of the ACB were Mrs. Usha Ganesh,
Mr. Rammohan Rao Belle, Mr. B A Prabhakar and Mr. U R Bhat (w.e.f. 20.05.2016) and all the members of the ACB
were financially literate. The Company Secretary acted as the secretary to the Committee. The Chief Financial
Officer, Chief Compliance Officer and the Head of the Inspection & Audit Department of the Bank were also invited to
attend the meetings of the committee. The Statutory Central Auditors were also invited to attend the meetings
whenever interim/annual financial reports were considered. During the financial year under review nine meetings of
ACB were held on 26.04.2016, 19.05.2016, 23.06.2016, 28.07.2016, 17.09.2016, 08.11.2016, 10.01.2017,
23.01.2017 and 11.03.2017.

Meetings record of the ACB

Name of the Director (Messrs/Mrs.) No. of meetings attended
T R Chandrasekaran 02
Usha Ganesh 09
Rammohan Rao Belle 09
B A Prabhakar 09
U R Bhat 07

3. Stakeholders Relationship Committee

A sub-committee of the Board constituted during the year 2002 to specifically look into the grievances of share
holders/investors continued its functioning during the year ended March 31, 2017 also. The Committee was
rechristened to align with the requirements of Companies Act, 2013 and the listing agreement entered into with
the Stock Exchanges. The Committee was headed by Mr Ashok Haranahalli. The other members of the
Committee were Mr Rammohan Rao Belle (w.e.f. 19.10.2016), Mr Keshav K Desai (w.e.f 20.05.2016) and
Mr. D Surendra Kumar (w.e.f 27.03.2017). The Committee met twice during the financial year under report on
29.12.2016 and 27.03.2017 and reviewed all the complaints received from the shareholders and the investors.

Name & designation of the Compliance Officer:
Mr.Y. V. Balachandra, Company Secretary.

A total of 131 complaints were received from the Investors/Shareholders and all of them have been redressed
satisfactorily. As required under the Listing Agreement a separate Email ID - investor.grievance@ktkbank.com
had been maintained exclusively for the purpose of registering complaints by the investors. Bank was also
promptin uploading the Action Reportin SEBI's online complaint redressal portal "SCORES".

4. Special Committee for Monitoring and Investigation of Large Value Frauds

As per the directions of the Reserve Bank of India, the Board had constituted a Special Committee on 17.02.2004
exclusively to monitor, investigate and followup cases of fraud involving amounts of ¥1crore and above. The
terms of reference of the Committee were as under:

a. Identify the systems lacunae, if any that facilitated perpetration of the fraud and put in place measures to
plug the same.

b. Identify the reasons for delay in detection, if any, in reporting to top management of the Bank and RBI.
c. Monitor progress of CBI/Police investigation, and recovery position.
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d. Ensure that staff accountability is examined at all levels in all the cases of frauds and staff side action, if
required, is completed quickly without loss of time.

e. Review the efficacy of the remedial action taken to prevent recurrence of frauds such as strengthening of
internal controls.

f.  Putin place other measures as may be considered relevant to strengthen preventive measures against
frauds etc. quarterly to review and follow up all cases and also immediately on detection of any
fraud involving amount of %1 crore and above.

The Committee meets quarterly to review and follow up of all cases and also immediately on detection of any fraud
involving amount of %1 crore and above.

The Committee consisted of Messrs. Ananthakrishna (Chairman of the Committee up to 27.09.2016), P Jayarama
Bhat (Chairman of the Committee w.e.f 29.12.2016), SV Manjunath (up to 24.10.2016), T R Chandrasekaran (up to
09.06.2016), B A Prabhakar, Rammohan Rao Belle (w.e.f 29.12.2016), U R Bhat (w.e.f 20.05.2016) and Keshav K
Desai (w.e.f 19.10.2016). During the financial year under report, four meetings of the Committee were held on
22.06.2016,27.09.2016,29.12.2016 and 11.03.2017.

5.

Integrated Risk Management Committee (IRMC)

A Board level sub-committee called the Integrated Risk Management Committee (IRMC) which was constituted
on 24.12.2004 to devise a policy and strategy for integrated risk management containing various risk exposures
of the Bank including credit risk and market risk continued its functioning during the year under report. The
Committee was headed by Mr. Ananthakrishna (up to 17.09.2016) and then headed by Mr P Jayarama Bhat
(w.e.f08.12.2016) and other members of the Committee were Mr. B A Prabhakar (w.e.f20.05.2016) and Mr. UR
Bhat (w.e.f20.05.2016).

The functions of the Committee include the review of risk profile of the Bank, evaluation of the overall risks faced
by the Bank, develop policies and strategies for integrating risk management containing the credit, market and
operational risk exposures etc., and ensure a smooth transition to the new Capital Adequacy Framework. IRMC
met four times during the financial year on 22.06.2016, 17.09.2016, 08.12.2016 and 11.03.2017.

Nomination and Remuneration Committee (N&RC)

Pursuant to the Companies Act,2013, SEBI (Listing Obligations and Disclosure Requirements) Regulations,
2015 and the extant guidelines of Reserve Bank of India, Bank has constituted "Nomination & Remuneration
Committee (N&RC)" w.e.f. 30.09.2014. The Committee consisted of Messrs Ananthakrishna (up to 26.10.2016),
S V Manjunath (Chairman of the Committee up to 30.06.2016), Dr. H Ramamohan (up to 30.06.2016), T R
Chandrasekaran (up to 09.06.2016), Rammohan Rao Belle, B A Prabhakar (w.e.f 19.10.2016), U R Bhat (w.e.f
19.10.2016) and Usha Ganesh (chairperson w.e.f 19.10.2016). During the financial year under report five
meetings of the Committee were held on 23.04.2016, 30.06.2016, 29.12.2016, 10.01.2017 and 19.01.2017. The
attendance record at the meeting is as under:

Name of the Director (Messrs/Mrs.) No. of meetings attended
Ananthakrishna 2

T R Chandrasekaran
S V Manjunath

Dr H Ramamohan

Rammohan Rao Belle
B A Prabhakar

U R Bhat

Usha Ganesh

W W W OaININ| -

The terms of reference of the Committee include:

Identification of persons who are qualified to become directors and who may be appointed in senior management
in accordance with the criteria laid down.

Undertake the due diligence of candidates before their appointment/re-appointment as directors.

i. Recommend to the Board appointment of directors and senior management personnel and removal.

Formulate the criteria for determining qualification, positive attributes and independence of a director, key
managerial personnel and other employees.

Recommend to the Board the policy for evaluation of performance of directors.
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vi. Recommend to the Board on the remuneration of Whole Time Directors/Chief Executive Officers, etc.
vii. Toadminister the Employee Stock Option Scheme of the Bank.

In deference to the above, the Committee has laid down Policy on determination of the qualifications, positive
attributes and independence of a director for appointment as Directors and also a policy on remuneration of
Directors.

Remuneration Policy

The Bank has adopted a policy on compensation of Whole Time Directors/Chief Executive Officers etc. which aims at
attracting and retaining the right candidates in the Bank. The policy is designed to support key business strategies
and provide reasonable remuneration commensurate with the performance of the Bank taking into account
alignment of compensation with prudent risk taking etc.

Remuneration of Whole Time Director/ Managing Director & CEO

The remuneration of the Managing Director & CEO of the Bank is recommended by the Nomination and
Remuneration Committee (N&RC) to the Board for approval in accordance with the aforesaid policy. The Board of
Directors considers the recommendation of the N&RC and approves the remuneration, subject to necessary
approvals from Reserve Bank of India and the shareholders. The remuneration comprises of fixed pay and variable
pay linked to the achievement in financial and non-financial areas duly aligning it to the risk, cost to income ratio etc.
In case the variable pay is substantial i.e. 50 percent or more of the fixed pay, the provision of deferment is also
applicable. As a Policy, prudential limit for variable pay is also envisaged as itis limited to 70 percent of the fixed pay.

Remuneration of Non-Executive Directors

The Non-Executive Directors including Chairman of the Board were paid sitting fees for attending each meeting of
the Board/ Committee as approved by the Board subject to limits prescribed under the Companies Act, 2013. No
compensation in the form of profit related commission was paid to the Non-Executive Directors/Independent
Directors during the year under report.

7. Customer Service Committee

With a view to strengthen the corporate governance structure and also mount innovative measures for enhancing the
quality of customer service and improving the level of customer satisfaction for all categories of clientele at all times,
the Reserve Bank of India has suggested Banks to constitute a Customer Service Committee of the Board in
compliance with the recommendations of Committee on Procedures and Performance Audit on Public Service
(CPPAPS). Accordingly Customer Service Committee was constituted on 25.09.2004. The role of the Committee is
to address the formulation of a comprehensive deposit policy, product approval process, annual survey of deposit or
satisfaction, tri-annual audit of such services and to review the performance of the Ad-hoc committee periodically.
The Committee continued its functioning during this year also. The Committee consisted of Mr.P Jayarama Bhat,
Chairman and other members of the Committee were Messrs D Harshendra Kumar (upto 24.10.2016), Dr. H
Ramamohan (upto 24.10.2016), Keshav K Desai (w.e.f. 20.05.2016) and D Surendra Kumar (w.e.f. 27.03.2017).The
Committee met twice on 27.06.2016 and 28.12.2016 during the financial year under report. The Committee also
invites customers to the meetings to get their feedback about the customer services in the Bank.

8. Internal Capital Adequacy Assessment Committee (ICAAC)

In order to review and recommend to the Board, the capital plan of the Bank and laydown the capital planning process
and responsibilities as well as contingency planning for dealing with deviations and unexpected events and matters
incidental thereto,ICAAC had been constituted in the Bank. The Committee consisted of Mr. Ananthakrishna,
Chairman (upto 27.10.2016) and Mr P Jayarama Bhat, Chairman (w.e.f 28.12.2016) and the other members of the
committee were Messrs Rammohan Rao Belle and U R Bhat (w.e.f 20.05.2016). Mr. Mahabaleshwara M S, Chief
General Manager, who is the head of the ICAAP Function Committee, was also a member of the Committee. Five
meetings of the Committee were held during the financial year under report on 22.06.2016,19.08.2016, 13.10.2016,
28.12.2016 and 16.02.2017.

9. Committee for IT Strategy and Governance

A Board level Committee on IT Strategy and Governance constituted on 29.11.2011 to oversee the Information
Technology (IT) related areas such as IT Governance, Information Security, Information System Audit, IT Operations,
IT Services Outsourcing, Cyber Fraud, Business Continuity Planning etc., continued its functioning during the year
under report. The Committee consisted of Messrs Ananthakrishna, Chairman, (upto 17.09.2016), P Jayarama Bhat
and Rammohan Rao Belle (Chairman of the Committee w.e.f30.12.2016).

Some of the roles and responsibilities of this Committee include:

e Approving IT strategy and policy documents

« Ensuring thatthe management has put an effective strategic planning process in place

« Ratifying that the business strategy is indeed aligned with IT strategy

« Ensuringthatthe IT organizational structure complements the business model and its direction
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o Ascertaining that management has implemented processes and practices to ensure that the IT delivers value to
the business

« Ensuring IT investments represent a balance of risks and benefits and that budgets are acceptable

« Monitoring the method that management uses to determine the IT resources needed to achieve strategic goals
and provide high-level direction for sourcing and use of IT resources

o Ensuring properbalance of IT investments for sustaining bank's growth

« Becoming aware about exposure towards IT risks and controls and evaluating effectiveness of management's
monitoring of IT risks

o Assessing Senior Management's performance inimplementing IT strategies
e Issuing high-level policy guidance(e.g.related torisk, funding, or sourcing tasks)

« Confirming whether IT or business architecture is to be designed, so as to derive the maximum business value
fromIT

o Overseeing the aggregate funding of IT at a bank-level, and ascertaining if the management has resources to
ensure the proper management of IT risks

The main objective of IT Governance is to achieve out come viz., "Value Delivery by IT to business "and" IT Risk
Management". The drivers of this out come are "IT Strategic Alignment", "IT Resource Management "and" IT
Performance Measurement".

Four meetings of the Committee were held during the financial year under report on 23.06.2016, 17.09.2016,
30.12.2016 and 27.03.2017.

10. Corporate Social Responsibility (CSR) Committee

Pursuant to Section 135 of the Companies Act, 2015, a separate Committee has been constituted by the Board on
24.03.2014 to formulate and recommend to the Board a CSR policy, recommend the amount of expenditure to be
incurred on the CSR activities and monitor the CSR Policy of the Bank from time to time, monitor & regulate the
expenditure incurred by the Bank in corporate social responsibilities and to formulate policy on CSR activities. The
said Committee continued its functioning during the year under report.

Besides Mr.P Jayarama Bhat, who was the head of the Committee, the Committee consisted of Mrs. Usha Ganesh
(w.e.f. 29.12.2016), Mr. Keshav K Desai (w.e.f 29.12.2016) and Mr. D Surendra Kumar (w.e.f. 27.03.2017) as its
members. During the year the Committee met once on 29.12.2016. Necessary disclosure pursuant to subsection 4 of
Section 135 of the Companies Act, 2013 read with Companies (CSR) Rules 2014, has been furnished in Annexure
Vland also posted in our website.

11. Review Committee for identification of Wilful Defaulters:

As per the RBI Guidelines, the Bank has constituted a Review Committee for Identification of Wilful defaulters on
19.02.2015 for considering the representation from the borrowers and review the order of the internal committee
constituted for identification of willful defaulters. The Committee consisted of Mr P Jayarama Bhat, MD & CEO, as
Chairman and Mr. Ashok Haranahalli, Mr. B A Prabhakar and Mrs Usha Ganesh (w.e.f. 20.05.2016), Independent
Directors of the Bank as Members. There was no occasion for the aforesaid committee to meet during the reporting
period.

12. Review Committee for Non-Cooperative borrowers:

The Bank had also constituted a Review Committee for Non-Cooperative borrowers and consisted of Mr P Jayarama
Bhat as Chairman and Mr. Ashok Haranahalli, and Mrs Usha Ganesh, Independent Directors of the Bank as
Members. During the year the Committee metonce on 29.12.2016.

BOARD LEVEL PERFORMANCE EVALUATION
As required under the Companies Act, 2013 and the SEBI (Listing Obligations and Disclosure Requirements)
Regulations, 2015,performance review/evaluation of the Board as a whole, Committees of the Board, Chairman of

the Board, all Directors including Independent Directors and Managing Director & CEO of the Bank was carried out as
per the Performance Evaluation Policy adopted by the Bank. The process of Performance evaluation is as under:

Independent Directors in a separate meeting shall evaluate the performance of non-independent directors (i.e.
Managing Director & CEO of the Bank), Chairman of the Board and Board as a whole taking into account the views of
the Managing Director.

Board shall review the performance of all Independent Directors as well as the Committees of the Board.
EVALUATION CRITERIA

Bank aligned is performance evaluation templates in line with SEBI Guidance Note dated January 5, 2017 and the
basis of evaluation are as under :

Board:
The criteria for evaluation of performance of the Board include composition of the Board, periodicity of the meetings,
management and human resources, strategy determination, monitoring and acting, policies and procedures
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including Risk management policy, understanding the regulatory requirements, reporting to the stakeholders,
compliance with all applicable laws requirements etc.

Committees of the Board:

The performance of the Committees of the Board was evaluated taking into consideration the terms of reference of
each Committee, periodicity of meetings, collective judgement and contribution by each committee in meeting their
objectives.

Chairman of the Board:

The evaluation criteria for the performance of the Chairman of the Board inter-alia included leadership qualities
demonstrated by him, ability to synthesize discussion and divergent views to lead to consensus after listening to all
directors, his working relationship with the Managing Director and CEO etc.

Managing Director & CEO:

While evaluating the performance of the Managing Director & CEO, performance in key financial and non-financial
areas such as achieving the business targets, meeting stakeholders' expectations and maintaining harmonious
relationship with the labour associations and recognition and rewards secured by the Bank under his leadership,
relationship with the Board,ability to execute the strategies etc.,were considered.

Independent Directors:

The review of the performance of Independent Directors has been undertaken by the Board having regard to their
experience and expertise in the specified are a of their specialisation, attendance record at the meetings of the Board
and the Committees there of, value addition in the decision making process in the meeting, their ability to get updated
their knowledge about the business and regulatory environment in which the Bank is functioning, leading to bringing
inindependent judgements and safe guarding the interest of stakeholders, etc.

COMMITTEES OF EXECUTIVES:

Apart from the Board Committees, the Bank has also constituted other committees of executives such as Asset and
Liability Management Committee (ALCO), Investment Management Committee (IMC), Credit Management
Committee (CMC), Credit Policy Committee (CPC), Operational Risk Management Committee (ORMC), Committee
for scrutiny of frauds, staff accountability Committee, New Product & Process Approval Committee, IT Steering
Committee, ICAAP Function Committee, Management Security Forum, Risk Based Supervision (RBS) Top
Management Committee, Inspection Monitorable Action Plan (IMAP) Committee etc. The Committees meet
regularly to take decisions on respective matters.

ANNUAL GENERAL MEETINGS:
Venue and the date of the last three annual general meetings were as under:

. Whether any Special
Year Venue Date Day Time resolution/s passed
2016 | Registered Office of 28.07.2016 | Thursday | 11.30 a.m. No

the Bank, Mangaluru

2015 | Registered Office of 16.07.2015 | Thursday | 11.30 a.m. Yes
the Bank, Mangaluru

2014 | Registered Office of 09.08.2014 | Saturday |11.30a.m. No
the Bank, Mangaluru

* No special resolution was passed in the previous year through postal ballot.

DISCLOSURES:

There were nomaterially significant transactions entered into by the Bank with its directors, management, or relatives
conflicting with the interest of the Bank at large during the year ended March 31, 2017. Further it is declared that all the
directors and senior management personnel have affirmed the compliance to the code of conduct laid down by the Bank.
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STATUTORY COMPLIANCE, PENALTIES AND STRICTURES:

There were no instances of non-compliances by the Bank, levy of penalties and strictures imposed by Stock Exchanges,
RBl and SEBI/other regulatory authorities on any matter during the year under report.

MEANS OF COMMUNICATION:

The quarterly/ half yearly/ annual results are published in the leading national English dailies such as Business Standard,
The Hindu, Business Line, Financial Express, Economic Times etc. and vernacular newspapers such as Udayavani etc.
The results were also posted on our website www.karnatakabank.com. In view of this, no separate half-yearly declaration
of financial performance to the shareholders has been made.

SHAREHOLDERS' INFORMATION:

A. Annual General Meeting:

Day : Monday

Date o July17,2017

Time : 11.30AM

Venue :  TheKarnatakaBankLtd.

Regd.& Head Office
Mahaveera Circle, Kankanady
Mangaluru-575002.
B. Bookclosure: July 10,2017 to July 17,2017 (Both days inclusive)
C. Financial Calendar: The financial year of the Bank is April to March. The financial results for the quarter/
half year/year are generally published as under:
a) Quarterending June, 302017: July, 2017
b) Quarterending Sept. 30,2017: October, 2017
c) Quarterending Dec. 31,2017: January, 2018
d) Quarterending March 31,2018: May, 2018

D. Dividend: The Board of Directors has recommended a dividend of 34/- per share for the year ended March 31, 2017
(i.e. 40 per cent on paid up capital) and subject to approval by the AGM to be held on July 17,2017, the same will be paid
to the shareholders holding shares as on July 17, 2017 in respect of shares held in physical form and to the beneficial
holders of shares as on July 9, 2017 in electronic form.

Dividend Payment Date: Between July 18,2017 and July 24,2017

As per the provisions of Section 205A of the Companies Act, 1956, the unclaimed dividend for the financial year 2008-09 of
345,74,376/- has been transferred to the Investor Education and Protection Fund established by the Central Government.
The following Table gives the position of unclaimed dividend from the year 2009-10 as on 31.03.2017.

Year Unclaimed Date of Last date for
dividend () declaration claiming dividend
2009-2010 39,07,280 31.07.2010 30.08.2017
2010-2011 39,99,333 23.07.2011 22.08.2018
2011-2012 58,56,798 30.08.2012 29.09.2019
2012-2013 68,26,708 06.07.2013 05.08.2020
2013-2014 79,52,396 09.08.2014 08.09.2021
2014-2015 1,01,72,195 16.07.2015 15.08.2022
2015-2016 1,09,70,085 28.07.2016 27.08.2023

Demat Suspense Account: Pursuant to schedule V of the SEBI (Listing Obligations and Disclosure Requirements)
Regulations 2015, after sending three reminder letters in respect of unclaimed shares to the shareholders at the latest
available address, Bank had transferred these unclaimed shares to a separate demat suspense account. The summary of
shares transferred and released in favour of shareholders is furnished below:

The Voting rights on these shares shall remain frozen till such shares are claimed by the rightful owner.

. No. of Total Number
Particulars shareholders of shares

Number of shareholders and the outstanding shares

in the suspense account lying at the beginning of the year. 2082 196767
Shareholders who approached us for transfer of shares

from suspense account during the year 16 4928
Shareholders to whom shares were transferred from

suspense account during the year: 16 4928
Number of shareholders and the outstanding shares

in the suspense account lying at the end of the year. 2066 191839
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E. Listing of shares:
The shares of the Bank are listed on the following Stock Exchanges.

Name of the Stock Exchange Address
) ) Regd Office: Exchange Plaza, Bandra Kurla Complex,
National Stock Exchange of India Ltd. Bandra (E), Mumbai- 400051

Regd Office: Floor 25, Phiroze Jeejeebhoy Towers
BSE Ltd. Dalal Street, Mumbai - 400001

The Bank has paid the annual listing fees for the year 2016-17 to the above Stock Exchanges.

Compliance with Corporate Governance requirements: The Bank has been complying with
requirements of Corporate Governance as stipulated under Regulations 17-27 read with Schedule V
of SEBI (Listing Obligations and Disclosure Requirements) Regulations, 2015 and a report on
corporate Governance in the prescribed format has been submitted to the Stock Exchanges every
quarter.

Stock Code:

Trading symbolonthe NSE : KTKBANK
Scrip code on BSE : 532652

ISIN at NSDL/CDSL : INE614B01018
Share transfer procedure:

The shares of the Bank being traded in dematerialized form are transferable through the depository
system. The share transfers in physical form are processed by the Share Transfer Agent-
M/s Integrated Registry Management Services Pvt Ltd (demerged from M/s Integrated Enterprises
(India)Ltd., w.e.f. 17.02.2017) and approved by the Managing Director & CEO at least once in a

fortnight. There were no share transfer requests pending for transfer as on March 31, 2017.
Stock Market Data

The shares of the Bank are traded on the Stock Exchanges only in dematerialized form as per the
directives issued by Securities and Exchange Board of India (SEBI). The shares are regularly traded
on National Stock Exchange of India Ltd. (NSE) and BSE Ltd (BSE). The monthly high & low prices
along with the volumes traded from 01.04.2016 to 31.03.2017 on the above Stock Exchanges are

given below together with bench mark indices.
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Trading statistics on NSE

Month Share Price No. of Shares Traded NIFTY S0
High Low High Low
Apr 2016 114.24 99.20 22366912 7979.90 7546.45
May 2016 128.45 107.35 50841471 8178.50 7706.55
June 2016 140.80 124.65 47457662 8287.75 8088.60
July 2016 156.05 143.05 42070368 8666.30 8323.20
Aug 2016 156.90 139.40 70949375 8786.20 8544.85
Sep 2016 159.10 143.50 44823372 8952.50 8591.25
Oct 2016 157.80 120.45 61548174 8769.15 8520.40
Nov 2016 127.05 101.45 63479684 8626.25 7929.10
Dec 2016 113.45 104.50 56476435 8261.75 7908.25
Jan 2017 123.00 113.45 43671719 8641.25 8179.50
Feb 2017 137.80 114.45 89905151 8939.50 8716.40
Mar 2017 141.70 135.45 78015380 9173.75 8897.55
Trading statistics on BSE
Month Higihare P"ceLow No. of Shares Traded Hisgal:P BSE Serlisc:,(
Apr 2016 114.10 99.40 2668149 26064.12 24673.84
May 2016 128.60 107.05 5861221 26725.60 25101.73
June 2016 141.20 124.50 7204311 27020.66 26395.71
July 2016 156.00 143.05 6556696 28208.62 27126.90
Aug 2016 156.80 139.25 6771115 2845217 27697.51
Sep 2016 159.05 143.80 4744536 29045.28 27827.53
Oct 2016 157.80 120.30 6627911 28334.55 27529.97
Nov 2016 126.85 101.35 9287288 27876.61 25765.14
Dec 2016 113.45 104.70 5878294 26747.18 25807.10
Jan 2017 123.05 113.35 4713098 27882.46 26595.45
Feb 2017 137.70 114.55 9061078 28892.97 28141.64
Mar 2017 141.70 135.55 9056883 29648.99 28832.45
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Distribution of shareholding as on 31° March 2017.

Shares holding of Share Share
nominal value of holders Amount
3 Number % to Total g % to Total
(1) ) (3) (4) (%)
Upto 5,000 108985 74.50 155054520 5.49
5,001 - 10,000 15219 10.40 114863910 4.06
10,001 - 20,000 10120 6.92 147825870 5.23
20,001 - 30,000 4034 2.76 100854120 3.57
30,001 - 40,000 1975 1.35 69462180 2.46
40,001 - 50,000 1345 0.92 61280230 2.17
50,001 - 1,00,000 2478 1.69 174344780 6.17
1,00,001 and above 2126 1.45 2002373860 70.85
Total 146282 100.00 2826059470 100.00

Dematerialization of shares:

As per the directives of SEBI, the equity shares of the Bank are compulsorily traded in dematerialized
form by all categories of investors with effect from 26.02.2001. The Bank had entered into tripartite
agreement with the depositories viz. National Securities Depository Ltd. and Central Depository Services
(India) Ltd. and share transfer agent, for dematerialization of shares. The ISIN allotted for the shares of
the Bank is INE614B01018. In view of the obvious benefits of holding the shares in demat form, over the
period of time shareholders have converted their physical shares into electronic form. 93.38 percent of
the equity shares of the Bank are in demat form as on 31.03.2017.
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Registrar & Share Transfer Agent:

The Bank has appointed Integrated Registry Management Services Pvt Ltd (demerged from
M/s. Integrated Enterprises (India) Ltd.) as common Share Transfer Agent for both physical and electronic
shares. Therefore, all communications relating to share transfer, dividend, change of address for shares held in
physical form and dematerialisation of shares etc are to be addressed to the Registrar and Share Transfer
Agent at the following address:

Integrated Registry Management Services Pvt Ltd.
30, Ramana Residency, 4"Cross
Sampige Road, Malleshwaram, Bengaluru- 560003
Tel : (080) 23460815-818 Fax: (080) 23460819
Email: alfint@vsnl.com or irg@integratedindia.in

Debenture Trustee :
In respect of the sub-ordinated debt instruments issued in the previous years and outstanding as on 31* March
2017, the Bank has appointed M/s IDBI Trusteeship Services Ltd as the Debenture Trustee and their contact
details are as follows.

IDBI Trusteeship Services Ltd
Asian Building, Ground Floor,
17, R.Kamani Marg, Ballard Estate,
Mumbai - 400001
Tel : 91 022 4080 7001 Fax: 91 022 6631 1776
Email: itsl@idbitrustee.co.in  Website: www.idbitrustee.com

Non-mandatory (Discretionary) requirements

The compliance status of Non-mandatory requirements were as under:

Requirements Compliance status

The Board - A non-executive Chairman may be Complied with.
entitted to maintain a Chairman's office at the
company's expense and also allowed
reimbursement of expenses incurred in performance

of his duties.

Shareholders Rights: A half-yearly declaration of | |nview of wider publication of results in newspapers
financial performance including summary of the and posting the same in the web site of the Bank, no
significant events in last six-months, may be sent to separate communication was sent to each

each household of shareholders. household of shareholders.

Modified opinion(s) in audit report: Company may There were no audit qualifications.
move towards a regime of unqualified financial

statements.

Separate posts of Chairperson and chief executive Complied with.

officer: The company may appoint separate persons to
the post of Chairman and Managing Director/CEO.

Reporting of Internal Auditor (The Internal auditor may Bank follows Risk Based Internal Audit as per the
report directly to the Audit Committee) extant guidelines of Reserve Bank of India and

periodical report thereof is submitted to the Audit
Committee of the Board.
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COMPLIANCE WITH THE CODE OF CONDUCT

| confirm that all Directors and members of the Senior Management have affirmed compliance with the Bank's Code
of Conduct for the year ended March 31, 2017.

Mahabaleshwara M.S.
Managing Director & CEO

Place : Hubballi
Date : June 17,2017

AUDITORS' CERTIFICATE ON CORPORATE GOVERNANCE

To the members of The Karnataka Bank Limited.

We have examined the records of The Karnataka Bank Ltd., concerning the compliance of conditions of Corporate
Governance as stipulated under Regulations 17 to 27 and clauses 46(2) (b) to (i) read with Schedule V of SEBI
(Listing Obligations and Disclosure Requirements) Regulations, 2015 in relation to the listing of shares on National
Stock Exchange of India Limited and BSE Limited for the financial year ended 31*March 2017.

The compliance of conditions of Corporate Governance is the responsibility of the management. Our examination
was limited to procedures and implementation thereof, adopted by the Bank for ensuring the compliance of
conditions of Corporate Governance. Itis neither an audit nor an expression of opinion on the financial statements of
the Bank.

We have conducted our examination on the basis of the relevant records and documents maintained by the Bank and
furnished to us for our review and the information and explanations given to us by the Bank.

Based on such examination, in our opinion, the Bank has complied with the conditions of Corporate Governance, as
stipulated in aforesaid Regulations.

We further state that, such compliance is neither an assurance as to the future viability of the Bank, nor as to the
efficiency or effectiveness with which the management has conducted the affairs of the Bank.

For Kamath & Rau For Abarna & Ananthan
Chartered Accountants Chartered Accountants
Firm Regn. No. 001689S Firm Regn. No.000003S
Sd/- Sd/-
(Srinivas S Kamath) (Abarna Bhaskar)
Partner-M.No0.201716 Partner-M. No.025145

Place : Mangaluru
Date : May 13, 2017
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ANNEXURE IV
EXTRACT OF THE ANNUAL RETURN

[Pursuant to Section 92(3) of the Companies Act, 2013 and Rule 12(1) of the Companies
(Management and Administration) Rules, 2014]

I. REGISTRATIONAND OTHER DETAILS:

i) CIN : L85110KA1924PLC001128
i) Registration Date :18.02.1924

iii) Name ofthe Company . TheKarnataka Bank Limited
iv) Category/Subcategory ofthe Company :  PublicLimited Company

v) Address of the Registered Office and
contact details :  Regd & Head Office, Mahaveera Circle,
Kankanady, Mangaluru-575002
Tel: (0824)2228222 Fax: (0824) 2225588
Email: investor.grievance@ktkbank.com

vi) Whetherlisted company (Yes/No) : YES

vii) Name, address and contact
details of Registrar and Share Transfer
Agent, ifany . Integrated Registry Management Services Pvt. Ltd.
30, Ramana Residency, 4" Cross, Sampige Road,
Malleshwaram, Bengaluru- 560 003
Tel: (080)23460815-818 Fax: (080) 23460819
Email: irg@integratedindia.in

Il. PRINCIPALBUSINESS ACTIVITIES OF THE COMPANY

All the business activities contributing 10% or more of the total turnover of the company shall be stated:

SI. No. Name and Description of NIC Code of the % to total turnover
main product/services Product/Service of the company
1 Banking Services 64191 100

lll. PARTICULARS OF HOLDING, SUBSIDIARY AND ASSOCIATE COMPANIES

SI. No. Name and Address CIN/GLN Holding/ Subsidiary / % of shares Applicable
of the Company Associate held Section

Bank does not have any holding/subsidiary/associate company
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IV. SHAREHOLDING PATTERN
i) Category-wise Share Holding:

No. of Shares held at the beginning of the No. of Shares held at the end of the % change during
year year the year
Category of
Shareholders Demat | Physical Total % of Demat | Physical Total % of
Total Total
Shares Shares
A. Promoters
(1) Indian
a) Individual/HUF nil nil nil nil nil nil nil nil nil
b) Central Govt or State Govt. nil nil nil nil nil nil il il il
c) Bodies Corp il nil il nil il il il il il
d) Banks/FI il nil nil nil nil nil il nil nil
e) Any other nil nil nil nil nil nil nil nil nil
Sub-Total (A)(1): nil nil nil nil nil nil nil nil nil
(2) Foreign
a) NRI-Individuals il nil il nil il nil nil nil nil
b) Other-Individuals il nil il nil il il il il il
c) Bodies Corp nil nil nil nil nil nil nil nil nil
d) Banks/FI il nil il nil il il il il il
e) Any other nil nil nil nil nil nil nil nil nil
Sub-Total (A)(2): nil nil nil nil nil nil nil nil nil
Total Shareholding of Promoter
(A) = (A)(1)*(A)(2) nil nil nil nil nil nil nil nil nil
B. Public Shareholding
1. Institutions
a) Mutual Funds 8025224 0] 8025224 | 4.26| 12378788 0| 12378788 | 6.57 | 4353564 | 1.54
b) Banks/Fl 1169720 0] 1169720 | 0.62| 3210273 0| 3210273 | 1.70 | 2040553 | 0.72
c) Central Govt 0 0 0 0 0 0 0 0 0 0
d) State Govt 0 0 0 0 0 0 0 0 0 0
e) Venture Capital Funds 0 0 0 0 105502 0 105502 | 0.06 0 0
f) Insurance Companies 10888535 0| 10888535 | 5.78| 16955643 0| 16955643 | 9.00 | 6067108 | 2.15
g) Flls 35795368 0] 35795368 | 18.99 | 54269168 0| 54269168 | 28.80 |18473800 | 6.54
h) Foreign Venture Capital Funds 0 0 0 0 0 0 0 0 0
i) Others 0 0 0 0 0 0 0 0 0
Sub Total (B) (1) 55878847 0| 55878847 | 29.65| 86919374 0| 86919374 | 30.76 |3093502510.95
2. Non-Institutions
a) Bodies Corp 17394100|  247844| 17641984 | 9.36 | 22903272 311317 23214589 | 8.21 | 5572605| 1.97
i) Indian 0 0 0 0 0 0 0 0 0
ii) Overseas 0 0 0 0 0 0 0 0 0
b) Individuals 0 0 0 0 0 0 0 0 0
i) Individual shareholders holding
nominal share capital upto 1 lakh| 47016045 | 13047663 60063708 | 31.87 | 64102533 | 14952159 79054692 | 27.97 | 18990984 | 6.72
ii) Individual shareholders holding
nominal share capital in excess
of %1 lakh 48306142 | 2217131| 50523273 | 26.81| 83274813 | 3430846| 86705659 | 30.68 | 36182386 |19.20
c) others (specify)
Sub Total (B) (2) 117054946 | 15522228| 132577174 | 70.35 [176987251 | 1869932| 195686573 | 69.24 |63109399 |33.49
Total Public Shareholding
(B) = (B)(1) #(B)(2) 172933793 | 15522228| 188456021 | 100.00 | 263906625 | 18699322 282605947 | 100 |94044424 |49.90
C. Shares held by custodian
for GDRs/ADRs 0 0 0 0 0 0 0 0 0
Grand Total (A+B+C) 172933793 | 15522228 188456021 100 [ 263906625 | 18699322| 282605947 | 100 |94044424 |49.90
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ii) Shareholding of Promoters

No. of Shares held at the No. of Shares held at the

beginning of the year end of the year % change in

. 0, 0, i
Sl. | Shareholder's % of total % of shares % of total % of shares shareh.oldlng

No.,  name No. of Sharesathe pledged/ Shares of ledged/ during
Shares Compan encumbered No. of Shares the Compan encumbered the year
pany to total shares PAY1 " to total shares
Not applicable as the Bank does not have any promoters in control of the management .

iii) Change in Promoter's Shareholding

No. of Shares held at the Cumulative shareholding
Sl beginning of the year during the year
No. No. of % of total shares No. of % of total shares
shares of the Company shares of the Company

Not applicable as the Bank does not have any promoters in control of the management .

iv) Shareholding Pattern of top ten Shareholders other than directors, promoters, holders of ADR/GDR

Shareholding at the Change in Shareholding at
(No. of Shares) year
Sl.No. Name of the shareholder
No.of | % tototal % to total
Shares | Shares of | Increase |Decrease | No. of | chares of
the Bank Shares the Bank
1 Life Insurance Corporation of India 10203485 541 | | 156305227 5.42
2 B Sumanth Kumar Reddy 6257662 3.32 1882137 | ... 8139799| 2.88
3 Vijay Kishanlal Kedia 317108 0.17 5343595 | ... 5660703| 2.00
4 LSV Emerging Markets Equity
Fund LP 2625600 1.39 1312800 | ... 3938400 1.39
5 Morgan Stanley Mauritius Company
Limited Nil 0.00 3582483 | ... 3582483 1.27
6 CD Equifinance Private Limited 1205462 0.64 2128457 | ... 3333919| 1.18
7 Venkata Sesha Reddy D 1729090 0.92 1472410 | ... 3201500 1.13
8 Government Pension Fund Global 3035001 1.61 136998 | ... 3171999 1.12
9 ICICI Bank Limited 648303 0.34 2424142 | ... 3072445 1.09
10 Chirag Dilip Kumar Lakhi 2459328 1.30 549940 | ... 3009268 1.06

Since the substantial portion of the shares are held and traded in demat form, date wise increase or decrease is not
available.
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v) Shareholding of Directors & Key Managerial Personnel

Sl. The Director and KMP (Messrs./Mrs.) No. of Shares held at the | Cumulative shareholding
No. ’ ’ beginning of the year during the year
No. of % of total shares No.of | % of total shares
1 P Jayarama Bhat shares of the Company | shares | of the Company
At the Beginning of the Year 3000 0.00 3000 0.00
Datewise increase/decrease in shareholding
during the year specifying the reasons for
increase/decrease 2350 0.00 2350 0.00
At the end of the Year 5350 0.00
. No. of % of total shares No.of | % of total shares
2 | Ashok Haranahalli shares of the Company | shares | of the Company
At the Beginning of the Year 6000 0.00 6000 0.00
Datewise increase/decrease in shareholding
during the year specifying the reasons for
increase/decrease 4699 0.00 4699 0.00
At the end of the Year 10699 0.00
No. of % of total shares No.of | % of total shares
3 | Usha Ganesh shares of the Company shares | of the Company
At the Beginning of the Year 2520 0.00 2520 0.00
Datewise increase/decrease in shareholding
during the year specifying the reasons for
increase/decrease 1974 0.00 1974 0.00
At the end of the Year 4494 0.00
No. of % of total shares No. of | % of total shares
4 | Rammohan Rao Belle shares of the Company | shares | of the Company
At the Beginning of the Year 200 0.00 200 0.00
Datewise increase/decrease in shareholding
during the year specifying the reasons for
increase/decrease 157 0.00 157 0.00
At the end of the Year 357 0.00
No. of % of total shares No.of | % of total shares
5 | BAPrabhakar shares of the Company shares | of the Company
At the Beginning of the Year 150 0.00 150 0.00
Datewise increase/decrease in shareholding
during the year specifying the reasons for
increase/decrease 117 0.00 117 0.00
At the end of the Year 267 0.00
No. of % of total shares No.of | % of total shares
6 | URBhat shares of the Company shares | of the Company
At the Beginning of the Year 4523 0.00 4523 0.00
Datewise increase/decrease in shareholding
during the year specifying the reasons for
increase/decrease 2700 0.00 2700 0.00
At the end of the Year 7223 0.00
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. No. of % of total shares No.of | % of total shares
7 | Keshav K Desai shares | ofthe Company | shares | ofthe Company
At the Beginning of the Year 4280 0.00 4280 0.00
Datewise increase/decrease in shareholding
during the year specifying the reasons for
increase/decrease 5270 0.00 5720 0.00
At the end of the Year 10000 0.00
3 | Ds dra K No. of % of total shares | No.of | % of total shares
urendra Rumar shares of the Company shares | of the Company

At the Beginning of the Year 12274 0.00 12274 0.00

Datewise increase/decrease in shareholding
during the year specifying the reasons for

increase/decrease 6137 0.00 6137 0.00
At the end of the Year 18411 0.00
Key Managerial Personnel
1 | Chandrashekar Rao B, Chief Financial Officer S'\f]%'rg; °{;’f‘t’,ﬂ,§°}§’2§$§fj y%rgg ‘z’f?ééoéaé:quf;
At the Beginning of the Year 543 0.00 543 0.00
Datewise increase/decrease in shareholding
during the year specifying the reasons for
increase/decrease 400 0.00 400 0.00
At the end of the Year 943 0.00
No. of % of total shares No. of | % of total shares
2 | YV Balachandra, Company Secretary shares of the Company shares of the Company
At the Beginning of the Year 2388 0.00 2388 0.00
Datewise increase/decrease in shareholding
during the year specifying the reasons for
increase/decrease 1700 0.00 1700 0.00
At the end of the Year 4088 0.00

*Increase in share holding of directors and KMP is mainly on account of subscription to shares under bank's rights issue.
INDEBTEDNESS : Indebtedness of the company including interest outstanding/accrued but not due for payment

(X in lakh)
Secured
Loans :
excluding Unl_sc?::;ed SRRl Inde.tl)-?t:zlness
deposits
Indebtedness at the beginning of the financial Year
i) Principal Amounts 3000.00 102147.95 Nil 105147.95
ii) Interest due but not paid Nil Nil Nil Nil
i) Interest accrued not due 0.64 2884.51 Nil 2885.15
Total (i+ii+iii) 3000.64 105032.46 Nil 108033.10
Change in indebtedness during the financial year
i) addition Nil 23262.21 Nil 23262.21
ii) deletion 3000.64 42147.95 Nil 45148.59
Net Change (3000.64) | (18885.74) Nil 21886.38
Indebtedness at the end of financial year
i) Principal Amount Nil 83262.21 Nil 83262.21
ii) Interest due but not paid Nil Nil Nil Nil
iii) Interest accrued not due Nil 2326.30 Nil 2326.30
Total (i+ii+iii) Nil 85588.51 Nil 85588.51

*Deposits received by the Bank in the ordinary course of business do not amount to deposits in terms of Companies Act,
2013, hence not included.
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V) REMUNERATION OF DIRECTORS AND KEY MANAGERIAL PERSONNEL

A. Remuneration of Managing Director, whole time Director and or Manager ®in lakh)
Sl. : : Name of the MD Total
No. Particulars of Remuneration P Jayarama Bhat ST

1| Gross Salary
(a) Salary as per provisions contained in Section 17(1) of the Income Tax Act,1961 64.80 64.80
(b) Value of Perquisites u/s 17(2) of the Income Tax Act, 1961 - -
(c) Profits in lieu of salary u/s 17(3) of the Income Tax Act, 1961 - -
2 | Stock Options -- --
3| Sweat Equity - -
4 | Commission
- as a % of profit -- --

- others
5| Others (Contribution to SPF and Variable Pay) 14.10 14.10
Total (A) 78.90 78.90

Ceiling as per the Act @

* Variable pay for the year 2015-16 was paid to Mr. P Jayarama Bhat in the FY 2016-17 after obtaining approval from the
Reserve Bank of India.

B. Remuneration of Directors

[ in lakh)
Name of the Directors
Sl.| Particulars of Total
No, Remuneration |Anantha) SV |DHarshendral DrH  |TRChandra| Ashok | Usha |Rammohan| BA UR | Keshav |DSurendra| Amount
krishna|Manjunath | Kumar | Ramamohan| sekaran |Haranahalli| Ganesh | RaoBelle |Prabhakar| Bhat | K Desai Kumar
1 | Independent
Directors
Sitting Fees for
attending Board/ | 6.00 4.40 340 5.40 1.60 8.60 | 13.40 22.20 19.50 19.00 10.50 0| 114.00
Committees
Commission 0 0 0 0 0 0 0 0 0 0 0 0 0
Other 0 0 0 0 0 0 0 0 0 0 0 0 0
Total (1) 6.00 4.40 3.40 5.40 1.60 8.60 | 13.40 22.20 19.50 19.00 10.50 0| 114.00
2 | Non-Executive
Directors
Sitting Fees for 0 0 0 0 0 0 0 0 0 0 0 2.80 2.80
attending Board/
Committees
Commission 0 0 0 0 0 0 0 0 0 0 0 0 0
Other 0 0 0 0 0 0 0 0 0 0 0 0 0
Total (2) 0 0 0 0 0 0 0 0 0 0 0 2.80 2.80
Total (B) = (1+2) | 6.00 4.40 3.40 5.40 1.60 8.60 | 13.40 22.20 19.50 19.00 10.50 2.80 | 116.80
Total
Managerial
Remuneration
(A+B) 116.80
Overall ceiling as per the act @

@ Being a Banking Company, the provisions of Banking Regulation Act, 1949 would apply to the Bank and the
remuneration of whole time Director is subject to the approval of Reserve Bank of India. The remuneration is,
however, within the limits prescribed under the Companies Act, 2013. Again any payment to Non-
Executive/Independent Directors other than sitting fees and profit related commission not exceeding in aggregate
one per cent of net profits of the Bank subject to maximum of 210 lakh (except to part time chairman) can be made
with the approval of RBI. Presently Independent /Non-executive Directors are paid only sitting fees, which is within
limits prescribed under the Companies Act, 2013.
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C. Remuneration of Key Managerial Personnel other than Managing Director & CEO

 in lakh)
,‘?(I)'_ Particulars of Remuneration CFO g:?:ﬁ&?; A.rl;?;ﬂlnt
1| Gross Salary
(a) Salary as per provisions contained in Section 17(1) of the Income Tax Act,1961 19.26 16.85 36.11
(b) Value of Perquisites u/s 17(2) of the Income Tax Act,1961 043 2.35 2.78
(c) Profits in lieu of salary u/s 17(3) of the Income Tax Act, 1961 0 0 0
2 | Stock Options
3 | Sweat Equity
4 | Commission
- as a % of profit
- others
5 | Others - Contribution to SPF 1.16 1.10 2.26
Total 20.85 20.30 41.15
VI) PENALTIES / PUNISHMENT / COMPOUNDING OF OFFENCES
e | Setonfthe | B, | pensiy | ROINGL | made
punishment Court] if any
A. COMPANY
Penalty nil nil nil nil nil
Punishment nil nil nil nil nil
Compounding nil nil nil nil nil
B. DIRECTORS
Penalty nil nil nil nil nil
Punishment nil nil nil nil nil
Compounding nil nil nil nil nil
C. OTHER OFFICERS IN DEFAULT
Penalty nil nil nil nil nil
Punishment nil nil nil nil nil
Compounding nil nil nil nil nil
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ANNEXURE V

SECRETARIAL AUDIT REPORT

[Pursuant to Section 204(1) of the Companies Act, 2013, and Rule 9 of the Companies
(Appointment and Remuneration of Managerial Personnel) Rules, 2014]

FOR THE FINANCIAL YEAR ENDED 31* MARCH 2017

To,

The Members,

The Karnataka Bank Limited,

Post Box No.599,

Regd. & Head Office, Mahaveera Circle,
Mangaluru-575002

| have conducted the Secretarial Audit of the compliance of applicable statutory provisions and the adherence to
good corporate practices by The Karnataka Bank Limited (hereinafter called “the Bank”) for the audit period covering
the Financial Year ended on 31* March 2017. Secretarial Audit was conducted in a manner that provided me a
reasonable basis for evaluating the corporate conducts/statutory compliances and expressing my opinion thereon.

Based on my verification of the books, papers, minute books, forms and returns filed and other records maintained by
the Bank and also the information provided by the Bank, its officers, agents and authorized representatives during the
conduct of Secretarial Audit, | hereby report that in my opinion, the Bank has, during the audit period covering the
financial year ended on 31* March 2017 complied with the Statutory Provisions listed hereunder and also that the
Bank has proper Board-processes and compliance-mechanism in place to the extent, in the manner and subject to
the reporting made hereinafter:

| have examined the books, papers, minute books, forms and returns filed and other records maintained by The
Karnataka Bank Limited (“the Bank”) for the financial year ended on 31¥ March 2017, according to the provisions of:

i.  The CompaniesAct, 2013 (the Act) and the rules made thereunder;

ii.  The Securities Contracts (Regulation)Act, 1956 ('SCRA') and the rules made thereunder;

iii. The Depositories Act, 1996 and the Regulations and Bye-laws framed thereunder;

iv.  Foreign Exchange ManagementAct, 1999 and the rules and regulations made thereunder;

v.  The following Regulations and Guidelines prescribed under the Securities and Exchange Board of India
Act, 1992 ('SEBI Act'):-

a) The Securities and Exchange Board of India (Substantial Acquisition of Shares and Takeovers)
Regulations, 2011;

b) The Securities and Exchange Board of India (Prohibition of Insider Trading) Regulations, 2015;

c) The Securities and Exchange Board of India (Issue of Capital and Disclosure Requirements)
Regulations, 2009;

d) The Securities and Exchange Board of India (Share Based Employee Benefits) Regulations,2014;
e) The Securities and Exchange Board of India (Issue and Listing of Debt Securities) Regulations, 2008;

f) The Securities and Exchange Board of India (Registrars to an Issue and Share Transfer Agents)
Regulations, 1993 regarding the Companies Act and dealing with client;

g) The Securities and Exchange Board of India (Bankers to an Issue) Regulations,1994;
vi. Banking Regulations Act,1949;

I have also examined compliance with the applicable clauses of the following:

i. Secretarial Standards issued by The Institute of Company Secretaries of India

ii. The Listing Agreements entered into by the Bank with National Stock Exchange of India Ltd and

BSE Ltd.
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iii. Securities and Exchange Board of India (Listing Obligations and Disclosure Requirements)
Regulations,2015

During the period under review the Bank has complied with the provisions of the Act, Rules, Regulations, Guidelines,
Standards, etc. mentioned above.

I further report that

The Board of Directors of the Bank consists of Executive Director, Woman Director and Independent Directors in
conformity with Section 149 of the Companies Act, 2013, Regulation 17 of the SEBI (LODR) Regulations, 2015 and
also Section 10A of the Banking Regulation Act, 1949. The changes in the composition of the Board of Directors
taken place during the period under review were carried out in compliance with the aforesaid provisions.

Adequate notice is given to all directors to schedule the Board Meetings, agenda and detailed notes on agenda were
sent at least seven days in advance, and a system exists for seeking and obtaining further information and
clarifications on the agenda items before the meeting and for meaningful participation at the meeting.

Decisions at the meetings of the Board of Directors of the Bank were carried out unanimously.

The Bank vide its Letter of Offer dated October 28, 2016 read with the addendum cum corrigendum dated November
19, 2016 and in pursuance of basis of allotment approved by BSE Limited on December 7, 2016, as per the basis set-
out in the allotment statement, has issued 9,41,36,866 (Nine Crore Forty-One Lakh Thirty-Six Thousand Eight
Hundred Sixty-Six) Equity shares of face value of ¥10/- each for cash at a price of ¥70/- per equity share (including
premium of ¥60/- per share) to the equity shareholders on a right basis in the ratio of 1 (ONE) equity share for every 2
(TWO) equity shares held, to all such members applied for rights, whose names appeared on the Register of
Members as holders of the equity shares of the Bank as on record date i.e. October 25, 2016. The Bank has complied
with all the provisions of Companies Act, 2013, rules thereunder, guidelines issued by the Securities Exchange Board
of India (SEBI) and other applicable laws, rules, regulations and guidelines in respect of said Right Issue of equity
shares of the Bank.

| further report that there are adequate systems and processes in the Bank commensurate with the size and
operations of the Bank to monitor and ensure compliance with applicable laws, rules, regulations and guidelines.

| further report that during the audit period there were no specific events/actions having a major bearing on the
Bank's affairs in pursuance of the above referred laws, rules, regulations, guidelines and standards.

For Ullas Kumar Melinamogaru & Associates
Practising Company Secretaries

Date : May 08, 2017 Sd/- )
Place : Mangaluru CS Ullas Kumar Melinamogaru
Proprietor

FCS 6202, CP No. 6640
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ANNEXURE VI

Annual report on Corporate Social Responsibility (CSR) activities

A brief outline of the company's CSR policy, including overview of projects or programs proposed to
be undertaken and areference to the web-link to the CSR policy and projects or programs.

Business organizations are an integral part of the society. Every decision taken while doing the business
involves financial implications and social and environmental consequences. We strongly believe that
usefulness of existence of an entity is best judged not from the financial numbers it reports over a period of time
but its relevance to the society as judged by the Stakeholders. We believe in the principle of sharing the
earnings. CSR is the process aimed at embracing the responsibility for the actions of the Bank and encourage
a positive impact through our activities on the environment, consumers, employees, communities,
stakeholders and all other members of the public.

The area of focus for our CSR activities include the education, sanitation and making available
drinking water, healthcare and social welfare and arts/ sports and culture.

Overview of Activities

Pursuant to the CSR Policy of the Bank and in accordance with Schedule VIl of the Companies Act, 2013, your
Bank has undertaken certain activities during the year under report with a view to bring positive impact on the
society. The key initiatives undertaken were in the field of education, accessibility to safe and clean drinking
water, health care, arts/promoting sports, rejuvenation of places of historical prominence, mid day meal to
school children etc.

Web link to the CSR Policy

The CSR policy of the Bank is posted in the website of the Bank and the same can be accessed at the following
web link:- www.karnatakabank.com/ktk/CSR_policy_2014.pdf

Composition of CSR Committee

Your Board has constituted a CSR Committee consisting of following Directors as members.
1. Mr. P Jayarama Bhat (upto 11.04.2017)

2.Mr. MahabaleshwaraM S (w.e.f.28.04.2017)

3. Mrs. Usha Ganesh

4.Mr. Keshav K Desai

5. Mr. D Surendra Kumar

Average net profit of the Bank for the last three financial yeas: T498.04 crore
Prescribed CSR expenditure (two per cent of the amount as above):39.96 crore
Details of CSR spent during the financial year.

a. Totalamountto be spentforthe financial year: ¥9.96 crore
The Bank has spent%6.56 crore during the financial year 2016-17
(including amount to be released in respect of already sanctioned projects).

b. Amount unspent, if any: ¥3.40 crore
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c. Manner in which the amount spent during the financial year is detailed below:

(% in lakh)
. Amount :T::‘:; Cumulative Amount
) Project or Programs outlay thp fect expenditure spent :
SI. CSR Project Sector in which the (1) Local area or other | (p,qget) € PrOJECt | yptothe | Director
No. or activity Project is covered (2) State and district | project or S:b;jt!eadts reporting through
identified where th(zi p:tm:cts program- e)ip)enlc:;flre period | implementing
were undertaken i
pise (2) overheads agency
1 Education Promoting education including | Karnataka,
special education,infrastructure | Maharashtra, Delhi, 260.42 183.33 42145 Direct
development of schools,road safety | Tamil Nadu, ' ' '
awareness programme, promotion | Rajasthan, Kerala,
of Financial Literacy among people | West Bengal
who are outside institutional
banking facilities, consumer service
and consumer protection activities .
2 | Environmental Protection of flora and fauna, Karnataka, Delhi 84.81 109.37 167.58 Direct
Sustainability / animal welfare, conservation of
Green Initiatives natural resources, ensuring
environmental sustainability,
ecological balance
3 | Protection of Protection of art and culture Kerala, Karnataka 53.20 36.35 96.66 Direct
Heritage / Culture including restoration of buildings
and sites of historical importance,
promotion and development of
traditional arts and handicrafts
4 | Swach Bharat Sanitation, encouraging Tamilu Nadu, 26.85 54.25 116.84 Direct
cleanliness under Swachh Bharat, | Karnataka
Construction of toilets.
5 Health Care Making available safe drinking water, Karnataka, Tamil 157 47 154.65 293.50 Direct
promoting health care including Nadu. Andhra
preventive health care, contribution !
to Mid-Day Meal Programmes, Pradhesh, Kerala,
Provisions for aids and appliances to | Maharashtra, Punjab
the differently-abled persons etc.
6 | Empowering Empowering women, setting up | Karnataka, 5559 5132 68.76 Direct
Women / Socially of homes and hostels for women | \janarashtra, Tamil
and Economically and orphans, measures for Nadu
Disadvantaged reducing inequalities faced by
socially and economically
backward groups
7 | Rural Development | Rural Development Kerala, Kamnataka 14.95 25.51 29.85 Direct
8 | Promotion of Sports z’;g’r‘::“"“ of nationally recognized | ¢, rataka 275 274 9.24 Direct
TOTAL 656.04 617.52 1203.88 Direct

The Bank has been involving itself in various socio-economic activities intending to improve the life of the socially and
economically weaker sections besides promoting Arts/Sports etc. CSR, being given statutory backing by the
Companies Act, 2013, the Bank continues to align its resources to the projects/programmes as indicated in Schedule
VIl of the Companies Act, 2013. The Bank having spent 36.56 crore (including amount to be released in respect of
already committed projects), proposes to increase its CSR spend in the coming years by taking up CSR activities on
larger scale.

The CSR Committee of the Board hereby confirm that the implementation and monitoring of CSR Policy is in
compliance with the CSR objectives and Policy of the Bank.

For and on behalf of the CSR Committee

Sd/-
Mahabaleshwara M.S.
Managing Director & CEO
and Chairman of the CSR Committee
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ANNEXURE VII

The ratio of the remuneration of each director to the median employee's remuneration and other details in terms of
sub-section 12 of Section 197 of the Companies Act, 2013 read with Rule 5(1) of the Companies (Appointment and

Remuneration of Managerial Personnel) Rules, 2014:

the ratio of the remuneration of each director to the
median remuneration of the employees of the
company for the financial year

(i)

MD& CEO: 17.94x

(i) the percentage increase in remuneration of each
director, Chief Financial Officer, Chief Executive
Officer, Company Secretary or Manager, if any, in

the financial year

MD & CEO: The remuneration paid to MD& CEO during the FY
2016-17 was increased by 8.16 per cent compared to the
previous year. The variable pay in relation to the last financial
year was paid during the financial year 2016-17 which
constitute 11.82 per cent of his fixed pay. As the Bank follows
the salary and other service conditions agreed to at the
industrial level settlement, except increase in the Dearness
Allowance portion of the salary of CFO and CS during the
year, there was no increase in the remuneration of the CFO
andCS.

(iii)

the percentage increase in the median
remuneration of employees in the financial year

Increase in the median remuneration of employees in the
financial year was 12.95 per cent. Bank has been part of
industry level bipartite wage settlement entered into by the IBA
with the workmen association and Officers organization.

(iv) the number of permanent employees on the rolls
of company

7982

(viii) average percentile increase already made in the
salaries of employees other than the managerial
personnel in the last financial year and its
comparison with the percentile increase in the
managerial remuneration and justification
thereof and point out if there are any exceptional
circumstances for increase in the managerial
remuneration;

There was an average increase of 9.56% in salaries of
all employees other than managerial personnel in the
last financial year as per Bi-partite wage settlement
entered into by the IBA with the workmen association
and Officers organization and normal annual
increments and increase in Dearness Allowance which
is linked to the consumer price index and paid across
the banks as per the industry level wage pact.

(xii) affirmation that the remuneration is as per the
remuneration policy of the company.
Explanation.- For the purposes of this rule.-(i)
the expression "median" means the numerical
value separating the higher half of a population
from the lower half and the median of a finite
list of numbers may be found by arranging all
the observations from lowest value to highest
value and picking the middle one; ii) if there is
an even number of observations, the median
shall be the average of the two middle values.

Yes. It is confirmed.

*clauses (v), (vi), (vii) and (ix) to (xi) omitted by MCA notification no. 646(E) dated 30" June, 2016.
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ANNEXURE VIII

BUSINESS RESPONSIBILITY REPORT
(Pursuant to Regulation 34(2)(f) of SEBI (LODR) Regulations, 2015

Bank has adopted various policies that imbibe the best practices with regard to environmental, social and
governance principles. In this context, Bank is presenting its maiden Business Responsibility Report (BRR) for the
Financial Year 2016-17 prepared in accordance with the requirements under Regulation 34(2)(f) of Securities and
Exchange Board of India (Listing Obligations and Disclosure Requirements) Regulations, 2015 and as per the format
devised by the Securities and Exchange Board of India vide Circular CIR/CFD/CMD/10/2015 dated November 04,
2015. Thisreportis also made available in our website: www.karnatakabank.com.

SECTION A: GENERAL INFORMATION ABOUT THE COMPANY

1. Corporate Identity Number (CIN) of the Company | L85110KA1924PLC001128

2. Name of the Company THE KARNATAKA BANK LIMITED

3. Registered Address Regd. & Head Office,
Post Box No. 599, Mahaveera Circle, Kankanady,

Mangaluru - 575002 Karnataka, India.

4. Website www.karnatakabank.com
5. E-mail Id info@ktkbank.com
6. Financial Year reported 2016-17
7. Sector(s) that the Company is engaged in National Industrial Classification 2008
(industrial activity code-wise) Section K: Financial and Insurance Activities
Code: 64191

8. List three key products/services that the Company | - Loans
manufactures/provides (as in balance sheet) - Deposits
- Investments and Treasury

9. Total number of locations where business activity | 21 States and 2 Union Territories
is undertaken by the Company

a. Number of International Locations Nil
(Provide details of major 5)

. . Located in 504 enters with 765 Branches pan India as
b. Number of National Locations on March 31, 2017

10. Markets served by the Company — Local / State / | National
National/International

SECTION B: FINANCIAL DETAILS OF THE COMPANY

1. Paid up Capital (% In crore) 3282.61
2. Total Turnover (% In crore) % 93736.76
3. Total profit after taxes (Z In crore) 3452.26

4. Total Spending on Corporate Social Responsibility | 1.45 (percentage as on March 31, 2017)
(CSR) as percentage of profit after tax (%)

5. List of activities in which expenditure in 4 above Kindly refer to the Annexure VI of the Directors'
has been incurred:- (a).(b).(c). Report of the Bank for more details on expenditure
towards Corporate Social Responsibilities during the
FY 2016-17.
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SECTION C : OTHER DETAILS

1. Does the Company have any Subsidiary Company/ Companies? No

2. Do the Subsidiary Company/Companies participate in the BR Initiatives of
the parent company? If yes, then indicate the number of such subsidiary
company(s)

Not applicable

3. Do any other entity/entities (e.g. suppliers, distributors etc.) that the Company Nil
does business with, participate in the BR initiatives of the Company? If yes,
then indicate the percentage of such entity/entities? [Less than 30%, 30-60%,
More than 60%]

SECTION D: BR INFORMATION

1. Details of Director/Directors responsible for BR

a. Details of the Director/Director responsible for implementation of
the BR policy/policies

i. DIN Number DIN 00041500
i. Name Mr. P Jayarama Bhat
iii. Designation Managing Director & CEO
b. Details of the BR head
No. Particulars
1 DIN Number (if applicable DIN 00041500
2 | Name Mr. P Jayarama Bhat
3 | Designation Managing Director & CEO
4 | Telephone Number 0824-2228222
5 | e-mailid comsec@ktkbank.com

2. Principle-wise (as per NVGs) BR Policy/policies

a. Details of Compliance (Reply Y/N)

No. Questions P1 | P2 | P3 | PA | P5 | P6 | P7T | P8 | P9
1. | Do you have a policy/ policies for... Y Y Y Y Y Y N Y Y
2. | Has the policy.being formulated in v v v v v Y _ v Y
consultation with the relevant
stakeholders?

3. D0(_es the_policy qonform to any V2 Y2 y? y? y? y? _ y? v
national /international standards?
If yes, specify? (50 words)

4. | Has the policy being approved by 3 3 3 3 3 3 _ 3 3
the Board? Is yes, has it been signed Y v v Y Y Y Y Y
by MD/ owner/ CEO/ appropriate
Board Director?
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No. Questions Pl1 | P2 | P3| P4 | P5 | P6 | P7T | P8 | P9

5. | Does the company have a specified Y Y Y Y Y Y - Y Y
committee of the Board/ Director/
Official to oversee the implementation
of the policy?

Code of Bank's Commitment to Customers

Customer Rights Policy & Policy on Product Suitability

Citizens Charter

Fair Practice Code

Lending Policy for MSME

Financial Inclusion Plan

Deposit Policy

Code of Conduct for Board of Directors and Senior

Management

i. KYC Standards and AML Measures Policy

j. Policy for dealing with Related Party Transactions

k. Code of conduct to Regulate, Monitor and Report trading by
Insiders

I.  Protected Disclosure Scheme [Whistle-Blower policy]

m. Grievance Redressal Policy

n. Fair Practice Code

o. Corporate Social Responsibility Policy

6. | Indicate the link for the policy to be
viewed online?

Se@~oao0oToD

7. | Has the policy been formally Yes. The policies have been communicated to all relevant
communicated to all relevant internal | internal and external stakeholders as the case may be.
and external stakeholders?

8. | Does the company have in-house % % % % % % _ % %
structure to implement the policy/
policies.

9. | Does the Company have a grievance Y \ \ Y Y Y - Y Y

redressal mechanism related to the
policy/ policies to address stakeholders'
grievances related to the policy/ policies?

10. | Has the company carried out independent
audit/evaluation of the working of this All policies are reviewed internally on an annual basis.

policy by an internal or external agency?

b. If answer to the question at serial number 1 against any principle, is 'No', please explain why:
(Tick up to 2 options

No. Questions P1 | P2 | P3 | P4 | P5 | P6 | PT | P8 | P9

1. | The company has not understood the | — - - - - - - - -
Principles

2. | The company is not at a stage where it finds | — - - - - - - - -
itself in a position to formulate and implement
the policies on specified principles

3. | The company does not have financial or
manpower resources available for the task

4. | ltis planned to be done within next 6 months | — - - - - - - - -

5. | ltis planned to be done within the next 1 year| — - - - - - - - -

6. | Any other reason (please specify) - - - - - - - - -

*Note: Bank works closely with trade association for the collective good of the society, though there is no specific policy for this principle.
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1. Mapping of Policies of the Bank with the Principles.

Principle Policies

P1 . Code of Conduct for Board of Directors and Senior Management

. Compliance Policy

KYC Standards and AML Measures Policy

. Policy for dealing with Related Party Transactions

Code of conduct to Regulate, Monitor and Report trading by Insiders
Protected Disclosure Scheme [Whistle-Blower policy]

. Fraud Risk Management Policy

. Staff Accountability Policy

Grievance Redressal Policy

Fair Practice Code

P2 . Code of Bank's Commitment to Customers
. Code of Bank's Commitment to Micro & Small Enterprises
. Loan Policy

. Financial Inclusion plan 2016-19

. HRM Policy
HR Security Policy
Policy on prevention of Sexual Harassment of Women at Workplace

P3

QT lopoO|mTTQ@H0O0TD

P4 . Lending Policy for MSME
. Code of Bank's Commitment to Micro & Small Enterprises
. Financial Inclusion plan 2016-19

. Corporate Social Responsibility Policy

Q0 To

a. Customer Rights Policy & Policy on Product Suitability
PS5 b. Citizens Charter
c. Fair Practice Code

P6 Corporate Social Responsibility Policy

P7 The Bank works closely with the industry associations, however, there is no specific policy outlined for this principle.

P8 Financial Inclusion plan 2016-19
Corporate Social Responsibility Policy

. Code of Bank's Commitment to Customers

Code of Bank's Commitment to Micro & Small Enterprises
Loan Policy

. Outsourcing Policy

. Deposit Policy

Information Security Policy

. Customer Rights Policy & Policy on Product Suitability

. Citizens Charter

Fair Practice Code

P9

T JTQ M0 Qa0 T

Y? Bank's policies are developed keeping in mind the requirements of extant RBI Guidelines, SEBI Regulations,
Companies Act, and also Bank's internal requirements and best practices
Y? Policies are approved by the Board/Committee of the Board or Senior Management as the case may be.

3. Governance related to BR

a. Indicate the frequency with which the Board of
Directors, Committee of the Board or CEO to

assess the BR performance of the Company. Annually.
Within 3 months, 3-6 months, Annually, More than
1year.
b Does the Company publish a BR or a The reporting of BR is applicable to the Bank

Sustainability Report? What is the hyperlink for April 1, 2016. Bank will publish the BR report
viewing this report? How frequently it is published annually henceforth. The BR for the FY 2016-17
is made available in the Bank's website
www.karnatakabank.com (Investors section)
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SECTIONE : PRINCIPLE-WISE PERFORMANCE
PRINCIPLE 1:- Ethics, Transparency and Accountability:

1.

Does the policy relating to ethics, bribery and corruption cover only the company? Yes/ No. Does it extend to the
Group/ Joint Ventures/Suppliers/Contractors/ NGOs /Others?

Bank has devised various polices Code of Conduct and Fair Practices Code which is applicable to all its employees. Bank has
also devised a Code of Conduct for Board of Directors and Senior Management, Fair Practice Code and Code of Conduct to
Regulate, Monitor and Report Trading by Insiders and Staff Accountability Policy to ensure highest standards of ethics and
corporate governance.

How many stakeholder complaints have been received in the past financial year and what percentage was
satisfactorily resolved by the management? If so, provide details thereof, in about 50 words or so.

Bank received 3 complaints and all have been redressed

PRINCIPLE 2:- Sustainable products & services:

1.

List up to 3 of your products or services whose design has incorporated social or environmental concerns, risks
and/or opportunities.

(a) Financeto MSE's and other Priority sectors
(b) Corporate Finance for renewable energy sources
(c) Rural banking, finance to agriculture and allied activities

For each such product, provide the following details in respect of resource use (energy, water, raw material etc.) per
unit of product(optional):

a. Reduction during sourcing/production/ distribution achieved since the previous year throughout the value
chain?

b. Reduction during usage by consumers (energy, water) has been achieved since the previous year?
Not applicable since Bank is engaged in providing banking & financial services.

Does the company have procedures in place for sustainable sourcing (including transportation)? (a) If yes, what
percentage of your inputs was sourced sustainably? Also, provide details thereof, in about 50 words or so.

The primary resource consumption of Bank is printable paper. Bank constantly works towards reduction in paper consumption
by adopting new technology in the office premises. Bank is also progressively moving towards digital banking with introduction
of online account opening and greater focus on mobile and internet banking. Bank has also introduced the KBL SMARTz UPI
App with Scan and Pay option during the year.

Further, Bank has adopted “Green Initiative” by sending web link via email for downloading the annual report to its
shareholders who have registered their email id for receiving corporate communication by electronic means, thereby reducing
substantial dependence on the printing and stationery.

Has the company taken any steps to procure goods and services from local & small producers, including
communities surrounding their place of work?

(a) Ifyes,whatsteps have been taken toimprove their capacity and capability of local and small vendors?

The functioning of Bank is service oriented and does not involve in procuring of goods for processing. However, operational
resource requirements for the various Branches of the Bank are sourced locally from the local and small vendors to the extent
possible thereby improving their capacity and capability.

Does the company have a mechanism to recycle products and waste? If yes what is the percentage of recycling of
products and waste (separately as <5%, 5-10%, >10%). Also, provide details thereof, in about 50 words or so.

Bank being in the service industry, recycling of products does not arise. Bank has taken adequate steps to ensure proper
disposal of waste, especially paper waste and electronic waste. Paper waste and electronic waste generated are provided to
third party local vendors who are in the business of recycling of waste materials.

PRINCIPLE 3:-Workforce Well-being:

Please indicate the Total number of employees 7981

Please indicate the Total number of employees
hired on temporary/ contractual/ casual basis

. Please indicate the Number of permanent women employees | 2398

. Please indicate the Number of permanent employees with

disabilities 19

. Do you have an employee association that is recognized by Yes. The Bank has two employee

management associations recognized
by the management.

. What percentage of your permanent employees is members

About 95

of this recognized employee association?
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7. Please indicate the Number of complaints relating to child labour, forced labour, involuntary labour, sexual
harassmentin the last financial year and pending, as on the end of the financial year.
No. of complaints filed No. of complaints pending
N t
© Category during the financial year | as on end of the financial year
1 | Child labour/forced labour / involuntary labour Nil Nil
2 | Sexual harassment Nil Nil
3 | Discriminatory employment Nil Nil
8. What percentage of your under mentioned employees were given safety & skill up-gradation training
in the last year?
Safety Training Skill upgradation Training
a. Permanent Employees 1 26
b. Permanent Women Employees 1 15

c. Casual/Temporary/Contractual Employees - -
d. Employees with Disabilities - -

PRINCIPLE 4:- Stakeholder engagement

1.

Has the company mapped its internal and external stakeholders? Yes/No

Yes. Bank has mapped its internal and external stakeholders. All members of the entire value chain including investors, customers,
employees, vendors, outsourcing agencies, technical consultants, valuers, legal advisors, etc. are considered as stakeholders.
Out of the above, has the company identified the disadvantaged, vulnerable & marginalized stakeholders?

Bank had identified the unbanked population living in the rural and semi-urban areas, who do not have access to the basic and
advanced banking products.

Are there any special initiatives taken by the company to engage with the disadvantaged, vulnerable and marginalized
stakeholders. If so, provide details thereof, in about 50 words or so.

As part of its social obligation, Bank has been opening branches in Gram Panchayats locations and Financial Inclusion Branches
to cater to the needs of the unbanked and economically underdeveloped areas. Bank also encourages schemes introduced by the
Government of India.

PRINCIPLE 5:- Promotion of Human Rights

1.

Does the policy of the company on human rights cover only the company or extend to the Group/Joint Ventures/
Suppliers/Contractors/NGOs/Others?

Bank respects every human being connected to the Bank in the various forms such as customer, employees, contractors etc. and
Bank's policies are aligned to include clauses to respect each other's obligations and rights and also adherence to local laws
relating to such stakeholders. Bank also aims to educate everyone who deals with the Bank about their rights with regard to the
various banking products.

How many stakeholder complaints have been received in the past financial year and what percent was satisfactorily
resolved by the management?

The Bank did not receive any complaint in the area of human rights violations from internal or external stakeholders.

PRINCIPLE 6:-Restoration of environment

1.

Does the policy related to Principle 6 cover only the company or extends to the Group/Joint Ventures / Suppliers /
Contractors / NGOs/others.

As an on-going process, Bank has been taking initiatives to support the activities that aim to protect the environment. Bank has
devised Corporate Social Responsibility Policy wherein the projects related to protection of environment including encouragement
to utilization of natural resources are considered under its budget. The Policy covers society in general.

Does the company have strategies/ initiatives to address global environmental issues such as climate change, global
warming, etc.? Y/N. If yes, please give hyperlink for web page etc.

Bank advocates the need for addressing global environmental issues like global warming, scarcity of water, encouragement to
renewable energy sources etc. not only through its lending decisions, but also as part of its CSR Strategy. Besides, Bank aims to
achieve minimum paper consumption and reduce its carbon footprint through efficient energy management at its Branches/offices.
Details with respect to CSR decisions in this aspect have been provided under Annexure VI of the Directors’ Report 2017. Copy of
the annual report is made available on our Bank’s website www.karnatakabank.com

Does the company identify and assess potential environmental risks? Y/N

Potential environmentrisks are assessed as part of Bank's lending decisions.

Does the company have any project related to Clean Development Mechanism? If so, provide details thereof, in about 50
words or so. Also, if Yes, whether any environmental compliance report is filed?

No.
Has the company undertaken any other initiatives on — clean technology, energy efficiency, renewable energy, etc. Y/N. If
yes, please give hyperlink for web page etc.

Bank has undertaken various initiatives for promoting clean technology and energy efficient practices. Bank has installed solar
powered lights at the Head Office campus on a pilot basis and proposes to expand the same to its other location in due course. In
addition, energy efficient LED bulbs have been installed in Head Office premises on pilot basis to reduce the consumption of power
inaggregate.
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Are the Emissions/Waste generated by the company within the permissible limits given by CPCB/SPCB for the financial
year being reported?

Not applicable

Number of show cause/ legal notices received from CPCB/SPCB which are pending (i.e. not resolved to satisfaction) as
on end of Financial Year.

Nil

PRINCIPLE 7:-Policy advocacy

1.

Is your company a member of any trade and chamber or association? If Yes, Name only those major ones that your
business deals with:

Bank has been associated with Federation of Indian Export Organisation (FIEO).

Have you advocated/lobbied through above associations for the advancement orimprovement of public good? Yes/No;
if yes specify the broad areas (drop box: Governance and Administration, Economic Reforms,
Inclusive Development Policies, Energy security, Water, Food Security, Sustainable Business Principles, Others)

Bank, through its association with the trade houses, has been encouraging the exports and also lending to MSME sector thereby
playing a pivotal role in backing the economic growth.

PRINCIPLE 8:-Inclusive growth & equitable development

1.

Does the company have specified programmes / initiatives / projects in pursuit of the policy related to Principle 8? If yes
details thereof.

Bank has been involving in various social welfare activities to improve the lives of socially and economically weaker sections of the

society as part of its CSR initiatives. Guided by the projects/programmes as indicated in Schedule VIl of the Companies Act, 2013,
Bank has undertaken various projects/programmes in areas of Education, Environmental Sustainability, Healthcare, Rural
Development, Swachh Bharat etc.

Are the programmes / projects undertaken through in-house team/own foundation/external NGO/government
structures/any other organization?

Your Bank undertakes various CSR activities directly and also in association with other organizations.

Have you done any impact assessment of your initiative?

Bank has an ongoing interaction with the beneficiaries of the CSR activities to ensure the end use and assess the impact of such
initiatives.

What is your company's direct contribution to community development projects- Amount in INR and the details of the
projects undertaken?

Amasebail, a rural village is an underdeveloped region in Udupi District of Karnataka State. Bank has adopted this village and is
contributing towards the social welfare of the people of the area on an on-going basis. As part of adopting and popularizing
sustainable sources of energy, Bank has contributed towards installing requisite infrastructure to harness solar energy to meet the
various energy requirements of the village. “Student Light Scholarship” project promoted by the Bank, benefitted poor students
from un-electrified households in their academics from the solar lights provided by the Bank besides helping in meeting the basic
energy requirements of their households. The Bank has contributed a sum of ¥10.50 lakh in FY 2016-17 under its CSR initiatives
towards the aforesaid initiatives.

Have you taken steps to ensure that this community development initiative is successfully adopted by the
community? Please explain in 50 words, or so.

Developmental activities undertaken in Amasebail village of Udupi District, Karnataka State are being carried out through our
Amasebail Branch. The Bank ensures that the people of the region participate in the decision making and in the implementation of
various welfare programmes since they are the primary stakeholders. Adequate mechanism in the form of technical support has
been put in place to ensure the maintenance of the solar lights installed at various districts. The sustainability of the solar lights
provided by the Bank to poor households in various districts of the state of Karnataka is envisaged in such a way that the
beneficiaries are mandated to bring in their share of margin towards the cost of implementation of the project to have a sense of
ownership in the activity.

PRINCIPLE 9:-Value to customers

1.

2.

What percentage of customer complaints/ consumer cases are pending as on the end of financial year.

complaints pending | complaints received |complaints redressed [complaints pending
at the beginning of the| during FY 2016-17 |during the FY 2016-17|  at the end of
FY 2016-17 FY 2016-17

250 28692 28538 404

Does the company display product information on the product label, over and above what is mandated as per local laws?
Yes/No/N.A./Remarks (additional information)

Bank has put in place Code of Bank's Commitment to Customers and Customer Rights Policy & Policy on Product Suitability
besides Fair Trade Practice. All relevant material information which could affect the customers' decisions are disclosed in the
relevant Bank forms and loan agreements. Your Bank also publishes periodic information about the products & services along with
details of the interest rates on its website.

Is there any case filed by any stakeholder against the company regarding unfair trade practices, irresponsible
advertising and/or anti-competitive behaviour during the last five years and pending as on end of financial year. If so,
provide details thereof, in about 50 words or so.

Nil

Did your company carry out any consumer survey/ consumer satisfaction trends?

Bank has adopted both formal and informal methods of obtaining customer feedback regarding the Bank's services. Bank's staff
are specifically trained to ensure prompt customer service and also obtain feedback for ongoing improvement. Bank also has a
dedicated grievance redressal portal to ensure time-bound disposal of customer complaints. In addition, Customer Service
Committee of Board of Directors of the Bank meets periodically to assess the customer satisfaction levels and improve on the gaps
ifany on an ongoing basis.
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BALANCE SHEET AS ON 31* MARCH 2017

 in '000s)
Schedule 31032017 31032016
g i
CAPITAL AND LIABILITIES
Capital 1 282,61,57 188,46,58
Reserves and Surplus 2 4859,96,58 3502,11,84
Deposits 3 56733,10,82 50488,20,95
Borrowings 4 832,62,21 1051,47,95
Other Liabilities and Provisions 5 1418,23,49 1270,06,17
Total 64126,54,67 56500,33,49
ASSETS
Cash and balances with Reserve Bank of India 6 2929,26,87 2645,62,37
Balances with Banks and Money at
Call and Short Notice 7 344,76,41 399,30,01
Investments 8 20219,73,17 16256,65,31
Advances 9 37003,64,62 33902,44,84
Fixed Assets 10 720,56,99 306,63,85
Other Assets 11 2908,56,61 2989,67,11
Total 64126,54,67 56500,33,49
Contingent Liabilities 12 5336,03,09 5877,69,65
Bills for Collection 1925,76,85 1507,99,29
Significant Accounting Policies 17
Notes on Account 18
Sd/- Sd/- Sd/- Sd/-

Mahabaleshwara M. S.
Managing Director & CEO

Y. V. Balachandra
General Manager & CFO

Prasanna Patil
Company Secretary

Ravindranath Hande H P
Deputy General Manager

Sd/- Sd/- Sd/- Sd/- Sd/-
P. Jayarama Bhat Ashok Haranahalli Rammohan Rao Belle Ullal Ravindra Bhat D. Surendra Kumar
Chairman Usha Ganesh B. A. Prabhakar Keshav Krishnarao Desai Director

Directors Directors Directors

Refer our report of even date

For Kamath & Rau
Chartered Accountants
Firm Regn. No. 001689S

For Abarna & Ananthan
Chartered Accountants

Firm Regn. No. 000003S
Place : Mangaluru irm Regn. No

Date : 13" May 2017

Sd/- Sd/-
Srinivas S. Kamath Abarna Bhaskar
Partner Partner
M. No. 201716 M. No. 025145
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PROFIT AND LOSS ACCOUNT FOR THE YEAR ENDED 31" MARCH 2017

(% in '000s)
Schedul For the year ended For the year ended
chedule 31.03.2017 31.03.2016
No.
54 54
I. INCOME
Interest Earned 13 5185,40,07 4992,21,03
Other Income 14 809,33,84 542,85,97
Total 5994,73,91 5535,07,00
II. EXPENDITURE
Interest Expended 15 3694,77,73 3689,33,77
Operating Expenses 16 1304,16,13 991,20,10
Provisions and Contingencies 543,53,93 439,23,99
Total 5542,47,79 5119,77,86
Ill. PROFIT
Net profit for the year 452,26,12 415,29,14
Profit brought forward 3,18 40,10
Total 452,29,30 415,69,24
IV. APPROPRIATIONS
Transfer to Statutory Reserve 125,00,00 230,00,00
Transfer to Capital Reserve 112,79,75 8,85,37
Transfer to Revenue Reserve 45,00,00 41,00,00
Transfer to Special Reserve u/s 36 (1) (viii) of Income Tax Act 23,29,80 25,83,62
Transfer to Investment Reserve Account 8,75,48 (3,83,99)
Transfer to Other Funds 30,00 40,00
Transfer to Proposed dividend - 94,22,80
Transfer to Tax on proposed dividend - 19,18,26
Balance carried over to Balance Sheet 137,14,27 3,18
Total 452,29,30 415,69,24
Earning per share
Basic 54 19.38 19.68
Diluted 4 19.38 19.68
Significant Accounting Policies 17
Notes on Account 18
Sd/- Sd/- Sd/- Sd/-
Ravindranath Hande H P Prasanna Patil Y. V. Balachandra Mahabaleshwara M. S.
Deputy General Manager Company Secretary General Manager & CFO Managing Director & CEO
Sd/- Sd/- Sd/- Sd/- Sd/-
P. Jayarama Bhat Ashok Haranahalli Rammohan Rao Belle Ullal Ravindra Bhat D. Surendra Kumar
Chairman Usha Ganesh B. A. Prabhakar Keshav Krishnarao Desai Director
Directors Directors Directors
Refer our report of even date
For Kamath & Rau For Abarna & Ananthan
Chartered Accountants Chartered Accountants
Firm Regn. No. 001689S Firm Regn. No. 000003S
Place : Mangaluru
Date : 13" May 2017
Sd/- Sd/-
Srinivas S. Kamath Abarna Bhaskar
Partner Partner
M. No. 201716 M. No. 025145
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CASH FLOW STATEMENT FOR THE YEAR ENDED 31 MARCH 2017

(% in '000s)
Year Ended Year Ended
March 31, 2017 March 31, 2016
3 3 3 3
A CASH FLOW FROM OPERATING ACTIVITIES
Net Profit after Tax and Extra Ordinary ltems 452,26,11 415,29,14
Add:
Adjustments for :
Provision for Tax 30,71,78 112,71,29
Loss on sale of Fixed Assets (28,67) 89,33
Depreciation on Fixed Assets including Lease
Adjustment charges 49,75,10 42,23,71
Provisions and Contingencies 512,82,15 326,52,70
Amortisation of premium on Held to Maturity
Investments 32,62,61 625,62,97 33,33,83 515,70,86
Operating Profit Before Working Capital Changes 1077,89,08 931,00,00
Adjustment for :
i) (Increase)/ Decrease in Advances & Other Assets| (3143,12,75) (1855,28,28)
ii) (Increase) / Decrease in Investments (3966,20,84) (2258,63,53)
iii) Increase / (Decrease) in Deposits, Borrowings &
Other Liabilities 6093,13,08((1016,20,51) | 4004,07,81 | (109,84,00)
Cash Generated from Operations 61,68,57 821,16,00
Less: Direct taxes paid 245,79,92 185,22,57
Net Cash Flow from Operating Activities (A) (184,11,35) 635,93,43
B CASH FLOW FROM INVESTING ACTIVITIES
Purchase of Fixed Assets (41,18,19) (58,55,37)
Sale of Fixed Assets 1,32,00 63,80
Net Cash used in Investing Activities (B) (39,86,19) (57,91,57)
TOTAL (A+B) (223,97,54) 578,01,86
C CASH FLOW FROM FINANCING ACTIVITIES
Proceeds from issue of share capital
(net of expenses) 655,00,90 4,27
Proceeds from long term borrowings (89,51,50) (34,41,08)
Dividend paid (Including Tax on Dividend) (112,40,96) (112,88,15)
Net Cash Generated from Financing Activities (C) 453,08,44 (147,24,96)
Net Increase in Cash & Cash Equivalents (A+B+C) 229,10,90 430,76,90
Cash & Cash Equivalents as at the
beginning of the year 3044,92,38 2614,15,48
Cash & Cash Equivalents as at the
end of the year 3274,03,28 3044,92,38

Note: 1.
re-grouped wherever necessary.

The Cash Flow Statement has been prepared under the Indirect Method and figures of the previous year have been

2. Cash and Cash Equivalents comprise of Cash on Hand, Balances with Reserve Bank of India, Balances with Banks and Money at Call and

Short Notice.

Sd/-
Ravindranath Hande H P
Deputy General Manager

Sd/-
Prasanna Patil
Company Secretary

Sd/-

Y. V. Balachandra
General Manager & CFO

Sd/-

Mahabaleshwara M. S.
Managing Director & CEO

Sd/- Sd/- Sd/- Sd/- Sd/-
P. Jayarama Bhat Ashok Haranahalli Rammohan Rao Belle Ullal Ravindra Bhat D. Surendra Kumar
Chairman Usha Ganesh B. A. Prabhakar Keshav Krishnarao Desai Director
Directors Directors Directors

Place : Mangaluru

Refer our report of even date

For Kamath & Rau
Chartered Accountants
Firm Regn. No. 001689S

For Abarna & Ananthan
Chartered Accountants
Firm Regn. No. 000003S

L qah Sd/- Sd/-
Date : 13" May 2017 Srinivas S. Kamath Abarna Bhaskar
Partner Partner
M. No. 201716 M. No. 025145
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SCHEDULES ANNEXED TO THE BALANCE SHEET

(% in '000s)
As on As on
31.03.2017 31.03.2016
3 3

SCHEDULE - 1 CAPITAL
Authorised Capital

50,00,00,000 Equity shares of ¥10/- each 500,00,00 500,00,00
(Previous year 50,00,00,000 Equity shares of ¥10/- each)

Issued Capital

28,27,27,150 equity shares of 310 each 282,72,72 188,47,86
(Previous year 18,84,78,649 Equity shares of 10/- each)

Subscribed Capital

28,26,22,497 Equity shares of ¥10/- each 282,62,25 188,47,26
(Previous year 18,84,72,571 Equity shares of ¥10/- each)

Paid-up Capital

28,26,05,947 Equity shares of 310/- each 282,60,59 188,45,60
(Previous year 18,84,56,021 Equity shares of 10/- each)

Add : Forfeited Shares 98 98
Total 282,61,57 188,46,58

SCHEDULE - 2 RESERVES AND SURPLUS

. Statutory Reserve

Opening balance 1983,00,00 1753,00,00
Additions during the year 125,00,00 230,00,00
2108,00,00 1983,00,00
Deductions during the year 0 0
Total 2108,00,00 1983,00,00

Il. Capital Reserve
Opening balance 78,94,73 70,09,36
Additions during the year 112,79,74 8,85,37
191,74,47 78,94,73
Deductions during the year 0 0
Total 191,74,47 78,94,73

Ill. Share Premium
Opening balance 722,98,43 722,86,22
Additions during the year 564,97,83 12,21
1287,96,26 722,98,43
Deductions during the year 4,00,93 0
Total 1283,95,33 722,98,43

IV. Revenue and other Reserves
a) Revenue Reserve

Opening balance 544,23,73 503,23,73
Additions during the year 47,80,77 41,00,00
592,04,50 544,23,73

Deductions during the year 78,50,64 0
Total 513,53,86 544,23,73
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(% in '000s)
As on As on
31.03.2017 31.03.2016
4 3
b) Special Reserve u/s 36(1)(viii) of Income Tax Act
Opening balance 154,59,30 128,75,68
Additions during the year 23,29,80 25,83,62
177,89,10 154,59,30
Deletion during the year 0 0
Total 177,89,10 154,59,30
c) Employee Stock Option Outstanding
Opening balance 2,91,77 3,00,61
Additions during the year 0 0
291,77 3,00,61
Deductions during the year 2,91,77 8,84
Total 0 2,91,77
d) Investment Reserve Account
Opening balance 15,40,70 19,24,69
Additions during the year 8,75,48 0
24,16,18 19,24,69
Deductions during the year 0 3,83,99
Total 24,16,18 15,40,70
e) Revaluation Reserve Account
Opening balance 0 0
Additions during the year 423,53,37 0
423,53,37 0
Deductions during the year 0 0
Total 423,53,37 0
V. Balance in Profit and Loss Account 137,14,27 3,18
GRAND TOTAL (I TO V) 4859,96,58 3502,11,84
SCHEDULE -3 DEPOSITS
A.l.Demand Deposits
1. From Banks 7,17,42 3,77,52
2. From others 3616,13,99 3239,72,38
3623,31,41 3243,49,90
Il. Savings Bank Deposits 12849,80,65 10017,21,20
lll. Term Deposits
1. From Banks 22,78,42 16,89,62
2. From others 40237,20,34 37210,60,23
40259,98,76 37227,49,85
Total : (I, Il and Ill) 56733,10,82 50488,20,95
B. 1. Deposits of branches in India 56733,10,82 50488,20,95
2. Deposits of branches outside India 0 0
Total (1+2) 56733,10,82 50488,20,95
SCHEDULE -4 BORROWINGS
. Borrowings in India
1. Reserve Bank of India 0 30,00,00
2. Other Banks 4,01 0
3. Other Institutions and Agencies 232,58,20 322,09,70
4. Subordinated Debts for Tier Il Capital 600,00,00 600,00,00
Total 832,62,21 952,09,70
Il. Borrowings outside India 0 99,38,25
Total : (I and 1I) 832,62,21 1051,47,95
Secured borrowings included in | & Il above 0 30,00,00
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(% in '000s)
As on As on
31.03.2017 31.03.2016
3 3
SCHEDULE -5 OTHER LIABILITIES AND PROVISIONS
I. Bills Payable 334,74,18 287,96,76
Il. Inter Office adjustments (Net) 5,29,74 33,32,58
Ill. Interest accrued 109,05,72 87,04,15
IV. Deferred Tax Liability (Net) 0 9,04,26
V. Others (including Provisions)* 969,13,85 852,68,42
Total 1418,23,49 1270,06,17
*includes provision for Standard advances 3219,10,96
(Previous year 3219,90,17)
SCHEDULE -6 CASH AND BALANCES WITH RBI
I. Cash in hand 380,92,12 516,41,42
(including foreign currency notes)
Il. Balances with Reserve Bank of India
1. In Current Account 2198,34,75 2059,20,95
2. In Other Accounts 350,00,00 70,00,00
Total 2548,34,75 2129,20,95
Total : (I and II) 2929,26,87 2645,62,37
SCHEDULE -7 BALANCES WITH BANKS AND MONEY AT
CALL AND SHORT NOTICE
I. ININDIA
i. Balances with Banks
a) In Current Accounts 46,48,41 62,96,25
b) In other deposit accounts 0 25,00,00
46,48,41 87,96,25
ii. Money at Call and Short Notice
a) With Banks 0 0
b) With other institutions 175,00,00 199,91,79
175,00,00 199,91,79
Total (i) & (ii) 221,48,41 287,88,04
II. OUTSIDE INDIA
i. In Current Accounts 26,00,50 12,03,72
ii. In Other Deposit Accounts 97,27,50 99,38,25
iii. Money at Call and Short Notice 0 0
Total 123,28,00 111,41,97
Grand Total (I and II) 344,76,41 399,30,01
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(% in '000s)
As on As on
31.03.2017 31.03.2016
3 3
SCHEDULE - 8 INVESTMENTS
I. Investments in India (Gross) 20242,68,50 16309,10,28
Less: Provision / Depreciation 22,95,33 52,44,97
Net Investments In India 20219,73,17 16256,65,31
Break-up :
1. Government Securities 13881,38,26 11565,12,36
2. Other Approved Securities 0 0
3. Shares 94,49,94 96,02,68
4. Debentures and Bonds 1782,22,54 2038,71,04
5. Subsidiaries and/or Joint Ventures 0 0
6. Others 4461,62,43 2556,79,23
Total 20219,73,17 16256,65,31
Il. Investments outside India 0 0
Total (I+I) 20219,73,17 16256,65,31
SCHEDULE -9 ADVANCES
A) 1. Bills Purchased and discounted 828,55,37 813,83,14
2. Cash Credits, Overdrafts and
Loans repayable on demand 14852,32,13 12806,61,22
3. Term Loans 21322,77,12 20282,00,48
Total 37003,64,62 33902,44,84
B) 1. Secured by Tangible Assets (including book debts) 33803,66,55 30698,44,12
2. Secured by Bank/Government Guarantees 1878,33,22 2112,00,01
3. Unsecured 1321,64,85 1092,00,71
Total 37003,64,62 33902,44,84
C) I. Advances in India
1. Priority Sectors 15666,03,61 14482,33,47
2. Public Sectors 928,49,06 815,14,18
3. Banks 0 0
4. Others 20409,11,95 18604,97,19
Total 37003,64,62 33902,44,84
C) Il. Advances outside India
1. Due from Banks 0 0
2. Due from others 0 0
a) Bills Purchased and Discounted 0 0
b) Syndicated Loans 0 0
c) Others 0 0
Total 0 0
GRAND TOTAL (C. land C. ll) 37003,64,62 33902,44,84

Note: The above advances are net of provisions.
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(% in '000s)
As on As on
31.03.2017 31.03.2016
3 3
SCHEDULE - 10 FIXED ASSETS
I. Premises
At cost as on 31" March of the preceding year 142,06,71 137,07,39
Additions during the year 427,01,19 4,99,67
569,07,90 142,07,06
Deductions during the year 4,45 33
569,03,45 142,06,73
Depreciation to-date 23,48,28 17,75,79
Total 545,55,17 124,30,94
Il. Other Fixed Assets
(including Furniture and Fixtures)
At cost as on 31" March of the preceding year 406,70,70 358,10,71
Additions during the year 37,80,08 53,55,70
444 50,78 411,66,41
Deductions during the year 6,82,35 49572
437,68,43 406,70,69
Depreciation to date 262,66,61 224,37,78
Total 175,01,82 182,32,91
Total (I+11) 720,56,99 306,63,85
SCHEDULE - 11 OTHER ASSETS
. Interest accrued 262,87,61 264,53,94
Il. Tax paid in advance/tax deducted at source (net of
provisions)* 791,47,39 889,62,65
Ill. Stationery and Stamps 4.51,55 3,53,85
IV. Non-Banking Assets acquired in satisfaction of claims 24,73,36 2,19,29
V. Others** 1824,96,70 1829,77,38
Total 2908,56,61 2989,67,11
*includes MAT entitlement Credit of ¥ 89,97,78 (Previous year ¥ 205,21,51)
**includes deffered tax assets(net) of 191,29,53
SCHEDULE - 12 CONTINGENT LIABILITIES
I. Claims against the Bank not acknowledged as debts 33,01,81 32,78,33
Il Liability for Partly paid investments 0 0
Il. Liability on account of outstanding Forward Exchange
Contracts including derivatives 2222,54,03 3024,80,38
IV. Guarantees given on behalf of constituents
a) In India 2487,54,11 2246,49,39
b) Outside India 0 0
V. Acceptances, Endorsements and other Obligations 513,93,99 510,33,60
VI. Other items for which the bank is contingently liable 78,99,15 63,27,95
Total 5336,03,09 5877,69,65
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SCHEDULES TO PROFIT & LOSS ACCOUNT FOR THE YEAR ENDED 31°" MARCH 2017 (% in '000s)
For the year ended For the year ended
31.03.2017 31.03.2016
N N

SCHEDULE - 13 INTEREST EARNED

I. Interest/discount on advances/bills 3793,55,99 3700,48,00
Il. Income on Investments 1298,22,87 1189,90,44
Ill. Interest on balances with R.B.I / other Inter-Bank funds 2,18,75 2,59,63
IV. Others 91,42,46 99,22,96

Total 5185,40,07 4992,21,03
SCHEDULE - 14 OTHER INCOME
. Commission, Exchange and Brokerage 271,08,58 237,94,59
II. Profit on sale of Investments (net) 304,44,09 62,43,62
Ill. Profit on Revaluation of Investments (net) 0 0
IV. Profit/(Loss) on sale of Land, Buildings and Other Assets (net) (28,67) (89,33)
V. Profit on Exchange Transactions(net) 18,90,91 29,80,58
VI. Income earned by way of dividends etc., from Subsidiaries/

Companies and /or Joint Ventures abroad/ in India 0 0
VII. Miscellaneous income 215,18,93 213,56,51

Total 809,33,84 542,85,97

SCHEDULE - 15 INTEREST EXPENDED

1. Interest on deposits 3601,37,08 3588,01,57
2. Interest on Reserve Bank of India/Inter-Bank Borrowings 19,92,68 20,04,63
3. Others 73,47,97 81,27,57

Total 3694,77,73 3689,33,77

SCHEDULE -16 OPERATING EXPENSES

I.  Payments to and provisions for employees 601,03,36 443,02,45
Il. Rent, Taxes and Lighting 120,06,11 106,97,98
Ill. Printing and Stationery 12,00,48 12,61,08
IV. Advertisement and Publicity 6,35,70 8,04,48
V. Depreciation on Bank's property 49,75,10 42,23,38
VI. Directors' fees, allowances and expenses 1,58,41 1,13,09
VII. Auditors' fees and expenses (including branch audit fees ) 2,93,84 2,75,34
VIll.Law charges 3,40,73 2,41,76
IX. Postage, telegrams, telephones etc. 18,39,50 16,98,81
X. Repairs and maintenance 28,81,28 24,3578
Xl. Insurance 58,68,71 52,35,63
XIl. Other expenditure 401,12,91 278,30,32

Total 1304,16,13 991,20,10
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SCHEDULE-17

BASIS OF PREPARATION AND SIGNIFICANT ACCOUNTING POLICIES ADOPTED IN PREPARING
FINANCIAL STATEMENTS

GENERAL

The Karnataka Bank Limited incorporated at Mangaluru in India is a publicly held Banking Company governed by the
Banking Regulation Act, 1949 and is engaged in providing a wide range of banking & financial services involving
retail ,corporate banking and para-banking activities in addition to treasury and foreign exchange business.

BASIS OF PREPARATION:

The accompanying financial statements have been prepared following the going concern concept, on historical cost
basis and conform to the Generally Accepted Accounting Principles, (GAAP) in India which encompasses applicable
statutory provisions, regulatory norms prescribed by the Reserve Bank of India (RBI) from time to time, notified
Accounting Standards (AS) issued under the Companies (Accounting Standards) Rules, 2006 to the extent
applicable and current practices prevailing inthe bankingindustry in India.

The preparation of the financial statements require management to make estimates and assumptions that affect the
reported amounts of assets and liabilities including contingent liabilities as of the date of the financial statements and
the reported income and expenses during the reported period. The Management believes that the estimates and
assumptions used in the preparation of the financial statements are prudent and reasonable. Actual results could
differ from these estimates. The differences, if any between estimates and actual will be dealt appropriately in future
periods.

SIGNIFICANT ACCOUNTING POLICIES
1. REVENUE RECOGNITION:

Income is accounted for on accrual basis except in respect of income from Non Performing Assets, commission,
exchange, Funded Interest Term Loan (FITL) and rent on safe deposit lockers, which are all accounted on cash basis.
Recoveries made in Non-performing advances are appropriated as under:

a) Incase of Term Loan/DPN the recoveries are appropriated towards the principal, interest and charges in order of
demand.

b) In case of Overdraft accounts the recoveries are first appropriated towards excess allowed in overdraft account if
any, followed by expired sanctioned TOD and then towards interest.

c) Incaseof One Time Settlement (OTS) accounts the recoveries are first adjusted to principal balance.
2. INVESTMENTS:

Investments are classified under the heads “Held to Maturity”, “Available for Sale” and “Held for Trading”
categories and are valued in accordance with the RBI guidelines. The value, net of depreciation is shown in the
Balance Sheet.

The excess of acquisition cost over the face value of securities under “Held to Maturity” category is amortised over
the remaining period to maturity.

Transfers of scrip, if any, from one category to another, are done at the lowest of the acquisition cost/ book value/
market value on the date of transfer and the depreciation, if any, on such transfers is fully provided for.

Provisions for non-performing investments are made as per RBI guidelines.
3. DERIVATIVE CONTRACTS

Derivative contracts are designated as hedging or trading and accounted in accordance with Reserve Bank of
India's guidelines.

Derivatives deals for trading are marked to market and net depreciation is recognised while net appreciation is
ignored.

Derivatives used for hedging are marked to market in cases where the underlying assets/ liabilities are marked to
market and Income /expenditure is accounted on accrual basis.

4. ADVANCES:

a) Advances are classified into (a) Standard; (b) Sub-Standard; (c) Doubtful; and (d) Loss assets, in accordance with
the RBI Guidelines and are stated net of provisions made towards Non- performing advances and unrealised
interest. Provisions are made in accordance with the prudential norms prescribed by Reserve Bank of India.
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b) Incase offinancial assets sold to Securitisation/Reconstruction Company, if the sale is for the price higher than the
net book value, excess provision held is not reversed but held till redemption of the security receipt, wherever
applicable. If the sale is at a price below the net book value (NBV), the shortfall is debited to the Profit and Loss
account, except wherein Reserve Bank of India has specifically permitted amortisation of the loss on sale of
advances over the subsequent periods.

5. FIXEDASSETS:

Premises and other fixed assets are shown at Cost / Revalued amount as reduced by depreciation written off to
date. The land and buildings are capitalized based on conveyance/letters of allotment/physical possession of the
property.
Software is capitalised along with computer hardware and included under Other Fixed Assets.

6. DEPRECIATION:

Depreciation on fixed assets is provided following Straight Line Method (SLM) as per the useful life specified under
Schedule Il of the Companies Act, 2013, except in respect of computers (including software) where depreciation is
provided at a flat rate of 33.33% as per RBI guidelines.

Where during any financial year, addition has been made to any Asset or where any Asset has been sold,
discarded, demolished or destroyed, the Depreciation on such Asset is calculated on Pro rata basis from the date
of such addition or as the case may be, up to the date on which such asset has been sold, discarded, demolished
ordestroyed.

Premium paid on lease hold properties is charged off over the lease period.
Depreciation of leased assets is calculated so as to spread the depreciable amount over the primary lease period.

Carrying amount of assets is reviewed at each balance sheet date for indication of impairment, if any, and is
recognised wherever the carrying amount of an asset exceeds its recoverable value.

7. FOREIGN CURRENCY TRANSACTIONS:

Monetary Assets and Liabilities, Forward Exchange Contracts, Guarantees, Letters of Credit, Acceptances,
Endorsements and other obligations are evaluated at the closing spot rates/forward rates for the residual maturity
ofthe contract, as published by FEDAI and in accordance with the Accounting Standard 11.

Income and expenditure items are translated at the exchange rates ruling on the respective dates of the
transaction.

The gain or loss on evaluation of outstanding monetary assets/liabilities and Foreign Exchange Contracts are
taken to Profitand Loss Account.

8. EMPLOYEE BENEFITS:

Contribution made by the Bank to the Provident Fund and Contributory Pension Scheme are charged to the Profit
and Loss Account.

Contribution to the recognised Gratuity Fund, Pension Fund and encashable Leave are determined and
recognised in the accounts based on actuarial valuation as at the Balance Sheet date and net actuarial
gains/losses are recognised as per the Accounting Standard 15.

Short term employee benefits are accounted for on actual basis.
9. EMPLOYEE STOCK OPTION:

The Bank uses Intrinsic Value method to account for compensation cost of stock options granted to employees of
the Bank. Intrinsic Value is the amount by which the quoted market price of the underlying shares exceeds the
exercise price of the options.

10. SEGMENT REPORTING:

The Bank recognises the Business Segment as the Primary Reporting Segment and Geographical Segment as
the Secondary Reporting Segment, in accordance with the RBI guidelines and in compliance with the Accounting
Standard 17.

Business Segment is classified into (a) Treasury, (b) Corporate and Wholesale Banking, (c) Retail Banking and (d)
Other Banking Operations.

Geographical Segment consists only of the Domestic Segment since the Bank does not have any foreign
branches.
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SHARE ISSUE EXPENSES:
Share issue expenses are adjusted in share premium account.

EARNINGS PER SHARE:

Earnings per share are calculated by dividing the net profit or loss for the year attributable to the equity share
holders by the weighted average number of equity shares outstanding during the year.

Diluted Earnings per equity share are computed by using the weighted average number of equity shares and
dilutive potential equity shares outstanding as at the year end.

TAXATION:

Tax expenses comprise current and deferred taxes. Currentincome tax is measured at the amount expected to be
paid to the tax authorities in accordance with the Income Tax Act, 1961 and are made after due consideration of the
judicial pronouncement and legal opinions.

Deferred income taxes reflect the impact of current year timing differences, between taxable income and
accounting income for the year and reversal of timing differences of earlier years. Deferred tax is measured based
on the tax rates and the tax laws enacted or substantively enacted at the Balance Sheet date. Deferred tax assets
are not recognised unless there is a virtual certainty that sufficient future taxable income will be available against
which such deferred tax assets will be realised.

PROVISIONS AND CONTINGENT LIABILITIES:

A provision is recognised when there is an obligation as a result of past event, it is probable that an outflow of
resources will be required to settle the obligation and in respect of which a reliable estimate can be made.
Provisions are not discounted to their present value and are determined based on the best estimate required to
settle the obligation as at the balance sheet date. These are reviewed at each balance sheet date and adjusted to
reflect the current best estimates.

In case where the available information indicates that the loss on the contingency is reasonably possible but the
amount of loss cannot be reasonably estimated, a disclosure is made in the financial statements under Contingent
Liabilities.

NET PROFIT

The net profit disclosed in the Profit & Loss Account is after making provisions for (i) Taxes, (ii) Non Performing
Assets, (iii) Standard Advances, (iv) Restructured Advances, (v) Depreciation on Investments and (vi) other
necessary and applicable provisions.

SCHEDULE - 18

NOTES ON ACCOUNTS FORMING PART OF THE BALANCE SHEET AS ON 31* MARCH 2017, THE PROFIT
AND LOSSACCOUNTAND THE CASH FLOW STATEMENT FOR THE YEAR ENDED 31 MARCH 2017.
1. Disclosures as per RBI requirement:
1.1 Capital:
S| Current Year Previous Year
Nc;. Particulars 2016-17 2015-16
Basel llI Basel IlI
a Common Equity Tier 1 capital ratio (%) 12.21 10.56
b Tier 1 capital ratio (%) 12.21 10.56
c Tier 2 capital ratio (%) 1.09 1.47
d Total Capital ratio (CRAR) (%) 13.30 12.03
e Amount of equity capital raised (% in crore) 94.14 Nil
f Amount of additional Tier 1 capital raised, of which Nil Nil
- PNCPS Nil Nil
- PDI Nil Nil
g Amount of Tier 2 capital raised, of which Nil Nil
- Debt capital instruments Nil Nil
- Preference share capital instruments Nil Nil
- Perpetual cumulative preference shares (PCPS) Nil Nil
- Redeemable non cumulative preference shares (RNCPS) Nil Nil
- Redeemable cumulative preference shares (RCPS) Nil Nil

Capital raised: Pursuant to the Right issue in the ratio of 1:2, the Bank has allotted 94136866 equity shares of ¥10/- each

duri

ng the current financial year at a premium of % 60/- per share aggregating to ¥ 658.96 crore.
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1.2 Investments (% in crore)
. Current Year Previous Year
Sl.No. Particulars 2016-17 2015-16
1 Value of Investments
A | Gross Value of Investments
a In India 20242.68 16309.10
b Outside India Nil Nil
B Provisions / Depreciation
a In India 22.95 52.45
b Outside India Nil Nil
C | Net Value of Investments
a In India 20219.73 16256.65
b Outside India Nil Nil
2 Movement of provisions held towards
depreciation on investments
a Opening balance 52.45 29.68
b Add: Provisions made during the year 3.95 35.63
¢ Less:Write-off /write back of excess provisions
during the year 33.45 12.86
d Closing balance 22.95 52.45
1.2.1 Repo Transactions (in face value terms) ® in crore)
Sl _ Outstanding during the year Outstanding
No. Particulars . Daily As on
Lol Max | Average | 31.03.2017
1 | Securities sold under Repo
a | Government securities 25.00 | 1904.00 30.47 0.00
b | Corporate Debt securities Nil Nil Nil Nil
2 | Securities purchased under Reverse Repo
a | Government securities 10.00 | 4030.00 441.10 350.00
b | Corporate Debt securities Nil Nil Nil Nil
1.2.2 Non-SLR Investment Portfolio
1.2.2.i. Issuer composition of Non-SLR investments: (Z in crore)
s Extent of | Extent of 'below | Extent of | Extent of
N : Issuer Amount Private investment ‘un-rated' | 'un-listed’
o placements | grade' securities | securities | securities
(1 (2 3) 4) (5 (6) (7
1 | PSUs 1148.98 473.64 Nil Nil Nil
2 | Financial Institutions 985.90 19.98 Nil Nil Nil
3 | Banks 284217 21.98 Nil Nil Nil
4 | Private Corporates 862.25 512.83 9.60 Nil 2.00
5 | Subsidiaries / joint ventures Nil Nil Nil Nil Nil
6 | Others 517.56 69.33 Nil Nil Nil
7 | Less - Provision/ depreciation 18.51
TOTAL 6338.35

Amounts reported under columns (4) to (7) above are not mutually exclusive
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1.2.2.ii. Non-performing Non-SLR Investments (% in crore)
Particulars Current Year 2016-17 | Previous Year 2015-16
Opening Balance 160.69 12.86
Additions during the year since 1* April 0.00 *160.68
Reductions during the above period 160.69 12.85
Closing Balance 0.00 160.69
Total Provision Held - NPI 0.00 #33.45

*Includes Non-performing UDAY Bonds aggregating to ¥ 149.69 crore.
#Includes Provision on Non-performing UDAY Bonds aggregating to % 22.45 crore.
1.2.2.iii. Sale and transfers to/from HTM Category

During the year, the Bank has sold Government Securities from Held to Maturity (HTM) category in excess of 5% of the
book value of the investments held in HTM category at the beginning of the year. As on April 1, 2016 the book value of
securities in HTM category stood at ¥10670.38 crore. The 5 % of the same works out to ¥533.52 crore. During the year,
Bank sold securities of ¥ 3778.74 crore from the HTM Category. As on 31* March 2017, the book value of SLR
investments held in HTM Category was ¥11520.31 crore, which shows marked to market appreciation of ¥ 165.76 crore.

During the year, Bank has not resorted to any transfer of securities to / from HTM category.

1.3 Derivatives

1.3.1 Forward Rate Agreement/ Interest Rate Swap: Nil
1.3.2 Exchange Traded Interest Rate Derivatives: Nil
1.3.3 Disclosure onrisk exposure in Derivatives

(i) Qualitative Disclosure:

Operations in the Treasury are segregated into three functional areas, namely Front office, Mid-office and Back-office,
equipped with necessary infrastructure and trained officers whose responsibilities are well defined. The Mid Office is
handled by Risk Management Department. Daily report is generated by Risk Management department for appraisal of
the risk profile to the senior management for Asset and Liability management.

The Integrated Treasury policy of the Bank clearly lays down the types of financial derivative instruments, scope of
usages, approval process as also the limits like the open position limits, deal size limits and stop loss limits for trading in
approved instruments.

The Bank's policy lays down that the transactions with the corporate clients are to be undertaken only after the inherent
credit exposures are quantified and approved in terms of the approval process laid down in the Derivative Policy for
customer appropriateness and suitability and necessary documents like ISDA agreements etc. are duly executed. The
Bank adopts Current Exposure Method for monitoring the credit exposures. Besides, the Bank may also use financial
derivative transactions for hedging its on or off Balance Sheet exposures.

The Integrated Treasury Policy of the Bank spells out the approval process for hedging the exposures. The hedge
transactions are monitored on a regular basis and the notional profits or losses are calculated on MTM basis. The
hedged/non hedged transactions are recorded separately. The hedged transactions are accounted for on accrual basis.
In case of Option contracts, guidelines issued by FEDAI from time to time for recognition of income, premium and
discount are being followed. While sanctioning the limits, the competent authority may stipulate condition of obtaining
collaterals/margin as deemed appropriate. The derivative limits are reviewed periodically along with other credit limits.
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(ii) Quantitative Disclosures: (% in crore)
Sl.No. Particulars Currency Derivatives | Interest Rate Derivatives
1 Derivatives (Notional Principal Amount)
a | Hedging Nil Nil
b | Trading Nil Nil
2. | Marked to Market Positions
Assets(+) Nil Nil
Liabilities(-) Nil Nil
3. | Credit Exposure Nil Nil

4. | Likely impact of 1% change in interest
Rates (100*PVO01)

a | On hedging derivatives Nil Nil
b | On trading derivatives Nil Nil
5. | Maximum and Minimum of 100*PV01
observed during the year

a | On hedging Nil Nil
b | On trading Nil Nil
Note: Bank has not entered into any derivative instruments other than Forex Forward Contracts maturing within 13 months, for

trading/hedging purposes either in foreign exchange or domestic treasury operations. Bank does not have any open position in the
derivative instruments in trading book as on March 31, 2017.

1.4 Asset Quality
1.4.1 Non-Performing Assets

 in crore)
SI.No. Particulars Cu55e1rét_1Y7ear Preél(i)ﬁgigear

1 Gross NPA to Gross Advances (%) 4.21 3.44
2 Net NPA to Net Advances (%) 2.64 2.35
3 Movement of NPAs (Gross)

a) Opening Balance 1180.40 944.21

b) Additions during the year* 1348.37 1125.07

¢) Reductions during the year” 947.18 888.88

d) Closing balance 1581.59 1180.40
4 Movement of Net NPAs

a) Opening Balance 795.47 623.55

b) Additions during the year 744.99 631.07

¢) Reductions during the year 565.73 459.15

d) Closing balance 974.73 795.47
5. Movement of provisions for NPAs

a) Opening Balance 370.84 315.35

b) Provision made during the year 551.44 267.18

c) Write off/write back of excess provision 340.68 211.69

d) Closing balance 581.60 370.84

*Includes inter quarter additions/deletions to the extent of ¥276.86 crore (Previous year ¥199.32 crore)
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1.4.2 Details of Loan assets subject to Restructuring: ® in crore)
Sl Type of Restructuring | Under CDR Mechanism Under SME Debt Restructuring Others Total
Ho Asset Classifications -> STD | SS [ DS | LS | Total [ STD | SS | DS | LS | Total| STD | SS | DS | LS | Total| STD| SS | DS | LS | Total
No. of 3 0 0 2] s 5 0 1 0 6| 465 13| 186 of ees| 473 13| 187 2 675
borrowers
1. | Restructured Accounts as [ ™[ 117.88 | 000 | 000| 17.02[13490 | 21.01| 000| 700| 000| 28.01|1407.80 15.29| 22189| 0.00| 164498 1546.69] 15.29| 228.89| 17.02 | 1807.89
on April 1 of the FY
P outstanding|
(Opening figures)
Provision | 21.30[ 000| 000| 17.02| 3832| 233| o000| 325 o.00| 558(14871| 300| 8653 000| 238.24[ 17234 300| 80.78|17.02 | 2824
thereon
No. of 0 0 0 0 0 1 0 0 0 1 4 0 1 0 5 5 0 1 0 6
borrowers
2. | Fresh Restructuring Amount 000 000 o000 oo00| o000 89| o0o| o008 o000 897 6407 | o000 383 002| 6792 7296 [ o000[ 391| o002] 76.89
during the year
Provision | 000 000| 000 000| o000| 124 o000| 022 o000 146 1170 o000 4192| o005| 5367] 1294| o000 4214 005| 5543
thereon*
No. of 0 0 0 0 0 0 0 0 0 0 1 1 2 0 0 1 1 2 0 0
3. | Upgradations to b
restructured standard Amount 000 000 o000 000| 000 000| 000| o000] o000 o000 039 013 | -052| 000| 000 039 013 | -052 000 0.00

category during the FY outstanding|
Provision 0.00( 0.0 0.00| 0.0 0.00( 0.00 0.00 0.00| 0.0 0.00| 010 0.3 -0.23|  0.00 0.00( 0.10| 013 | -023| 0.0 0.00
thereon
4. | Restructured standard |No.of 0 0 -1 - -15 -15 -16) -16
advances which cease to |borrowers
attract higher provisioning 'y -0\ ™™ g 000 | 014 014|163 a8y 77 a7
and/or additional risk outstandin
weight at the end of the 9
FY and hence need not be | proyision | 0.00 000 | -0.02 -0.02  -0.16) -0.16| -0.18 -0.18
shown as restructured |ihereon
standard advances at the
beginning of the next FY

No. of 0 0 0 0 0 -1 0 1 0 0 -163] 0 158 5 0 -164 0 159 5 0
5. | Down ion of Amount 0.00| 0.0 0.00 0.00 0.00 | -855| 0.0 8.55 0.00 0.00( -298.47| 51.18| 246.85| 0.44 0.00(-307.02 | 51.18| 25540/ 0.44 0.00!
restructured accounts
: outstanding|
during the FY —
Provision 0.00| 000 000 000 000| -1.60( 000| 160| 000 0.00| -40.10 042 3957| 0.11 0.00( -4170 042| 4117 [ 01 0.00
thereon
No. of 0 0 0 2 2 0 0 -1 0 -1 -24 -7 192 -1 224 -24 -7 193 3 =227,

6. | Write - offs of restructured |Amount -59.72| 0.00| 0.00 | -17.02| -76.74| -1.49| 0.00| -817| 000| -9.66|-212.95/-66.17 |.152.17| -0.17| -431.46| -274.16| -66.17-160.34| -17.19| -517.86
accounts during the FY

Provision -3.27| 000 000f -17.02| -2029| -0.12| 000| -3.04| 000| -316| -27.24| -3.46 | 20.23 0.03| -10.44 -3063| -346| 17.19| -16.99| -33.89
thereon*
No. of 3 0 0 0 3 4 0 1 0 5 268 7 151 4 430, 2151 7 152 4 438
£ A s [Amount 58.16( 0.00 0.00| 000 5816 1972| 000 | 746 | 000 | 2718 | 959.21 0.43| 319.88| 0.29| 1279.81| 1037.09| 0.43 | 327.34| 0.29 | 1365.15
on March 31 of FY "
(Closing figure)
Provision 18.03| 0.00 0.00[ 0.00 18.03| 1.83 0.00 | 203 | 0.00 3.86 93.01  0.09| 188.02 0.19| 281.31| 112.87| 0.09 190.05) 0.19 303.20
thereon
*Provision including incremental provision
Note:

1. The figures under Sr. No.2 include additional/ fresh funding to existing restructured accounts.
2. Write-offs of restructured accounts during the year include reduction of ¥398.20 crore from existing restructured accounts by way of closure/recovery.
3. Provision includes total provision held on Restructured accounts.

1.4.3 Details of Financial Assets sold to Securitisation/Reconstruction Company for Asset Reconstruction:

(% in crore)
7 Current Year Previous Year
SI.No. Particulars 2016-17 2015-16

1 No. of Accounts 21 52
2 Aggregate Value (net of Provisions) of accounts sold to SC/RC 203.20 202.77
3 Aggregate consideration 109.08 127.69
4 Additional consideration realised in respect of accounts

transferred in earlier years Nil Nil
5 Aggregate Gain / (Loss) over net book value (94.12) (75.08)

In terms of RBI Circular DBR.No.BP.BC.94/21.04.048/2014-15 dated 21% May 2015, and DBR No. BP.BC.102/21.04.048/2015-16 dated June 13, 2016, in respect of
assets sold to SC/ RCs , the shortfall arrived at by deducting the sale consideration and the provision held as on the date of the sale from the outstanding amount, is to be
amortised over eight / four quarters, respectively. Accordingly for the sales that were concluded in the current financial year 2016-17, the Bank has charged to the Profit
and Loss account an amount of %36.79 crore during the year ended March 31, 2017 on proportionate basis (previous year
%16.36 Crore ) and the balance carried overis ¥57.32 crore (Previous Year ¥58.72 crore).

The total unamortised amount of ¥78.51 crore as on 31* March 2017, which incudes unamortised portion of sales concluded in previous year 2015-16 of
%21.19 croreiis debited to Revenue Reserves, as permitted by RBI vide No.DBR.No.BP.BC.102/21.04.048/2015-16 dated June 13, 2016. (Refer Note 3.3)

Details of Security Receipts from Securitisation/ Reconstruction Companies: ® in crore)
Backed by NPAs Backed by NPA§ solq by
sold by the Bank other banks/ financial Total
Particulars as underlying institutions/ non-banking
financial companies as underlying
Previous | Current Previous Current Previous | Current
Year Year Year Year Year Year
2015-16 2016-17 2015-16 2016-17 2015-16 | 2016-17
Book value of investments in security
receipts 290.60 | 400.48 1.71 1.40 292.31 | 401.88

97



93 ANNUAL REPORT 2016-17

1.4.4 Details of Non-performing Financial assets purchased from other Banks /Sold to Other Banks: NIL

1.4.5 Provisions on Standard Assets: ® in crore)
Item Current Year Previous Year
2016-17 2015-16
Provisions towards Standard Assets 219.11 219.90
1.5 Business Ratios
Sie. o T
1 Interest Income to working funds 8.51% 9.18%
2 Non-interest income to working funds 1.33% 1.00%
3 Operating profits to working funds 1.63% 1.57%
4 Return on Assets 0.74% 0.76%
5 Business (Deposits Plus Advances) per employee (% in crore) 11.37 10.83
6 Profit per employee (% in crore) 0.06 0.05

1.6 Asset Liability Management:
Maturity Pattern of certain items of assets and liabilities:

(% in crore)
Foreign | Foreign
Particulars Deposits | Advances | Investments |[Borrowings| Currency | Currency
Assets | Liabilities
1 day 339.29| 831.12 404.81 0.04 77.19 57.25
2 to 7 days 459.11 146.35 39.22 0.00 345.68 366.86
8 to 14 days 425.96 344.45 249.52 0.00 28.25 14.27
15 to 30 days 1141.81 431.40 939.61 0.00 269.97 221.52
31 days to 2 months 1475.41| 1243.39 1340.31 0.00 293.54 229.74
2 to 3 months 1767.72| 1516.05 606.92 0.00 272.74 95.42
Over 3 months to 6 months 6478.78| 2421.73 1143.77 138.40 272.85 212.39
Over 6 months to 12 months 6027.61| 3392.21 1236.26 65.31 203.45 300.37
Over 1 year to 3 years 26354.52| 15427.99 2079.59 343.22 0.02 192.93
Over 3 years to 5 years 1629.96| 4493.68 1687.20 35.65 0.00 70.01
Over 5 years 10632.94| 6755.28 10492.52 250.00 0.00 0.00
Total 56733.11| 37003.65 20219.73 832.62 | 1763.69 | 1760.76
1.7 Exposures
1.7.1 Exposure to Real Estate Sector:  in crore)
SI.No. Particulars Curzr(arxgear Pre"z"gls‘i sY LEL?
1 Direct exposure
Residential Mortgages:—
a Lending fully secured by mortgages on residential property 4863.36 4271.91
that is or will be occupied by the borrower or that is rented
Of_ vyhich, individual housing loans eligible for inclusion in 1838.79 1806.91
priority sector advances
b Commercial Real Estates:—

Lending (including Non-Fund Based Limits) secured by
mortgages on commercial real estate (office buildings, retail
space, multi-purpose commercial premises, multi-family 2259.66 2059.94
residential buildings, multi-tenanted commercial premises,
industrial or warehouse space, hotels, land acquisition,
development and construction, etc.)

c Investments in Mortgage Backed Securities (MBS) and
other securitised exposures:—
Residential Nil Nil
Commercial Real Estate Nil Nil
2 Indirect Exposure
Fund based and non fund based exposures on National 50.72 28.89
Housing Bank (NHB) and Housing Finance Companies (HFCs)
Total Exposure to Real Estate Sector 9012.52 6360.74
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1.7.2 Exposure to Capital Market R in crore)
Sl.No. Category Current Year Previous Year
Direct investments in equity shares, convertible bonds, convertible
1 debentures and units of equity oriented mutual funds the corpus of 95.82 96.54
which is not exclusively invested in corporate debts.
Advances against shares/bonds/debentures or other securities or on
clean basis to individuals for investment in shares (including IPOs/ Nil Nil
2 ESOPS), convertible bonds and convertible debentures and units of
equity oriented mutual funds.
Advances for any other purposes where shares or convertible bonds or
3 convertible debentures or units of equity oriented mutual funds are Nil Nil
taken as primary security.
Advances for any other purposes to the extent secured by the collateral
security of shares or convertible bonds or convertible debentures or
4 units of equity oriented mutual funds i.e. where the primary security Nil Nil
other than shares /convertible bonds /convertible debentures /units of
equity oriented mutual funds 'does not fully cover the advances'.
5 Secured and unsecured advances to stockbrokers and guarantees 38.04 34.50
issued on behalf of stockbrokers and market makers. ' )
Loans sanctioned to corporate against the security of shares /bonds/
debentures or other securities or on clean basis for meeting promoters : :
6 o X oo S - Nil Nil
contribution to the equity of new companies in anticipation of raising
resources.
7 Bridge loans to companies against expected equity flows/issues Nil Nil
Underwriting commitments taken up by the banks in respect of primary
8 issue of shares or convertible bonds or convertible debentures or units Nil Nil
of equity oriented mutual funds.
9 Financing to Stockbrokers for margin trading Nil Nil
10 All exposures to Venture capital funds (both registered and Nil Nil
unregistered). : :
Total capital market exposure 133.86 131.04
1.7.3 Risk category-wise Country Exposure: ® in crore)
Risk Category Exposure (net) Provision held Exposure (net) Provision held
as at 31.03.2017 | as at 31.03.2017 as at 31.03.2016 as at 31.03.2016
Insignificant 89.05 Nil 97.63 Nil
Low 136.61 Nil 139.61 Nil
Moderate 6.54 Nil 7.69 Nil
High 0.00 Nil 2.37 Nil
Very High 0.00 Nil 0.00 Nil
Restricted 0.00 Nil 0.62 Nil
Off-Credit 0.00 Nil 0.00 Nil
TOTAL 232.20 Nil 247.92 Nil

The net funded exposure of the Bank in respect of foreign exchange transactions with each country is within 1% of the total assets of
the Bank and hence no country risk provision is required as per extant RBI guidelines. Bank has used 7 categories of classifications
followed by ECGC for the purpose of classification and making provision for country risk exposures.

1.74

1.7.5

1.8.

21

Details of Single Borrower Limit (SBL)/ Group Borrower Limits (GBL) exceeded by the Bank:

During the year ended 31% March 2017, the Bank has not exceeded the Individual / Group borrowers' prudential
exposure limits fixed by RBI

Unsecured Advances:

The Bank has not granted any finance against intangible securities such as charge over the rights, licences,
authorisations, etc.

Penalties imposed by RBI:

No penalty has been imposed by Reserve Bank of India during the year (Previous year - Nil)

Accounting Standards:

In compliance with the guidelines issued by the Reserve Bank of India regarding disclosure requirements of
the various Accounting Standards, following information is disclosed:

Accounting Standard 5 - Net Profit or Loss for the period, Prior period items and changes in accounting
policies

There are no material prior period items.

99



93 ANNUAL REPORT 2016-17

For the preparation of these Financial Results, the Bank has followed the same accounting policies and generally accepted
practices adopted for the preparation of Audited Financial Statements for the year ended March 31, 2016.

2.2 Accounting Standard 9 - Revenue Recognition
Revenue is recognized as per accounting policy No.1 of Schedule 17 to the financial statements. Certain items of income are
recognized on cash basis and such income are not material.
2.3  Accounting Standard 10- Fixed Assets :
During the current year, as permitted by the Board, the Bank has revalued land & building owned by it. Appreciation of
3423.53 crore arising out of such revaluation is accounted with corresponding credit to Revaluation Reserves. The
details are as under:- & in crore)
Original Cost of Land & Building 145.50
Incremental Value on account of revaluation made in 2016- 17 and credited to Revaluation Reserves| 423.53
Depreciation on Revalued Cost - 23.48
Written Down Value of the revalued assets 545.55

24.

24

b)

d)

e)

f)

A

Depreciation on the original cost of the land & building for the current yearis ¥19.39 crore. The current year profit & loss account
has been debited with additional depreciation charge 0of4.09 crore, representing the incremental depreciation on the revalued
cost.

Accounting Standard 15- Employee Benefits:
Various Benefits made available to the Employees are:-

Pension: The Bank has a defined benefit plan under Pension Trust to cover employees who have joined employment up to 31*
March 2010 and who have opted for Pension Scheme under the Pension & Group Schemes unit of LIC of India, provided they
have completed 20 years of service. The benefits under this plan are based on last drawn salary and the tenure of employment.
The liability for the pension is determined and provided on the basis of actuarial valuation and is covered by purchase of annuity
from LIC. The employees who have joined employment after 31*March 2010 are covered under contributory pension scheme.

Gratuity: In accordance with the applicable Indian Laws, the Bank provides for defined gratuity benefit retirement plan (‘the
Gratuity Plan’) covering eligible employees. This plan provides for a lump sum payment to the eligible employees on retirement,
death, incapacitation or termination of employment of amounts that are based on the last drawn salary and tenure of
employment. Liabilities with regard to the gratuity plan are determined by actuarial valuation and contributed to the gratuity fund
trust. Trustees administer the contribution made to the trust and invest in specific designated securities as mandated by law,
which generally comprise of Central and State Government Bonds and debt instruments of Government owned corporations.

Leave Encashment (PL): The Bank permits encashment of leave accumulated by employees. The liability for encashment of
such leave is determined and provided on the basis of actuarial valuation.

Provident Fund: The Bank pays fixed contribution to Provident Fund at predetermined rates to a separate trust, which invests
the funds in permitted securities. The contribution to the Fund is recognised as expense and is charged to the Profit and Loss
account. The obligation of the Bank is limited to such contributions. As on 31% March 2017, there was no liability due and
outstanding to the Fund by the Bank.

Other employee Benefits: Other than the employee benefits listed above, the Bank also gives certain other benefits to the
employees, whichinclude Medical aid, sick leave and casual leave etc.

The summarised position of Post-employment benefits and employee's long term benefits are recognized in the financial
statements as required in accordance with Accounting Standard — 15 and are as under:

Principal actuarial assumption at the Balance Sheet Date (expressed as weighted average)

Sl.No. Particulars (T:Z:i;gg) (glrje:‘t:;tg)
1 Method of Valuation Projected unit credit
2 Discount rate 7.50 7.50
3 Salary escalation rate 5.00 5.00
4 Attrition rate 2.00 2.00
5 Expected rate of return on plan assets 8.65 8.40
6 Mortality IALM(2006-08) ult
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Changes in the present value of obligations (PVO) - Reconciliation of opening and closing Balances (% in crore)
. Pension Gratuity
Sl.No. Particulars (Funded) (Funded)
1 Present Value of defined benefit obligation as at 1* April 2016 711.92 167.23
2 Interest Cost 54.41 12.75
3 Current Service Cost 44.37 12.21
4 Benefits Paid (77.07) (14.02)
5 Actuarial Loss/(Gain) on Obligations 57.22 (5.78)
6 Present Value of defined benefit obligation as at 31* March 2017 790.85 172.39
Changes in Fair value of Plan Assets- Reconciliation of Opening and Closing Balances (% in crore)
. Pension Gratuity
Sl.No. Particulars (Funded) (Funded)
1 Fair Value of Plan Assets at the beginning of the year 711.92 167.23
2 Expected Return on Plan Assets 61.68 13.66
3 Bank’s Contribution related to Current year 94.51 4.81
4 Benefits Paid (77.07) (14.02)
5 Actuarial Gain/(Loss) on Plan Assets (0.19) 0.71
6 Fair Value of Plan Asset at the end of the year 790.85 172.39
Actual Return on Plan Assets ® in crore)
. Pension Gratuity
Sl. No. Particulars (Funded) (Funded)
1 Expected Return on Plan Assets 61.68 13.66
2 Actuarial Gain/(Loss) on Plan Assets (0.19) 0.71
3 Actual Return on Plan Assets 61.49 14.37
Actuarial Gain/Loss Recognised ® in crore)
. Pension Gratuity
Sl. No. Particulars (Funded) (Funded)
1 Actuarial (Gain) / Loss for the period- Obligations 57.22 (5.78)
2 Actuarial (Gain) / Loss for the period- Plan Assets 0.19 (0.71)
3 Total (Gain) / Loss for the period- Plan Assets (2-1) 57.41 (6.49)
4 Actuarial (Gain) / Loss recognized in the year 57.41 (6.49)
5 Unrecognized Actuarial(Gain)/Loss at the end of the year 0.00 0.00
Amounts recognized in Balance Sheet and Related Analysis ®in crore)
. Pension Gratuity
Sl. No. Particulars (Funded) (Funded)
1 Present value of the Obligations 790.85 172.39
Fair Value of Plan Assets 790.85 172.39
3 Differences (Assets-Obligations) 0.00 0.00
Expenses recognised in the Statement of Profit and Loss Account ® in crore)
. Pension Gratuity
Sl. No. Particulars (Funded) (Funded)
1 Current Service Cost 44 .37 12.21
2 Interest Cost 54.41 12.75
3 Expected Return on Plan Assets (61.68) (13.66)
4 Net actuarial (Gain)/Loss recognised in the year 57.41 (6.49)
5 Expenses recognised in the Statement of
Profit and Loss Account 94.51 4.81
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Major Categories of plan assets (As a percentage of total plan assets)

SI.No. Particulars Pc;_?j;?n G_:_z:lt;itty
1 Government of India Securities 0.00 4.45
2 State Government Securities 0.00 0.00
3 High Quality Corporate Bonds 0.00 1.16
4 Equity Shares of Listed Companies 0.00 0.00
5 Property 0.00 0.00
6 Funds managed by insurer 96.40 91.18
7 | Mutual Funds 0.00 0.00
8 Bank Deposits - Current Accounts 0.01 0.00
9 | Others 3.59 3.21
10 | Total 100.00 100.00
Estimated contribution for the next year ® in crore)
Sl.No. Particulars (i?;?'::li:crl‘) ((:lrjz:lt:;tg)
1 Enterprises Best estimate of expenditure to be incurred
during the next year (inclusive of proportionate amortisation) 54.52 11.08
2.4.2. Employee Stock Options (ESOP)

25

The shareholders of the Bank had approved on 15.07.2006, grant of equity shares under Employee Stock
Option Scheme of the Bank framed in compliance with SEBI Regulations.

Under the scheme, the Bank had granted stock options to the eligible employees on various dates in the past,
each option entitling for one share at an exercise price of ¥50 per share, adjusted to 346.20 per share post
rights issue 2011.The options granted to employees vested in a graded manner and exercised by the
employees within the specified period. Options vested but not exercised before the specified exercise period
would lapse.

The Bank followed the intrinsic value method to account for its stock-based employee compensation plans.
Compensation cost is measured by the excess, if any, of the fair market price of the underlying stock over the
exercise price as determined under the option plan. The fair market price is the closing price on the stock
exchange where there is highest trading volume on the working day immediately preceding the date of grant.
Compensation cost has been absorbed.

Closure ofthe Scheme:

Out of 15,00,000 stock options granted to the eligible employees under the scheme 12,09,834 options have
been exercised and the balance 2,90,166 options had lapsed. As approved by the Board, the scheme
was closed and the balance available in the Outstanding Stock Options Account amounting to ¥2.81 crore is
transferred to General Reserve Account as per the applicable guidelines.

Accounting Standard 17 - Segment Reporting:

For the purpose of segment reporting in terms of AS 17 of ICAl and as prescribed in RBI guidelines, the
business of the Bank has been classified into 4 segments i.e.(a) Treasury operations (b) Corporate /
Wholesale Banking (c) Retail Bankingand (d) Other Banking Operations. Since the Bank does not have any
overseas branch, reporting under geographic segment does not arise. Segment assets have been identified
and segment liabilities have been allocated on the basis of segment assets.
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Business Segments:

(% in crore)

BUSINESS CORPORATE/ RETAIL OTHER BANKING

SEGMENTS WY WHOLESALE BANKING BANKING OPERATIONS UL

Particulars Mar'17 | Mar'16 | Mar'17 | Mar 16 Mar 17 | Mar 16 Mar'17 | Mar'6 | Mar'17 | Mar'16
Revenue 1642.55 | 1299.25| 1814.36 | 1745.57 | 2281.72 | 2242.83 256.11 24742 | 5994.74| 5535.07
Result 442 87 67.94 -56.12 134.83 165.19 349.03 -34.23 -26.56 517.71 570.24
Unallocated expenses 49.76 42.24
Profit before tax 467.95 528.00
Income taxes 15.69 112.71
Extraordinary /
Exceptional Profit/Loss 0.00 0.00
Net Profit 452.26 415.29
Other Information - -
Segment Assets [23925.25[ 19683.15 [ 17505.81 [ 16051.11 [ 19755.75 [ 17994.36[ 1427.85 [ 1575.45 |62614.67| 55304.07
Unallocated Assets 1511.89| 1196.26
Total Assets 64126.56| 56500.33
Segment Liabilities [21898.02[ 18298.40 [ 16191.20 [ 15117.95 [ 18166.65 [ 16811.86[ 1322.58 [ 1462.21 | 57578.45| 51690.42
Unallocated
liabilities 1405.52| 1119.33
Total Liabilities 58983.97| 52809.75

2.6 Accounting Standard 18 - Related Party Disclosures: There is no related party transaction other than remuneration
paid to key management personnel, Sri P Jayarama Bhat, Managing Director and Chief Executive Officer, aggregating to

%0.79 crore (Previous Year< 0.73 crore).

2.7 Accounting Standard 20 - Earnings per Share: Basic and diluted earnings per equity share computed in accordance

with AS 20 — Earnings per Share are as under:

; rrent Year Previous Year
Particulars L 2015-16
Earnings per share - Basic (%) 19.38 19.68
Earnings per share - Diluted (%) 19.38 19.68
Net Profit for the year attributable to Equity shares (F in crore) 452.26 415.29
Weighted Average number of Equity Shares - Basic 233366350 210993563
Weighted Average number of Equity Shares - Diluted 233366500 211018965
Nominal value per equity share (%) 10.00 10.00

The EPS for the current year and previous year have been restated, factoring in the Rights Issue made during the year.

Allotment of 98575 Equity shares (Previous year Nil) is kept in abeyance and held in Demat Suspense Account. In
respect of 1800 equity shares (Previous Year 1800 Equity shares), the entitlement matter is sub-judice and is yet to be
allotted. These shares have not been considered for EPS calculation, as the shares are not allotted.

2.8 Accounting Standard 22 — Accounting for Taxes on Income:

The Bank has accounted for taxes on income in compliance with Accounting Standard 22. The major

components of Deferred Tax Assets and Liabilities recognised are as under:-

(% in crore)
No. Particulars el e
A Deferred Tax Liabilities
1 Depreciation on fixed assets 22.27 2413
2 Depreciation on investments 0 19.76
3 Accrued Interest on Investments 0 91.49
4 Special Reserve u/s 36(1)(viii) of Income Tax Act 61.56 53.50
5 Deferred Revenue Expenditure 27.17 20.32
Total 111.00 209.20
B Deferred Tax Assets
1 PL/LFC Encashment 39.11 25.18
2 Provision made for NPA in excess of deduction allowed
u/s 36(1)(viia) of Income Tax Act 201.28 128.34
3 Provision for Fair Value Loss 18.22 23.37
4 Others 43.68 23.27
Total 302.29 200.16
Net deferred tax liability /(Asset) (A)-(B) (191.29) 9.04
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During the current year 2016-17, pursuant to press release dated July 6, 2016 issued by the Ministry of Finance, the
Bank has reversed the deferred tax liability amounting to % 111.25 crore created in the previous year 2015-16 on
account of Income Computation and Disclosure Standards (ICDS).
2.9 Accounting Standard 28 - Impairment of Assets:
An assessment is made at each Balance sheet date whether there is any indication that an asset is impaired. If
any such indication exists, an estimate of the recoverable amount is made and impairment loss, if any, is
provided for. As on March 31, 2017 there is no indication of impairment in connection with any asset.

3.0 Accounting Standard 29 - Provision, Contingent liabilities and Contingent assets:

Movementin Provision for Contingencies:  in crore)
i Opening as on | Provision made Provisions Closing as
Particulars 01-04-2016 | during the year |reversed / adjusted | on 31-03-2017
Provision for Contingencies 18.63 10.59 0.42 28.80

3.1 Additional Disclosures:
3.1.1 Details of Provisions and Contingencies made during the year:

(% in crore)
i Current Year Previ Y
SI.No. Particulars Wy el
1 Provisions for Depreciation on Investment 3.95 13.16
2 Provisions towards NPA 551.43 267.18
3 Provisions towards Standard Assets (including NPV of
Restructured Standard advances) -15.67 18.55
4 Provisions made for Non-performing UDAY Bonds -22.45 22.45
5 Provisions made towards taxes 15.69 112.71
6 Other Provisions & contingencies-for frauds, claims against the
bank not acknowledged as debts and other intangibles. 10.59 5.19
Total 543.54 439.24

3.2 Floating/Countercyclical Provisions:
The Bank does not hold any floating/ countercyclical provision in the current year (Previous year- Nil)
3.3 Drawdown from Reserves:

During the year, a sum of X 78.51 crore (Previous year Nil) being the unamortized amount of loss on sale of
advances to Asset Reconstruction companies has been debited to Revenue reserves, as per permitted by
RBI vide No.DBR.NO.BP.BC.102/21.04.048/2015-16 dated June 13, 2016. Refer Note No 1.4.3.

3.4 Complaints/unimplemented Awards of Banking Ombudsman:

3.4.1 Customer Complaints:

SI.No. Particulars Current Year 2016-17 | Previous Year 2015-16
(a) No. of complaints pending at the beginning of the year 250 68
(b) No. of complaints received during the year 28692 13959
(c) No. of complaints redressed during the year 28538 13777
(d) No. of complaints pending at the end of year 404 250

Out of the above, the ATM complaints attributable to Acquiring Bank are detailed here below:

Sl.No. Particulars Current Year 2016-17 | Previous Year 2015-16
(a) No. of complaints pending at the beginning of the year 195 41
(b) No. of complaints received during the year 27849 6239
(c) No. of complaints redressed during the year 27705 6085
(d) No. of complaints pending at the end of year 339 195
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3.4.2 Awards passed by the Banking Ombudsman:

Sl.No. Particulars Current Year 2016-17 | Previous Year 2015-16
(a) No. of unimplemented awards at the beginning of the year Nil Nil
(b) No. of awards passed by the Banking Ombudsman during the year Nil Nil
(c) No. of awards implemented during the year Nil Nil
(d) No. of unimplemented awards at the end of the year Nil Nil

3.5 Disclosure of Letters of Comfort (LoC)

The Bank issues Letters of Comfort on behalf of its various constituents against the credit limits sanctioned to
them. In the opinion of the Management, no significant financial impact and/or cumulative financial obligations
have devolved during the year in respect of the LoCs issued by the Bank and remaining outstanding as of 31*

March 2017.

Details of LoCs issued by the Bank is as follows: (% in crore)
1 Letters of comfort issued during the year 970.07
2 Letters of comfort matured/cancelled during the year 970.26
3 Letters of comfort outstanding at the end of the year 376.71

3.6 Provision Coverage Ratio (PCR):

The Bank's provision coverage ratio as of March 31, 2017 is 54.00 % (previous year 48.39 %)

3.7 Bank Assurance Business: ®in crore)
SI. Current Year Previous Year
No. Nature of Income 201617 2015-16
1 For selling Life Insurance Policies 21.85 25.76
2 For selling Non-Life Insurance Policies 5.01 5.26

Total 26.86 31.02

3.8 Concentration of Deposits, Advances, Exposures and NPAs:
3.8.1 Concentration of Deposits:

SI. . Current Year Previous Year
No. Particulars 2016-17 2015-16

1 Total deposits of 20 largest depositors (3 in crore) 2218.29 2325.38

2 Percentage of deposits of 20 largest depositors to total deposits 3.91 4.61

3.8.2 Concentration of Advances:

Sl . Current Year Previous Year
No. Particulars 2016-17 2015-16
1 Total advances of 20 largest borrowers (X in crore) 4973.88 3950.66
2 Percentage of advances of 20 largest borrowers to total
advances (credit exposures including derivatives) 10.48 9.40

3.8.3 Concentration of Exposures:

Sl. . Current Year Previous Year
No. Particulars 2016-17 2015-16
1 Total exposures of 20 largest borrowers/ Customers
(X in crore) 6920.08 4744 .80
2 Percentage of Exposures to 20 largest borrowers / customers
to Total Exposure of the Bank on borrowers / customers 12.76 10.04
3.8.4 Concentration of NPAs:  in crore)
SI. No. Particulars Current Year Previous Year
2016-17 2015-16
1 Total fund based Exposure of Top Four NPA accounts 364.29 300.94
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3.9 Sector-Wise Advances:

(% in crore)
Current year Previous year
Sl. Percentage of Percentage of
No. Sector* Outstanding o Gross NPAs | Outstanding O Gross NPAs
Total NPAs to Total Total NPAs to Total
Advances Advances Advances Advances
in that sector in that sector
A | Priority Sector
1 Agriculture and allied activities 5396.60 174.33 3.23 4547.53 103.41 2.27
2 Advances to industries sector eligible as
priority sector lending 3201.20 194.08 6.06 3743.68 83.03 2.22
a Textiles 875.84 57.94 6.62 1107.33 11.98 1.08
b Others 2325.36 136.14 5.85 2636.35 71.05 2.70
3 Services 5033.11 173.01 3.44 4210.80 118.56 2.82
a  Professional and self employed 1281.51 48.97 3.82 1190.66 29.20 245
b Trade and Business 3062.73 97.66 3.19 2466.00 69.03 2.80
¢ Small road and water transport operators 468.06 24.76 5.29 425.68 19.37 4.55
d Others 220.81 1.62 0.73 128.46 0.96 0.75
4 Personal and Other Loans 2208.70 22.45 1.02 2100.49 26.96 1.28
a_ Housing Loan 1853.33 17.94 0.97 1810.62 18.50 1.02
b Others 355.37 4.51 1.27 289.87 8.46 2.92
Sub-total (A) 15839.61 563.87 3.56 14602.50 331.96 2.27
B |__NON PRIORITY SECTOR
1 Agriculture and allied activities 32.85 0.00 0.00 26.58 0.00 0.00
2 Industry 3074.08 453.23 14.74 3478.95 219.45 6.31
a__Automobiles 368.60 150.87 40.93 396.04 0.00 0.00
b Textiles 553.00 44.05 7.97 720.99 80.22 11.13
c__lIron & Steel 350.91 0.00 0.0 541.03 59.53 11.00
d Others 1801.57 258.31 14.34 1820.89 79.70 4.38
3 Services 3043.66 151.27 4,97 2674.72 131.35 4.91
a Professional and self employed 775.20 93.95 12.12 884.33 92.88 10.50
b Other Service activity 2268.46 57.32 2.53 1790.39 38.47 2.15
4 Personal loans 6093.92 83.08 1.36 5357.50 95.09 1.77
a Housing 4426.12 55.26 1.25 3964.06 34.61 0.87
b Other Personal Loan 1667.80 27.82 1.67 1393.44 60.48 4.34
5 Other Non-Priority Loan 9501.12 330.14 3.47 8133.03 402.55 4.95
a Commercial Real estate 442.69 0.29 0.07 432.50 6.71 1.55
b Infrastructure Loan 1853.65 147.72 7.97 1615.57 185.79 11.50
c_ Others 7204.78 182.13 253 6084.96 210.05 345
Sub-total (B) 21745.63 1017.72 4.68 19670.78 848.44 4.31
Total (A+B) 37585.24* 1581.59 4.21 34273.28* | 1180.40 3.44
*excludes provisions for NPAs
3.10 Movement of NPA: (% in crore)
. Current Year Previous Year
Particulars 2016-17 2015-16
Gross NPAs as on April 1 (Opening balance) 1180.40 944.21
Additions (Fresh NPAs) during the year* 1348.37 1125.07
Sub-total (A) 2528.77 2069.28
Less:
(i) Up-gradations 203.08 240.96
(i) Recoveries (excluding recoveries made from upgraded accounts) 286.09 342.80
(iii) Technical/ Prudential write offs 233.73 110.10
(iv) Write offs other than those under (iii) above 224 .28 195.02
Sub-Total (B)* 947.18 888.88
Gross NPAs as on 31* March (Closing balance) [(A) — (B)] 1581.59 1180.40

* Includes inter quarter additions/deletions to the extent of ¥276.86 crore (Previous Year ¥199.32 crore)
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Movements in Technical Write Off: ® in crore)
. Current Year Previous Year
Particulars 2016-17 2015-16

Opening balance of Technical/prudential write-off accounts as

at April 1 360.85 316.51

Add: Technical/prudential write-offs during the year 233.73 110.10
Sub-total (A) 594.58 426.61

Less: Recoveries / Actual Write offs from previously technical/

prudential written - off accounts during the year (B) 57.16 65.76

Closing balance as at March 31 ( A-B) 537.42 360.85

3.11 Overseas Assets, NPA and Revenue: Nil
3.12 Off-Balance Sheet SPV sponsored (which are required to be consolidated as per accounting norms):Nil
3.13 Disclosure of Remunerations:-

a) Qualitative disclosure:

Remuneration Committee

The Nomination & Remuneration Committee (N&RC) consists of only Independent Directors, two of them being
the members of Integrated Risk Management Committee of the Board (IRMC) also.

Objectives of Compensation Policy

Compensation Policy aims to attract and retain the right candidates in the Bank. The policy is designed to support
key business strategies and create a strong, performance-orientated environment besides providing reasonable
remuneration commensurate with the growth of the Bank. It also ensures effective governance of compensation,
alignment of compensation with prudent risk taking, effective supervisory oversight and stakeholder engagement.
The Policy also aims at facilitating effective succession planning in the Bank.

The N&RC works in close coordination with the Integrated Risk Management Committee to ensure effective
alignment of remuneration and risks.

Risk adjustments in remuneration

A wide variety of measures of credit, market and liquidity risks are used by Bank in implementation of risk
adjustment. The risk adjustment methods have both quantitative and judgmental elements. Compensation
outcomes are symmetric with risk outcomes and compensation payouts are sensitive to the time horizon of the
risk.

Performance linked variable compensation, deferral and forms

The performance-based remuneration motivates and rewards high performers who strengthen long-term
customer relations, and generate income and shareholder value. The Bank's compensation policy stipulates that
while designing the compensation package to WTD/CEQ, it is ensured that there is a proper balance between
fixed pay and variable pay. While fixing the Variable Pay, performance parameters under financial and non-
financial areas of operations are assessed.

The variable pay shall not exceed 70% of the fixed pay in a year. The deterioration in the financial performance of
the Bank should generally lead to a contraction in the total amount of variable remuneration to be paid.

Further, where the variable pay constitutes a substantial portion of the fixed pay (i.e. 50% or more of the fixed pay),
an appropriate portion of the variable pay, say 40% to 60% must be deferred over a period. The Board/ N &RC may
grant stock options under the Employees Stock Options Plan/Scheme as per Securities and Exchange Board of
India Guidelines/ Regulations, subject to the approval of Reserve Bank of India under Section 35B of the Banking
Regulation Act, 1949. Such Stock Options will be excluded from the components of variable pay. In case variable
pay payable is 50% or more, deferral arrangements of variable pay shall be applied. The deferral period should not
be less than three years. Compensation payable under deferral arrangements should vest on a pro-rata basis at
such rates as may be decided by the Board/ N&RC. In the event of negative contributions of the Bank and/or the
relevant line of business in any year, the deferred compensation is subject to malus/claw back arrangements. The
variable pay could be in cash, or stock linked instruments or mix of both.
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b) Quantitative disclosures

paid to its members.

(3 50000/- w.e.f.
01.01.2017) to each non-

executive director member

per meeting attended

. Current Year Previous Year
Particulars 2016-17 2015-16
(i) | Number of meetings held by the Remuneration Five Two
Committee during the financial year and remuneration Sitting fees of ¥ 20000/~ | Sitting fees of

%20000/- to each
non-executive
director member per
meeting attended.

financial year.

(ii) | Number of employees having received a variable One One
remuneration award during the financial year.
Number and total amount of sign-on awards made Nil Nil
during the financial year.
Details of guaranteed bonus, if any, paid as joining / Nil Nil
sign on bonus.
Details of severance pay, in addition to accrued benefits,
if any. Nil Nil
(iii) | Total amount of outstanding deferred remuneration, split | Nil Nil
into cash, shares and share-linked instruments and other
forms.
Total amount of deferred remuneration paid out in the Nil Nil

Breakdown of amount of remuneration awards for the
financial year to show fixed and variable, deferred and
non-deferred.

Fixed : %0.65 crore
variable :

%0.08 crore

for the year 2015-16
was paid during the
year under report

Fixed : %0.60 crore
variable : ¥ 0.07
crore for the year
2014-15 was paid
during the year
under report

to ex- post implicit adjustments.

(v) | Total amount of outstanding deferred remuneration and Nil Nil
retained remuneration exposed to ex post explicit and /
or implicit adjustments.
Total amount of reductions during the financial year due | Nil Nil
to ex- post explicit adjustments.
Total amount of reductions during the financial year due | Nil Nil

3.14

3.15

3.16

Disclosure relating to Securitization:

Credit Default Swap:

The Bank has not entered into any credit default swap.

Intra-Group Exposures:

The Bank has not sponsored any SPV's for securitisation transactions

The Bank does not have any Intra-group Companies under its management.

3.17 Transfers to Depositor Education and Awareness Fund (DEAF): ( in crore)
. Current Year Previous Year
Particulars 2016-17 2015-16
Opening balance of amounts transferred to DEAF 63.28 50.61
Add : Amounts transferred to DEAF during the year 15.71 12.67
Less : Amounts reimbursed by DEAF towards claims Nil Nil
Closing balance of amounts transferred to DEAF 78.99 63.28
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3.18 Un-hedged Foreign Currency Exposure:

The Bank has putin place a policy on Hedging of Foreign Currency Exposure which is a part of the Loan Policy which
stipulates the guidelines on managing the risk arising out of the un-hedged foreign currency exposure in line with the
extant RBI Guidelines. Further, the Bank has made a provision of ¥13.25 crore (Previous year ¥13.20 crore) and has
provided capital for the un-hedged foreign currency exposure of borrowal entities of ¥3.90 crore (previous year ¥3.49
crore) in line with the extant RBI Guidelines.

3.19 Frauds:
The total number of frauds reported during the year is 29 amounting to ¥28.70 crore and is fully provided for in the
currentyear.
3.20 Liquidity Coverage Ratio
(% in crore)
(All Amounts in Rs. crore) 2016-17 (Q4)* 2016-17 (Q3) 2016-17 (Q2) 2016-17 (Q1) 2015-16 (Q4)
Total Total Total Total Total Total Total Total Total Total
. Unweighted| Weighted |Unweighted| Weighted | Unweighted| Weighted | Unweighted| Weighted | Unweighted Weighted
(Rs. in crore) Value Value Value Value Value Value Value Value Value Value

High Quality Liquid Assets

-

Total High Quality Liquid Assets (HQLA) 10459.05 9933.01 - 7222.67 6672.10 5652.40

Cash Outflows
2| Retail Deposits and deposits from
small business customers 4370348 | 3847.87 | 42779.90| 3764.32 | 39549.59| 3514.36| 38508.80| 341538 | 36868.12 | 3262.42
(i) Stable Deposits 10449.63 52248 | 1027348 513.68| 8811.85 44059| 8709.98| 43550 | 8487.82 424.39
(ii) Less Stable Deposits 33253.85| 3325.39| 32506.42| 3250.64 | 30737.74| 3073.77| 29798.82| 2979.88 | 28380.30| 2838.03

3| Unsecured Wholesale Funding, of which: 7939.75| 3361.94| 7916.74| 3320.96 7337.93| 3101.80| 713516 3065.31 6315.46 | 2681.40

(i) Operational Deposits (all counterparties) 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00
(ii) Non-operational Deposits
(all counterparties) 7939.75| 3361.94| 7916.74| 332096 | 7337.93| 3101.80| 7135.16| 3065.31 | 631546 | 2681.40
(ilf) Unsecured Debt 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00
4| Secured wholesale funding 0.00 - 0.00 m 0.00
5| Additional requirements, of which 6278.33 | 2156.35| 5838.20| 1883.19 | 5309.54| 1770.50| 5120.02| 1850.63 | 4937.00 | 1461.18
(i) Outflows related to derivative exposures
and other collateral requirements 0.00 0.00 0.10 0.10 0.00 0.00 0.01 0.01 0.07 0.07
(ii) Outflows related to loss of funding on
debt products 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00
(iii) Credit and liquidity facilities 6278.33 | 2156.35| 5838.10| 1883.09 | 5309.54| 1770.50| 5120.01| 1850.62 | 4936.93| 1461.11
6| Other contractual funding obligations 217.19 217.19 24470  244.70 225.09 225.09 216.33| 216.33 253.92 253.92
7| Other contingent funding obligations 3340.73 100.22 | 3222.36 96.67 | 3098.05 92.94| 3071.52 9215 | 2833.99 131.43
8| Total Cash Outflows 9309.84 - 8704.69 7790.35
Cash Inflows
9| Secured lending (e.g. reverse repos) 1441.39 0.00 101.67 0.00 58.33 0.00 28.33 0.00 5.83 0.00
10/ Inflows from fully performing exposures 1180.98 590.49 966.39| 483.20 | 1053.51| 1053.51| 1120.34| 560.17 | 1080.54 540.27
11| Other cash inflows 123527 | 1235.27 855.58| 85558 | 1050.25| 1050.25| 1566.59| 1566.59 | 1118.82| 1118.82
12| Total Cash Inflows 3857.64 | 1825.76 | 1923.64| 1338.78 | 2162.09| 1577.01| 2715.26| 2126.76 | 2205.19| 1659.09
13| TOTAL HQLA 9933.01 ! 7222.67 5652.40
14| Total Net Cash Outflows 57696.56 | 7857.81 | 59011.55| 7971.06 | 53518.07| 7127.68| 51336.57| 51336.57 | 49005.80 | 6131.26
15| Liquidity Coverage Ratio (%) 133.10 124.61 101.33 102.44 92.19

Note: LCR data for March 2016 to December 2016 have been computed as the simple average of monthly observations over the quarter.
For the quarter ended March 31, 2017, the same has been computed based on simple average of daily observations.

109



93 ANNUAL REPORT 2016-17

Qualitative Disclosures on LCR:

Bank is computing LCR on a daily basis in line with the RBI circular dated June 9, 2014 on “Basel Il Framework on Liquidity
Standards — Liquidity Coverage Ratio(LCR), Liquidity Risk Monitoring Tools and LCR Disclosure Standards”. These guidelines
ensure that banks maintain sufficient amount of High Quality Liquidity Assets (HQLAs) to survive 30 days stress scenario so that
banks can take corrective measures within such period. These HQLAs have to be 100% of the net cash outflows w.e.f January 1,
2019. To provide sufficient transition period, the guidelines require maintaining minimum 60% w.e.f January 1, 2015 and step up of
10% every year toreach 100% by January 1,2019.

Necessary system has been put in place to compute LCR and Bank's strategy would be to maintain LCR well above the regulatory
minimum levels ahead of the stipulated time lines. The main driver of LCR is adequate HQL As and Bank is maintaining LCR well
above the minimum stipulated level of 80% in view of SLR investments in excess of statutory requirement and 11% of NDTL in the
form of borrowing limit available through Marginal Standing Facility (MSF) and Facility to Avail Liquidity for Liquidity Coverage Ratio
(FALLCR). The Bank has a diversified liability mix comprising of healthy Retail Deposits with its pan India presence and the
dependency on wholesale funding is insignificant.

Bank's Asset Liability Management Committee (ALCO) is empowered to monitor and form suitable strategies to maintain stipulated
levels of LCR by channelizing funds to target good quality asset and liability profile to meet Bank's profitability as well as liquidity
requirements.

Funding strategies are formulated by the Treasury and Accounts Department (TAD) in accordance with ALCO guidance. The
objective of the funding strategy is to achieve an optimal funding mix which is consistent with prudent liquidity, diversity of sources
and servicing costs. Accordingly, TAD estimates daily liquidity requirement. With the help of structural liquidity statement prepared
by Bank, TAD evaluates current and future liquidity requirement and takes necessary action.

3.21 Disclosures on Flexible Structuring of Existing Loans

Amount of loans taken up Exposure weighted average
for flexible structuring duration of loans taken up for
No. of (R in crore) flexible structuring
Period tBI::»rrowe;s (in months)
fl exiabI; 2;:3 ct?:;-in g Classified as | Classified as |Before applying |After applying
standard NPA flexible flexible
structuring structuring
2015-16 1 43.58 - 7.63 20.54
2016-17 4 151.47 - 22.83 64.04
3.22 Disclosured on Strategic Debt Restructuring Scheme (accounts which are currently under the stand-still period):
Amount outstandin Amount outstanding as Amount outstanding as
No. of as on the reportin 9 on the reporting date on the reporting date
accounts date 31 03p20 17 g with respect to accounts with respect to accounts
where @ in ;:ro.re) where conversion of debt where conversion of debt
SDR to equity is pending (% in crore)| to equity has taken place
has been | ¢|agsified Classified Classified Classified Classified Classified
invoked | 55 standard as NPA as standard as NPA as standard as NPA
3 464.10 - 464.10 - - -

3.23 Disclosures on Change in Ownership outside SDR Scheme (accounts which are currently under the stand-still period):

(X in crore)

No. of Amount Amount outstanding as on|  Amount outstanding Amount outstanding
accounts outstanding as on the reporting date as on the reporting as on the reporting
where banks the reporting date with respect to date with respect to date with respect to
have decided 31.03.2017 accounts where accounts where accounts where change
to effect conversion of debt to conversion of debt in ownership is
change in equity/invocation to equity/invocation envisaged by issuance
onwership of pledge of equity of pledge of equity shares| of fresh
shares is pending has taken place shares or sale of
promoters equity
Classified as | Classified as| Classified as | Classified as | Classified as | Classified as | Classified as| Classified as|
Standard NPA Standard NPA Standard NPA Standard NPA
NIL
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3.24 Disclosures on Change in Ownership of Projects Under Implementation (accounts which are
currently under the stand-still period):

(X in crore)
No. of project loan Amount outstanding as on the reporting date
accounts where
banks have Classified as Classified as Classified as
decided to effect standard standard NPA
change in restructured
ownership
NIL
3.25 Disclosures on the scheme for Sustainable Structuring of Stressed assets (S4A), as on 31.3.2017.
(% in crore)
No. of Aggregate Amount outstanding Provision
accounts amount
where S4A outstanding Part A Part B Held
has been
applied
Classified as standard 1 20.42 13.00 8.63 4.08
Classified as NPA - Nil Nil Nil Nil

3.26

3.27

3.28

Operating Expenses stated in Schedule 16 to the Profit and Loss Account includes ¥6.18 crore (Previous year
%4.90 crore) spent towards Corporate Social responsibility (CSR)Activities.

The additional provisioning requirement due to divergence observed by RBI for the financial year 2015-16 in
respect of Bank's asset classification and provisioning under extant prudential norms on Income Recognition,
Asset Classification and Provisioning (IRACP), is within the limit of 15%. Hence, no disclosure is required to be
made under DBR.BP.BC.N0.63/21.04.018/2016-17 dated April 18,2017.

The Board of Directors has recommended a dividend of % 4 per share (40 %) for the year ended 31*March 2017
(previous year ¥ 5 Per share (50 %)), subject to approval of the shareholders at the ensuing Annual General
Meeting. In accordance with revised Accounting Standards (AS) 4-'Contingencies & Events occurring after the
balance sheet date' notified by the MCA on March 30, 2016, the proposed dividend including corporate
dividend tax amounting to ¥136.05 crore has not been shown as an appropriation from the Profit as of March
31, 2017 and consequently not reported under Other liabilities and Provisions as of March 31, 2017. For
computation of capital adequacy ratio as of March 31, 2017 Bank has adjusted the proposed dividend for
determining capital funds.

Reconciliation of Branch Adjustments and Balancing of Subsidiary Ledgers.
a) Balancingof Subsidiary Ledgers is completed in all branches/offices.

b) Reconciliation of branch adjustments/Inter Bank accounts has been completed up to 31% March 2017 and
steps are being taken to give effect to consequential adjustments of pending items.

The percentage of SLR investments under “Held to Maturity” category as on 31* March 2017 was 19.93%
(Previous Year 21.05%) of the Net Demand and Time Liabilities of the Bank, which is within the permissible limit
as per RBI guidelines.

(i) A sum of ¥ 791.31 crore (Previous year ¥791.82 crore) is outstanding on account of demands raised
by the Income Tax Department in earlier years which have been paid under protest. No provision is
considered necessary in respect of these demands, as the Bank has been advised that there are good
chances of success in appeals/ considering favourable judicial pronouncements and/or appellate orders
onidentical issues for earlier assessment years.
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(ii) The Bank confirms that all pending litigations which may have an impact on its financial position have been
estimated and provided for. Inrespect of other pending litigations, the Bank believes that no provision is
required since these pending litigations have no impact on its financial position.

7. In accordance with the RBI Circular DBR. No. BPBC.2/21.06.201/2015-16 dated 1% July 2015 on 'Basel IlI
Capital Regulations' and RBI Circular DBR.NO.BP.BC 80/21.06.201/2014-15 dated March 31, 2015 on
'Prudential Guidelines on Capital Adequacy and Liquidity Standards Amendments', Banks are required to
make Pillar lll disclosures including Leverage Ratio and Liquidity Coverage Ratio under Basel Il Framework.

The Bank has made these disclosures which are available on its web site at the following link
http://ktkbank.com/ktk/BaselDisclosures.jsp#. These disclosures have not been audited by the Statutory
Central Auditors

8. Previous year's figures have been regrouped/rearranged/given in brackets wherever necessary and feasible
to conform to the current year's classifications.

Sd/- Sd/- Sd/- Sd/-
Ravindranath Hande H P Prasanna Patil Y. V. Balachandra Mahabaleshwara M. S.
Deputy General Manager Company Secretary General Manager & CFO Managing Director & CEO

Sd/- Sd/- Sd/- Sd/- Sd/-
P. Jayarama Bhat Ashok Haranahalli Rammohan Rao Belle Ullal Ravindra Bhat D. Surendra Kumar

Chairman Usha Ganesh B. A. Prabhakar Keshav Krishnarao Desai Director
Directors Directors Directors
Refer our report of even date
For Kamath & Rau For Abarna & Ananthan
Chartered Accountants Chartered Accountants
Firm Regn. No. 001689S Firm Regn. No. 000003S
Place : Mangaluru
Date : 13" May 2017 . Sdi Sd/
Srinivas S. Kamath Abarna Bhaskar
Partner Partner
M. No. 201716 M. No. 025145
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INDEPENDENT AUDITORS' REPORT

To,

The Members of The Karnataka Bank Limited

Report on the Financial Statements

1.

We have audited the accompanying financial
statements of The Karnataka Bank Limited ('the
Bank'), which comprise the Balance Sheet as at
31" March 2017, the Profit and Loss Account, the
Cash Flow Statement for the year then ended and
a summary of significant accounting policies and
other explanatory information. Incorporated in
these Financial Statements are the returns of
34 branches audited by us, 757 branches/offices
audited by Branch Auditors.

Management's Responsibility for the Financial
Statements

2.

The Bank's Board of Directors is responsible for
the matters stated in section 134(5) of the
Companies Act,2013 (‘the Act') with respect to the
preparation of these financial statements that give
a true and fair view of the financial position,
financial performance and cash flows of the Bank
in accordance with the accounting principles
generally accepted in India, including the
Accounting Standards specified under Section
133 of the Act, read with Rule 7 of the Companies
(Accounts) Rules, 2014 and provisions of Section
29 of the Banking Regulation Act, 1949 and
circulars and guidelines issued by the Reserve
Bank of India ('RBI') from time to time. This
responsibility also includes maintenance of
adequate accounting records in accordance with
the provisions of the Act for safeguarding of the
assets of the Bank and for preventing and
detecting frauds and other irregularities; selection
and application of appropriate accounting
policies; making judgments and estimates that are
reasonable and prudent; and  design,
implementation and maintenance of adequate
internal financial controls, that were operating
effectively for ensuring the accuracy and
completeness of the accounting records, relevant
to the preparation and presentation of the financial
statements that give a true and fair view and are
free from material misstatement, whether due to
fraud or error.

Auditor's Responsibility

3.

Our responsibility is to express an opinion
on these financial statements based on our
audit.

We have taken into account the provisions of the
Act, the accounting and auditing standards and
matters which are required to be included in the
audit report under the provisions of the Act and the
Rules made there under.
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We conducted our audit of the Bank including its
branches in accordance with Standards on
Auditing ('the Standards') specified under Section
143(10) of the Act. Those Standards require that
we comply with ethical requirements and plan and
perform the audit to obtain reasonable assurance
about whether the financial statements are free of
material misstatements.

An audit involves performing procedures to obtain
audit evidence about the amounts and the
disclosures in the financial statements. The
procedures selected depend on the auditor's
judgment, including the assessment of the risks of
material misstatement of the financial statements,
whether due to fraud or error. In making those risk
assessments, the auditor considers internal
financial control relevant to the Bank's preparation
of the financial statements that give a true and fair
view in order to design audit procedures that are
appropriate in the circumstances. An audit also
includes evaluating the appropriateness of
accounting policies used and the reasonableness
of the accounting estimates made by the Bank's
Directors, as well as evaluating the overall
presentation of the financial statements.

We believe that the audit evidence we have
obtained is sufficient and appropriate to provide a
basis for our audit opinion on the financial
statements.

Opinion

8.

In our opinion and to the best of our information
and according to the explanations given to us, the
aforesaid financial statements give the
information required by the Banking Regulation
Act, 1949 as well as the Companies Act, 2013, in
the manner so required for banking companies
and give a true and fair view in conformity with
accounting principles generally accepted in India:

a. In case of the Balance Sheet, of the state of
affairs of the Bank as at 31%
March 2017;

b. In case of the Profit and Loss Account, of the
profit for the year ended on that date; and

c. In case of the Cash Flow Statement,
of cash flows for the year ended on that
date.

Emphasis of Matter

9.

We draw attention to Note of the Financial
Statements, regarding deferment of loss of
¥78.51 crore on sale of advances to Asset
Reconstruction Companies.

Our opinion is not qualified in respect of this
matter.
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Report on Other Legal and Regulatory Requirements

10.

1.

12.

The Balance Sheet and the Profit and Loss
Account have been drawn up in accordance
with the provisions of Section 29 of the
Banking Regulation Act, 1949, read with
Section 133 of the Companies Act, 2013, read
with Rule 7 ofthe Companies (Accounts)
Rules, 2014.

As required by sub section (3) of section 30 of the
Banking Regulation Act, 1949, we report that:

(a) we have obtained all the information and
explanations which, to the best of our
knowledge and belief, were necessary for the
purpose of our audit and have found them to
be satisfactory;

(b) the transactions of the Bank, which have
come to our notice, have been within the
powers of the Bank;

(c) the returns received from the offices and
branches of the Bank have been found
adequate for the purposes of our audit.

Further, as required by section 143(3) of the Act,
we further report that:

i. we have sought and obtained all the
information and explanations which to the
best of our knowledge and belief were
necessary for the purpose of our audit;

ii. in our opinion, proper books of account as
required by law have been kept by the Bank so
far as it appears from our examination of those
books and proper returns adequate for the
purposes of our audit have been received
from branches not visited by us;

iii. the reports on the accounts of the branch
offices audited by branch auditors of the Bank
under section 143(8) of the Companies Act,
2013, have been sent to us and have been
properly dealt with by us in preparing this
report;

The Balance Sheet, the Profit and Loss
Account and the Cash Flow Statement dealt
with by this report are in agreement with the
books of account and with the returns
received from the branches not visited by us;

v. in our opinion, the aforesaid financial
statements comply with the Accounting
Standards specified under Section 133 of the
Act, read with Rule 7 of the Companies
(Accounts)Rules, 2014, to the extent they
are not inconsistent  with the
accounting policies prescribed by RBI;

vi. on the basis of written representations

received from the directors as on 31* March

2017 taken on record by the Board of

Directors, none of the directors is disqualified

as on 31¥ March 2017 from being appointed as

adirectorin terms of Section 164 (2) of the Act;
and
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vii. with respect to the adequacy of the internal
financial controls over financial reporting of
the Bank and the operating effectiveness of
such controls, refer to our separate Reportin
“Annexure A”;

viii. with respect to the other matters to be

included in the Auditor's Report in

accordance with Rule 11 of the Companies

(Audit and Auditors) Rules, 2014, in our

opinion and to the best of our information

and according to the explanations given to
us:

a. the Bank has provided for pending
litigations having an impact on its
financial statements - Refer schedule 18
- Note 6;

b. the Bank does not have any long-term
contracts including derivative contracts
- Refer Schedule 18 - Note 1.3.3(ii) to
the financial statements; and

c. there has been no delay in transferring
amounts, required to be transferred, to
the Investor Education and Protection
Fund by the Bank.

For Kamath & Rau
Chartered Accountants
Firm Regn. No. 001689S

Sd/-
Srinivas S Kamath
Partner
M.No. 201716

Place : Mangaluru
Date : 13" May 2017

For Abarna & Ananthan
Chartered Accountants
Firm Regn. No. 000003S

Sd/-
Abarna Bhaskar
Partner
M.No. 025145
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Annexure - A to the Independent Auditor's Report
of even date on the Financial Statements of
The Karnataka Bank Limited

Report on the Internal Financial Controls under
Clause (i) of Sub-section 3 of Section 143 of the
Companies Act, 2013

1.  We have audited the internal financial controls
over financial reporting of The Karnataka Bank
Limited (‘the Bank') as at 31" March 2017 in
conjunction with our audit of the financial
statements of the Bank for the year ended on that
date.

Management's Responsibility for Internal
Financial Controls

2. The Bank's Board of Directors is responsible for
establishing and maintaining internal financial
controls based on “the internal control over
financial reporting criteria established by the
Bank considering the essential
components of internal control stated in the
Guidance Note on Audit of Internal Financial
Controls Over Financial Reporting (‘the Guidance
Note') issued by the Institute of Chartered
Accountants of India ('the ICAI')".

These responsibilities include the design,
implementation and maintenance of adequate
internal financial controls that were operating
effectively for ensuring the orderly and efficient
conduct of its business, including adherence to
Bank's policies, the safeguarding of its assets, the
prevention and detection of frauds and errors, the
accuracy and completeness of the accounting
records, and the timely preparation of reliable
financial information, as required under the
CompaniesAct, 2013 ('the Act').

Auditor's Responsibility

3. Our responsibility is to express an opinion on the
Bank's internal financial controls over financial
reporting based on our audit. We conducted our
audit in accordance with the Guidance Note on
Audit of Internal Financial Controls Over Financial
Reporting ('the Guidance Note') and the
Standards on Auditing ('the Standards'), issued
by the ICAl and deemed to be prescribed under
Section143(10) of the Act, to the extent applicable
to an audit of internal financial controls, both
issued by the ICAI. Those Standards and the
Guidance Note require that we comply with
ethical requirements and plan and perform the
audit to obtain reasonable assurance about
whether adequate internal financial controls over
financial reporting was established and
maintained and if such controls operated
effectively in all material respects.

4. Our audit involves performing procedures to
obtain audit evidence about the adequacy of the
internal financial controls system over financial
reporting and their operating effectiveness. Our
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Meaning of Internal
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audit of internal financial controls over financial
reporting included obtaining an understanding of
internal financial controls over financial reporting,
assessing the risk that a material weakness
exists, and testing and evaluating the
design and operating effectiveness of internal
control based on the assessed risk. The
procedures selected depend on the auditor's
judgement, including the assessment of the risks
of material misstatement of the financial
statements, whether due to fraud or error.

We believe that the audit evidence we have
obtained is sufficient and appropriate to provide a
basis for our audit opinion on the Bank's internal
financial controls system over financial reporting.

Financial Controls over

Financial Reporting

6.

A bank's internal financial control over financial
reporting is a process designed to provide
reasonable assurance regarding the reliability of
financial reporting and the preparation of financial
statements for external purposes in accordance
with generally accepted accounting principles. A
bank's internal financial control over financial
reporting includes those policies and procedures
that:

a. pertain to the maintenance of records that, in
reasonable detail, accurately and fairly
reflect the transactions and dispositions of
the assets of the bank;

b. provide reasonable assurance that
transactions are recorded as necessary to
permit preparation of financial statements in
accordance with generally accepted
accounting principles, and that receipts and
expenditures of the bank are being made
only in accordance with authorizations of
management and directors of the bank; and

c. provide reasonable assurance regarding
prevention or timely detection of
unauthorized acquisition, use, or disposition
of the bank's assets that could have a
material effect on the financial statements.

Inherent Limitations of Internal Financial Controls
over Financial Reporting

7.

Because of the inherent limitations of internal
financial controls over financial reporting,
including the possibility of collusion or improper
management override of controls, material
misstatements due to error or fraud may occur
and not be detected. Also, projections of any
evaluation of the internal financial controls over
financial reporting to future periods are subject to
the risk that the internal financial control over
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financial reporting may become inadequate
because of changes in conditions, or that the
degree of compliance with the policies or
procedures may deteriorate.

Opinion

8. In our opinion, the Bank has, in all material
respects, an adequate internal financial controls
system over financial reporting and such internal
financial controls over financial reporting were
operating effectively as at 31 March 2017,
based on the internal control over financial
reporting criteria established by the Bank
considering the essential components of internal
control stated in the Guidance Note issued by the

ICAL.
For Kamath & Rau For Abarna & Ananthan
Chartered Accountants Chartered Accountants
Firm Regn. No. 001689S Firm Regn. No. 0000038
Sd/- Sd/-
Srinivas S Kamath Abarna Bhaskar
Partner Partner
M.No. 201716 M.No. 025145

Place : Mangaluru
Date : 13" May 2017
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Facts at a glance

1. No. of Deposit Accounts 10161302
2. No. of Advances Accounts 472486
3. Advances to priority sector (X in lakh)
Number of Accounts Balance outstanding
L S0 OTE LD at the end of the year at the end of the year
a) Agriculture and Allied Activities 247036 535232.43
b) Advances to MSME 49570 811126.02
c) Educational Loan 7009 18522.98
d) Housing Loan 23544 184896.37
e) Other Priority Sectors 8124 16825.80
Total 335283 1566603.60
Export Credit 163101.84
4. Branches
Semi- Metro-
Rural | ypan | U™P3N | politan |  Total
No. of Branches at the end of the year 162 180 209 214 765
5. Staff
Officers Clerks Sub-Staff Total
As at the end of the year 3063 3223 1696 7982
Recruited during the year 65 76 279 420
6. Staff Training
Bank's own training college At Bankers® Training
College (RBI) & other Total
Officers Clerks Sub Staff Training Colleges
896 340 180 671 2087
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750" Branch Opening at Vapi, Gujarat

A

Smt. Remya Mohan Muthadath, IAS, Collector, Valsad,
inaugurating the new branch

Founders’ Day Lecture

Prof. B M Hegde, Padma Bhushana Awardee
delivering the Founders’ Day Lecture in Mangaluru

Inauguration of landscaped garden at University Campus, Mangalore University,
under Corporate Social Responsibility initiative
TR T e

Shri P Jayarama Bhat, Non-Executive Chairman of the Bank inaugurating
the newly landscaped garden at University Campus, Mangalore University,
Mangalagangothri completed with the support of the Bank



CORPORATE VISION

“To be a progressive,
prosperous and well
governed Bank”

CORPORATE MISSION

"To be a technology savvy, customer centric
progressive bank with a national presence,
driven by the highest standards of
corporate governance and guided by
sound ethical values"
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