XX Karnataka Bank Ltd.

ar Family Bank. Acress India.

96" Annual Report 2019-20

Bank of the Future




Also refer to Special Pages of the Annual Report and Kannada version of the
Directors’ Report at:

CONTENTS www.karnatakabank.com > Investor Portal > Annual Report Section > 2019-20

01 Bank of the Future

02 Board of Directors

03 Corporate Information

04 Chairman’s Message

06 MD & CEQ's Message

0 Key Highlights

2 KYB- Know your Bank

4 KBL-Vikaas - A Transformation of the Century

7 People Transformation

9 Secure & Seamless Banking

1 Financial Inclusion

23 Transforming lives- A Socially Responsible Bank

24 Progress Over a Decade

25 Directors’ 96th Annual Report

87 Disclosure regarding Employees Stock Option Scheme
90 Disclosure under Pillar 11l of Basel Il Accord

103 Corporate Governance

134 Auditors’ Certificate on Corporate Governance
136 Secretarial Audit Report

140  Extract of the Annual Return
143 Annual Report on Corporate Social Responsibility
146 Remuneration Details, etc.
147  Business Responsibility Report
158 Balance Sheet

159  Profit and Loss Account

160 Cash Flow Statement

162 Schedules Annexed to the Balance Sheet

168  Schedules to Profit and Loss Account

170 Basis of preparation and significant accounting policies
175 Notes on Accounts

204 Independent Auditors’ Report to the Shareholders

Note: Across this Report, the word “KBL" refers to “Karnataka Bank Limited.”
Cautionary Statement

This Report contains statements relating to future business developments and economic performance that could constitute ‘forward looking statements'.
Words such as ‘anticipate’, ‘expect’, ‘project’, ‘plan’, ‘believe’, ‘estimate’, ‘potential” and variations of these words and similar expressions are intended to
identify forward-looking statements. These statements are made based on current plans, estimates and projections and therefore undue reliance should
not be placed on them. Forward-looking statements are subject to future risks and uncertainties that could cause actual results to differ, in some instances
materially, from those anticipated, estimated or projected. Readers are cautioned to bear this in mind. Karnataka Bank makes no commitment to revise or
update any forward looking statements, whether as a result of new information, future events or otherwise.
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Bank of the Future

Nearly a century in banking, we have learnt that an abiding commitment
to customer and an agility to transform is what defines organisations that
last the test of time. Karnataka Bank, has demonstrated resilience in
surmounting upheavals, displayed prudence in its risk appetite and
shown a passion and courage to venture into white spaces, tread new
paths. The ‘Compliance first, business next’ approach of the bank has
provided it the strength and stability creating value for all stakeholders.

Trust, transparency and a tenacity to blaze new trails has always been a
part of our DNA, be it venturing out as the first generation private sector
bank in the country or being among the first few banks to embrace new
digital technologies.

Today on the cusp of another transformational journey, we are inventing
ourselves anew, for the challenges of a fast changing digitally enabled,
banking environment, to stay ahead of the curve.

KBL Vikaas - the transformational journey, customer-centred, inclusive
and future driven is designed not only to transform lives and create
stakeholder value, but also build our capabilities to emerge bigger,
stronger and more vibrant, lending a new definition to New Age Banking.

At KBL, we are getting ready to take our place as the ‘Bank of the Future'...
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Dear Stakeholders,

Your Directors have the pleasure in presenting the 96th Annual Report of the Bank together with the Audited Statement of
Accounts for the year ended 31¢* March 2020 and the Auditors’ Report thereon. Your Bank has been able to register a steady
growth during the year, despite a challenging business environment. The Indian Economy belied expectations recording a year
of tepid growth with core sectors beset with subdued market demand. Despite timely measures by the Government and Reserve
Bank of India, the banking sector was buffeted with the twin headwinds of asset quality and liquidity stress. The focused
intervention by the Government to declog the system with corrective measures and the timely liquidity infusion into the banking
system restored some of balance. It was certainly another year of challenging times for the banking industry as a whole.

Among the first generation private sector banks in India, having started the journey in the year 1924, we have learnt that to
remain resilient and ahead of the curve, we need to exercise both prudence and agility. ‘KBL Vikaas’ launched during 2017,
marked yet another chapter of transformational journey, a journey that would redefine our place in New Age Banking. At
Karnataka Bank (KBL), a focused thrust towards growth and transformation to a future-ready, Next Generation Banking model
created a dynamic eco-system and contributed to the enhancement of key growth parameters and Bank is now focusing on
consolidation and sustainability of all its transformational initiatives. Further adverse and mischievous media reports on liquidity
position with regard to Market-Capital Ratio (M-Cap Ratio) etc., at the fag end of the year had an insignificant spillover effect on
the business of the Bank. Your Bank took timely action in portraying the correct financial and healthy capital adequacy position
through various means including newspapers/media channels and also through the stock exchanges allaying the unfounded
fears and to protect the interest and confidence of stakeholders at large. The Board of Directors wish to express their affirmation
that financial and liquidity position of your Bank is strong and the Bank is well poised to emerge still stronger going forward.

OPERATIONAL PERFORMANCE

Performance highlights for the reporting financial year are as under:

 in crore)

Particulars 31t March 2020 31t March 2019

BUSINESS TURNOVER 128749.42 123280.32
DEPOSITS 71785.15 68452.12
ADVANCES 56964.27 54828.20
INVESTMENTS 17545.34 16184.99
GROSS INCOME 7870.82 6907.92
OPERATING PROFIT 1656.77 1449.81
NET PROFIT 431.78 477.24
Net Interest Income (NII) 2030.36 1905.12

KARNATAKA BANK LIMITED



BUSINESS TURNOVER

The total business turnover of the Bank stood at ¥ 128749.42 crore as on 31 March 2020, registering a growth of 4.44
per cent as against the turnover of ¥ 123280.32 crore as on 31 March 2019. The total assets of the Bank increased to
< 83313.49 crore from X 79045.76 crore recording a growth of 5.40 per cent for the year 2019-20.

DEPOSITS AND CASA

The total deposits of the Bank grew to ¥ 71785.15 crore as on 31%*March 2020 from ¥ 68452.12 crore as on 31 March 2019.
During the year, low cost deposits of the Bank, viz. Current Account and Savings Account Deposits i.e., CASA constituted 28.91
per cent of the total deposits of the Bank as on 31 March 2020 as against 28.06 per cent as on 315 March 2019.

ADVANCES

In spite of continued sluggishness in the market and tepid credit growth reported by the industry for financial year 2019-20,
the total advances grew to ¥ 56964.27 crore as on 31 March 2020, from X 54828.20 crore as on 31 March 2019. The Credit
Deposit Ratio at 79.35 percent. The priority sector advances increased from ¥ 21878.22 crore to ¥ 25093.73 crore forming
43.89 percent of applicable Adjusted Net Bank Credit (ANBC) and agricultural advances increased from ¥ 7081.90 crore crore
to ¥ 8568.24 crore which, together with eligible deposit under Rural Infrastructure Development Fund (RIDF), constituted 14.99
per cent of ANBC. Lending under various socio-economic schemes is engaging the attention of the Bank.

Continuing our thrust towards retail / mid-corporate segment advances, the exposure to large corporate decreased and
the Retail/Mid Corporate advances to Corporate advances Ratio improved to 74.20 percent as against 69.70 percent as on
315t March 2019.

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 address the problems posed by the impaired assets. The Bank’s Gross NPAs (GNPAs) as on 31 March 2020 were at
T 2799.93 crore (4.82 per cent) as against ¥ 2456.38 crore (4.41 per cent) as on 31 March 2019. Further, the GNPAs were
at 2777.46 crore (4.99%) as on 31 December 2019. The Net NPAs (NNPAs) were at ¥ 1755.01 crore (3.08%) as against
T 1616.71 crore (2.95%) as on 31 March 2019. The NNPAs were at ¥ 2058.04 crore (3.75%) as on 31<*December 2019. The
Provision Coverage Ratio (PCR) improved to 64.70 percent as on 315 March 2020 from 58.45 per cent as on 31 March 2019,
thus further strengthening the Balance Sheet.

INVESTMENTS
The total investments increased from ¥16184.99 crore as on 315 March 2019 to ¥ 17545.34 crore as on 315 March 2020. The

ID ratio stood at 24.44 per cent as on 31 March 2020 as against 23.64 per cent as on 31 March 2019.
BANKING OUTLETS

Though the presence of your bank is predominant in south India, your Bank has been judiciously expanding its network
of branches and controlling offices in various parts of the country after examining the potential for business, earnings and
customer outreach.
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As at 315t March 2020, your Bank had 2329 service outlets including 848 branches, one extension counter, 1,026 ATMs and
454 recyclers with a presence in 548 centres spread across 22 States and 2 Union Territories. Apart from the above, the Bank
also had one International Division, one Data Centre, one Customer Care Centre, four Service branches, three Currency Chests,
two Central Processing Centre, one Digital Centre of Excellence and six Asset Recovery Management Branches. During the
year under report, your Bank has opened twelve new branches and two Regional Offices at Ahmedabad and Kalaburagi with a
view to further explore and improve the business in the states of Gujarat and Karnataka. With this, the total number of Regional
Offices of the Bank stands at fourteen.

GROSS INCOME AND NI

The gross income of the Bank for the year ended 31 March 2020 stood at ¥ 7870.82 crore as against ¥ 6907.92 crore in the
last financial year showing a growth of 13.94 percent. Similarly, the total expenditure (excluding provisions and contingencies)
stood at T6214.05 crore for the year ended 315 March 2020 as against ¥ 5458.11 crore in the last financial year. The net
interest income (NII) for the year ended 31 March 2020 was ¥ 2030.36 crore, showing a growth of 6.57 per cent over the
previous year.

PROFIT

Your Bank earned an operating profit of ¥ 1656.77 crore for the year 2019-20 as against I 1449.81 crore for the
previous year. The provisions (other than tax) and contingencies for the year 2019-20 was ¥ 1134.74 crore. The net
profit of the Bank during the year 2019-20 stood at ¥ 431.78 crore as against ¥ 477.24 crore during the previous year.
Your Bank focused on prudent provisioning thus resulting in improved PCR (64.70%) and fundamentals.

APPROPRIATIONS

The net profit of ¥ 431.78 crore which along with a sum of ¥ 119.65 crore brought forward from the previous year, aggregating
to ¥ 551.43 crore, is appropriated as under:

Appropriation 3 in crore
Transfer to Statutory Reserve 110.00
Transfer to Capital Reserve 183.08
Transfer to Revenue and Special Reserves 36.74
Transfer to Investment Fluctuation Reserve 0.78
Dividend of 2018-19 paid during the year 2019-20 98.83
Tax on dividend paid as above 20.32
Balance carried over to Balance Sheet 101.68
Total 551.43
DIVIDEND

Considering an environment of heightened uncertainty caused by COVID-19, with a view to conserve capital to retain capacity
to support the economy and absorb losses if any, all scheduled commercial banks have been directed by the Reserve Bank of
India not to make any further dividend payout from the profits pertaining to the financial year ended 31 March 2020 until

KARNATAKA BANK LIMITED



- egs

further instructions, vide circular DOR.BPBC.N0.64/21.02.067/ 2019-20 dated 17th April 2020. Accordingly, Board of Directors
has not recommended any dividend on shares for the financial year 2019-20 even though the Bank is having distributable
profits for the financial year ended 31 March 2020.

EARNINGS PER SHARE/ BOOK VALUE

The earnings per share (basic / diluted) and the book value per share as on 31 March 2020 stood at ¥ 13.89 and ¥ 192.06
respectively. This was ¥15.35 and ¥ 204.71 respectively during last year. The marginal reduction in Book Value is after factoring
in the Bonus shares issued. Similarly, the adjusted book value per share now stands at ¥ 135.62 as against the earlier ¥ 147.50.

CAPITAL FUNDS AND CAPITAL ADEQUACY RATIO

The capital funds of the Bank increased from ¥ 6306.95 crore to ¥ 6673.60 crore, registering a growth of 5.81 per cent. The
Capital to Risk Weighted Assets (CRAR) stood at 12.66 per cent as on 315 March 2020, as per BASEL Ill norms (Previous year
13.17 per cent). The Bank has been consistently maintaining the ratio well above the minimum CRAR of 10.875 per cent
including the Capital Conservation Buffer of 1.875 per cent stipulated by the Reserve Bank of India.

BONUS ISSUE-2020

During the reporting year, your Bank has rewarded the shareholders by way of issue of Bonus Shares in the ratio of 1:10 (one
equity share for every ten shares held) and the allotment of 2,82,60,881 shares was made on 19™ March 2020 to the eligible
shareholders. With this, the paid up equity share capital of the Bank increased to ¥ 310.87 crore as against the earlier ¥ 282.61
crore.

While taking approval from the shareholders via postal ballot for issue of Bonus Shares, the Bank had also sought the approval
for issue of shares to Qualified Institutional Buyers (QIBs) and the special resolution is valid for a period of one year i.e. till
4" March, 2021, and your Bank may raise capital when the market conditions for such issue are conducive for the capital
augmentation.

TRANSFORMATION JOURNEY- ‘KBL VIKAAS'

Your Bank was incorporated in the year 1924 by leading visionaries of the coastal town of Mangalore. Beginning its journey
as a South India focused Bank, it later expanded the geographical footprints in the northern parts of the country, transitioning
into a Pan-India Bank with a national focus. The Bank consolidated its position as a ‘one stop financial solution” provider with
a diversified portfolio of Retail, SME, Corporate lending and fee based products. In 2017, your Bank touched a new milestone
with the business turnover crossing ‘Rupees One lakh Crore.’

In its quest for new milestones, Karnataka Bank today is in an exciting phase of a transformation journey. A journey which is
expected to transform the core of the Bank and equip it to be a significant player in the Indian Banking space by emerging as
a 'Bank of the Future’. The transformation journey which began in November 2017 has gained momentum and was oriented
towards transformation of credit delivery system, transformation of HR & IT sphere and enhancing the Customer experience.
Within two years, major strides in moving towards a digitally driven capability that would define Next Generation Banking have
been initiated, few of which are as below:
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1. Digital Centre of Excellence (DCoE):

Your Bank has set up the state-of-the-art DCoE at Bengaluru to analyze, address and deliver a seamless customer fulfillment
experience by digitizing the end-to-end customer journeys across both asset and liability products. With this initiative, Your
Bank has been able to significantly upgrade its underwriting capabilities with significant improvement in TAT (Turnaround Time
for sanction). It is the endeavor of the Bank to cover all the retail products under this initiative going forward so as to achieve
scale and efficiency.

2. Customer Journey Digitization

As part of customer journey digitization, Bank has launched an innovative range of digital products:

a. Xpress Home Loan

b. Xpress Cash Loan (Personal Loan product)

C. Xpress Car Loan

d. Xpress Working Capital loan for MSMEs (Pilot Launch)
e. Xpress Term loan for MSMEs (Pilot Launch)

f. Xpress Savings Account (Pilot Launch) — SB Tab banking

The digital loan portfolio is steadily building-up and the sanctions given under Xpress Home, Cash and Car Loan are gaining
momentum.

3. Digi Branch

During the first leg of digitization in November, 2018, your Bank established a fully digital interface in the form of ‘Digi Branch’
at Basavanagundi, Bengaluru. The prospective clients can simply walk into ‘Digi-Branch’ and open SB Account, besides self-
generating the Debit Card, all in a matter of just few minutes.

4. Migration to Digital Channels

As on 31*March 2020, 83.50% of the Bank's transactions are happening through Digital Channels using Internet Banking,
Mobile Banking, ATMs, e-lobbies, POS etc.

5. Tools for internal efficiency and effectiveness

In order to build a digital eco-system to support the digital initiatives and also for conducting periodic review, a host of internal
tools have been launched, which are given below:

a. KBL FORCE, a Lead Management System (LMS) - designed for end to end management of the business leads.
b. KBL Kollect+ - Digital collection tool for real time monitoring of stress accounts.

¢. KBL Vasool So-Ft - A digital NPA management tool for monitoring of non-performing accounts and effective initiation
of recovery steps.

KARNATAKA BANK LIMITED
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d. KBL RISE - A KRA/role based ‘Performance Management System’ for objective performance evaluation of members of
staff.

e. KBL e - Dashboard- a daily business dashboard to monitor the business.

6. Other Initiatives:

During the year under report, several other initiatives have been taken up under KBL Vikaas which are set out hereunder:

1. Rolling out new CASA products:
«  SB-TASC [Trusts, Association, Society, Clubs] for Institutional Customers and

« SB-Salary for salaried customers.

2. Partnered with FISDOM for distribution of Mutual Fund units with end-to-end digitization to invest in more than 40
AMCs through Bank's Mobile Banking platform -'KBL Mobile Plus'.

3. Initiating steps for Setting-up of Bank's Wholly Owned Non-Financial Subsidiary - ‘KBL Services Ltd.'
4. Institutionalizing the Culture of Sales & Marketing among the workforce etc.

5. Efficiency enhancement across all sectors and cadres.

Further to ensure the sustainability of transformation achievements, your Bank is now focusing on consolidation of its

benefits, knowing fully well that it is a continuous journey and regarded as a work-in-progress across the globe.

SPECIAL INITIATIVES TO FACE THE UNCERTAINITIES CAUSED BY COVID-19 PANDEMIC:

In view of the continued uncertainties triggered by the COVID-19 pandemic in the country, your Bank has taken several
proactive steps to tread cautiously with a conservative approach so as to conserve, consolidate emerge still stronger at the end.
In this direction, Bank has initiated many measures to conserve capital and also to reduce the avoidable revenue expenses. The
Board of Directors also led from the front by opting for around 29 percent and 20 percent cut in their sitting fees for Board /
Committee meetings respectively. Further, the MD & CEO has also opted to forego his variable pay entitlement for the financial
year 2019-20 and he has also decided to continue to use his old car itself so as to defer the capital expenses thereon. All the
meetings of Board / Committee and the internal review meetings are happening through digital mode thus having a huge
positive impact on savings. All such cost cutting measures down the line are showing desired results.

Fund transfer pricing (FTP):

Your Bank has further streamlined the in-house developed concept of FTP (Fund Transfer Pricing) mechanism to create an
awareness that each and every business decision/relation is remunerative and profitable. With the help of FTP, Bank is closely
monitoring the profit or loss of each of its branches, business units, products, sectors, clients, business lines etc., and appropriate
remedial measures are initiated then and there. This is regarded as a great step forward in enhancing the overall efficiency and
professionalism across the Bank.
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MANAGEMENT DISCUSSION AND ANALYSIS

MACROECONOMIC AND INDUSTRY TRENDS
Global Economy

It was a watershed year for the Global Economy, a year of unprecedented upheavals. Brexit, Geo-political tensions, trade
conflicts between USA and China, slowdown in market demand, decline in world output and trade and then, the later part of
the year witnessing COVID19 pandemic which brought the world to a standstill at the end of financial year.

According to the International Monetary Fund (IMF), the global economy has hit the worst recession since the great depression
in the 1930s due to the raging pandemic that has nearly stalled all economic activities across the world. The global economic
growth which decelerated to 2.9% in 2019 is projected to contract to -3.0% in 2020.

Further, the IMF also projected that Global Economic growth is projected to revive at 5.8% by 2021, while the growth in
Advanced Economies and EMDE's (Emerging Markets and Developing Economies) is slated to rise to 4.5% and 6.6% in 2021
respectively. The rebound is however, dependent on the containment of the pandemic by the second half of 2020, policy
support by Governments and normalisation of business activity and trade flow. However, a extended duration of the pandemic
could upset the scenario leading to a further fall of projected growth rates.

Indian Economy

The Indian Economy exhibited signs of a slowdown with GDP growth declining to 4.8 per cent in the first half of 2019-20.
Muted market demand in core sectors such as Auto, Construction, Mining, Engineering and related segments proved a drag
on the economy, while a stressed financial environment added to the burden. The Industrial Sector as per Index of Industrial
Production (IIP) registered a growth of 0.5 per cent in 2019-20 (April-December) as compared to 4.7 per cent during the same
period in 2018-19. According to the India Brand Equity Foundation (IBEF) Economic Survey, WP! inflation increased to 3.1 per
cent in January 2020 as compared to 2.6 per cent in December 2019 while Consumer Price Index (CPI) — Combined inflation
was 4.5 per cent in April-January 2019-20 as compared to 3.6 per cent in April-January 2019.

The COVID19 pandemic and the lockdown that followed at the end of FY 2019-20 shuttered businesses, shrunk the country’s
GDP to 1.9% in Q4. However, the IMF, in its latest edition of the World Economy Report, has placed India as one of the fastest-
growing emerging economies in the world which will register a positive growth rate in 2020.

The Government rolled out supportive fiscal and policy measures to reduce financial stress and to bolster growth.
The T 20 Lakh crore package under ‘Atmanirbhar Bharath" program, Repo Rate cut by RBI, the incentives for the beleaguered
Auto sector migrating to BSVI standards and the Guaranteed Emergency Credit Line (GECL) to MSME Sector, the large investment
allocation under the National Infrastructure Pipeline for demand generation and job generation, are some of the significant
remedial measures by the Government which present possibilities for a faster rebound in 2020-21.

According to the RBI reports, the GDP growth in the first half of 2020-21 is expected to remain negative, with some slight
pick-up in the second half. The decline in private final consumption expenditure, the slowdown in rural demand, the deceleration
in labour intensive exports and the macroeconomic fallout and the associated stress in financial and commodity markets have
all added to the bleak scenario. However, considering the prevailing uncertainties at this juncture, arriving at projections with
reasonable certainty has become difficult and also challenging.

KARNATAKA BANK LIMITED



DEVELOPMENTS IN THE INDIAN BANKING SECTOR

2019 was a transformational year for the Indian banking industry. The Government’s move to create 10 large public sector
banks from over two dozen entities, for economies of scale was also a major move. The first half of fiscal 2020 witnessed
a heightened credit quality pressure for India Inc, due to a series of factors including slowdown in the global and Indian
economies, muted consumer demand and moderation in government spending.

The fiscal measures taken by the Government to restore stability to banks beleaguered with high NPA’s and large exposures,
the tightening of the requlatory framework and a concerted thrust towards financial inclusion and digitisation all augur
well for the Indian banking industry.

Indian banking industry has recently witnessed the roll out of innovative banking models like payments and small finance
banks. The digital payments system in India has evolved the most among 25 countries with India’s Immediate Payment
Service (IMPS) being the only system at level five in the Faster Payments Innovation Index (FPII).

OPPORTUNITIES

The focus of the Union Budget with ‘Minimum Government Maximum Governance’, promoting the 'Make in India’
business environment, supporting a strong MSME (Micro, Small and Medium Enterprises) eco system, creating new job
opportunities and investment priority in infrastructure building are offering major opportunities for growth. Report of the
Task Force on National Infrastructure Pipeline, released on 31.12.2019, has projected total infrastructure investment of
%102 lakh crore (USS 1.44 trillion) during the period FY 2020-2025 in India. The Government’s pro-business policies,
Digital India drive and the use of technology has helped the country to leapfrog ahead of many nations in the World
Bank's ‘Ease of Doing Business Report” under the indicator ‘Trading across Borders’, from 142 in 2014 to 63 in 2019,
thereby opening opportunities of becoming a manufacturing destination of choice for global industry majors.

BUSINESS SEGMENTS OF BANK:

Your Bank's business primarily consists of Retail Banking, Corporate / Wholesale Banking, Treasury Operations and Other
Banking operations.

RETAIL BANKING:

Your Bank offers a wide spectrum of personal banking products in the retail segment. The retail credit products include
mortgage loans, automobile loans, personal loans, education loans, loans against term deposits, loans against securities,
gold loans, small business banking loans and agriculture loans. The major components of Bank's retail lending portfolio
are home and mortgage finance, agriculture loans, personal loans and automobile finance.

MSME Lending:

Your Bank, as part of retail banking, also supports the MSME sector with a range of banking products such as Working
Capital Finance, Term Loans, Business Finance Products, both fund based and non-fund based suited to all sectors of
Industry.
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The United Nations Industrial Development Organisation (UNIDO) has identified in total 388 clusters having MSME
concentration, across the country. Your Bank has its presence in more than 200 such clusters with Branches and dedicated
teams delivering credit to the MSME sector units.

This Retail Segment has earned revenue of ¥ 2613.35 crore with a contribution of ¥ 451.31 crore to profit before tax and
un-allocable expenditure.

CORPORATE/WHOLESALE BANKING:

Your Bank's Corporate and Wholesale banking business (with an individual entity exposure of over ¥ 5 crore) caters to the
banking needs of all entities including corporate entities particularly, large-sized corporations. Corporate banking products
and services include various fund and non-fund based products, including loan products such as term loans, working capital
facilities, foreign exchange services and structured finance and trade financing products such as letter of credit and guarantees,
bill discounting, etc.

The revenue earned by the Bank during the year under report from this Segment was ¥ 3138.02 crore with a contribution of
% 556.03 crore to profit before tax and un-allocable expenditure.

TREASURY OPERATIONS

Bank's treasury operations comprise primarily of statutory reserves management such as SLR and CRR, liquidity management,
investment and trading activities and foreign exchange activities. As part of liquidity management, the Treasury primarily
invests in sovereign debt instruments and other fixed income securities. Bank also deals with commercial papers, mutual funds,
certificates of deposits and floating rate instruments in order to manage short-term surplus liquidity.

Your Bank engages in foreign exchange operations from a centralized location in Mumbai as an extended wing of Integrated
Treasury. Bank also offers a wide range of products and services for customers such as forward contracts, foreign exchange
products and services etc.

Bank has earned a total revenue of ¥ 1625.94 crore from Treasury operations with a contribution of ¥ 574.20 crore to profit
before tax and un-allocable expenditure.

OTHER BANKING OPERATIONS:

Bank offers a range of products and services including savings accounts, current accounts, wholesale term deposits, international
debit cards, Co-branded credit cards, depository services, online trading, Application Supported by Blocked Amount (ASBA)
facility for participation in public issuances, physical and digital locker facilities, mobile and internet banking services, payment
and remittance services etc. Bank offers these services through physical banking channels as well as digital channels including
internet or E-banking, mobile banking, E-lobbies etc.

This segment has generated revenues of ¥ 473.51 crore with a contribution of ¥ 118.99 crore to profit before tax and
un-allocable expenditure.
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PARA BANKING ACTIVITIES

With an aim to provide diversified financial products & services and to maximize value added services to the customers, Your Bank
provides Parabanking- Third Party Products such as Life Insurance, General Insurance, Health Insurance, Mutual Funds etc.

BANCASSURANCE BUSINESS
Life Insurance:

Your Bank has an association with PNB Metlife Insurance Company Limited for over 15 years, Life Insurance Corporation of
India Limited since 2017 and Bharti AXA Life Insurance Limited since last one year, for sale of their life insurance products.

In Fiscal 2020, Bank earned a fee income of ¥ 38.50 crore from life insurance business as compared to ¥33.06 crore in Fiscal
2019.

General Insurance:

Your Bank's joint venture with Universal Sompo General Insurance Co Ltd and collaboration with Bajaj Allianz General Insurance
Company Limited enables in offering health and non-life insurance products to the customers. In Fiscal 2020, Bank earned fee
income of ¥11.19 crore from its non-life insurance business as compared to ¥ 9.75 crore in Fiscal 2019.

The Social Security Schemes such as Pradhan Mantri Jeevan Jyoti Beema Yojana [PMJJBY] and Pradhan Mantri Suraksha Bima
Yojana [PMSBY] and NPS facility (National Pension Scheme) are also extended at all the branches of the Bank. Bank has also
launched Group Personal Accident Insurance Scheme - “KBL Suraksha” which provides insurance cover for accidental death. All
the Bank's SB account customers between the age group of 18 to 70 years can subscribe to this scheme by paying a nominal
annual premium with the facility of auto renewal and this social welfare scheme has become very popular.

DISTRIBUTION OF MUTUAL FUND UNITS:

Your Bank distributes mutual fund products of many of the major asset management companies in India to its clients as an
empanelled distributor. Mutual fund products are sold through Bank’s branch distribution network based on client requirements.
Your Bank has recently associated with Finwizard Technology Private Limited for online sale of mutual funds through their
technology enabled platform supported by the mobile application ‘FISDOM".

POINT OF SALE (“POS”) NETWORK

Bank provides PoS (swiping machine) services to merchant partners for collection of their payments in an automated manner. In
order to provide more effective payment solutions to clients, Bank has associated with ‘Mswipe Technologies Private Limited" and
‘Bijilipay” which enables us to act as independent referral service providers of both the companies for marketing, procurement
of business and assistance in providing services to the clients.

Your Bank has also launched 'Cash@POS' facility through its network over 11,900 PoS terminals installed at various merchant
establishments throughout India. It is a facility through which any other Bank’s customers can also withdraw cash using their
debit cards /open system prepaid cards (issued by Banks in India) at PoS terminals of the Bank.
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Under its merchant acquiring business, Bank focuses on strengthening its relationship with its merchant partners to open up
avenues of cross selling Bank’s transactional products.

CUSTOMER SERVICE

Your Bank is focused on providing excellent customer service to make the Bank distinctly more competitive. This necessitates
designing of innovative and cost effective mechanisms of delivering banking services efficiently. Bank is actively involved
in putting in place system and procedures on banking services rendered to customers and an effective grievance redressal
mechanism including an Internal Banking Ombudsman as per the guidelines received from RBI and IBA from time to time.

AWARDS AND ACCOLADES
Your Bank has bagged the following awards during the year under report in recognition of its achievement under technology

initiatives, social banking etc.

» IBA—Banking Technology Awards 2020 under the Small Bank Category in 3 variants.
« Winner in the category of ‘Best Digital Financial Inclusion’.
« Joint Winner in the category of ‘Best IT Risk Mgt & Cyber Security Initiatives'.
« Runner Up in the category of ‘Technology Bank of the Year'.
»  Best MSME offering under Private Sector category in ASSOCHAM 7th National MSMEs Excellence Awards, instituted by
ASSOCHAM.
»  Third Best Performed Bank award at National Level under Old Private Sector Bank Category for the year 2018-2019,
instituted by State Forum of Bankers' Club, Kerala.
»  BFSI Awards [For Excellence in Banking Financial Services & Insurance] under 2 categories, instituted by ABP News.
« Best Bank under Private Sector.
- Innovation and emerging technologies in banking sector.

»  ET Business Excellence Award 2019, in the category “Excellence in Banking Service”.

»  STP Award 2018: In recognition of Bank’s outstanding payment formatting and straight-through rate, instituted by Bank
of New York, Mellon.

»  Bank'sin-house magazine ‘ABHYUDAYA' —awarded as the Best In House Magazine in the National Awards for Marketing
Excellence presented by Business Television India (BTVI), Mumbai.

»  Atal Pension Yojana “Game Changers” award instituted by PFRDA on 01-07-2019, for achieving 100% of AAPB target for
the FY 2018-19.

FINANCIAL INCLUSION

Through the Financial Inclusion Plan, your 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, life insurance and health insurance etc.
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Your Bank has 386 branches (including 35 Ultra Small Branches) located in the rural and semi-urban areas and offer banking
facilities to the rural clientele. Our rural branches are also acting as Financial Literacy Centers (FLCs) and imparting banking
literacy among the rural populace. In accordance with Prime Minister's Jan Dhan Yojana (PMJDY), Bank has implemented the
revised Strategy and Guidelines for Financial Inclusion activities. Your Bank is actively participating in Direct Benefit Transfer
(DBT) Programme of Govt. of India, to transfer the benefits of various Schemes / LPG Subsidy directly to the beneficiaries’
Aadhaar enabled bank accounts.

As part of Financial Inclusion plan, Bank has been offering following services:

1. Business Correspondent (BC) services: Bank has tied up with Sub-K Impact solutions Limited to provide the BC services
and as on 31t March 2020, 119 BC Agents are covering allocated villages in the states of Karnataka, Andhra Pradesh and
Chhattisgarh.

2. Aadhar Enabled Payment System (AEPS): Bank has introduced AEPS transaction services offered by National Payments
Corporation of India (NPCI) at all Business Correspondent (BC) locations of the Bank and with this, Bank’s customer having
an Aadhar enabled SB account can transact at the BC point.

3. Financial Literacy and Credit Counseling Centers (FLCs): Bank has sponsored 5 FLCs at B.C Road, Tiptur, Hangal, Kundagol
and Alur (Karnataka) jointly with M/s Jnana Jyothi Financial Literacy and Credit Counseling Trust, Manipal. During the year,
the FLCs have conducted 3012 Financial Literacy campaigns in which 1,20,320 participants took part. In adherence to RBI
guidelines all the rural branches of your Bank are also conducting financial literacy Camps.

4. Social Security Schemes: Three Social Security Schemes-Prime Minister Jeevan Jyothi Bima Yojana (PMJIBY), Prime Minister
Suraksha Bima Yojana (PMSBY) and Atal Pension Yojana (APY) have been launched by Hon'ble Prime Minister on 15 June
2015. All the branches of your Bank are actively involved in providing these schemes to the customers across the country.

5. Prime Minister Jan Dhan Yojana (PMJDY): All the branches across the country are opening accounts under PMJDY and are
issuing RuPay Debit Cards. Since 15.08.2014, 2,39,573 PMIDY accounts have been opened with an outstanding balance
0f %.64.59 crore. So, far 77,886 PMIDY RuPay cards have also been issued.

CORPORATE SOCIAL RESPONSIBILITY

The Corporate Social Responsibility initiatives of the Bank are designed to make a positive impact on a wide range of areas of
social life like healthcare, education/ livelihood enhancement, empowering women/socially and economically disadvantaged,
environmental sustainability/ green initiatives, protection of heritage/ culture, promotion of sports, rural development, Swachh
Bharath etc., aimed at promoting 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, at an affordable cost.

Further, pursuant to Section 135 of the Companies Act, 2013 read with Companies (Corporate Social Responsibility Policy)
Rules, 2014, the Board has constituted ‘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 said Policy. The contents of

ANNUAL REPORT 2019-20 69



70

the CSR Policy along with the report on amounts spent on various projects/ programmes during the financial year 2019-20 is
detailed in Annexure V to this report pursuant to Rule 8 of the Companies (Corporate Social Responsibility Policy) Rules, 2014.
Under CSR activities, Bank has so far funded 1171 projects with a total financial outlay of ¥ 40.80 crore and these projects
have exhibited a total positive impact on the society.

HUMAN RESOURCES

Banking industry is exposed to various changes/challenges with the digitalisation taking the world by storm. The survival and
prosperity of any industry depends upon the quality of its human resource and banking industry is not an exception. Human
Resource Development is a continuous process to ensure development of employee competencies, dynamism, motivation and
effectiveness in a systematic and planned way. Accordingly your Bank attaches the greatest importance to employee satisfaction
and human resource development activities. Bank also has a Chief Learning Officer to oversee HR department aspects. Bank
has also introduced ECDS (Employee Career and Development System) by operationalizing the PMS (Performance Management
System).

Training & Development

Training plays a major role in Human Resource Development. Effective training is important for any organisation that aims
to gain competitive advantage through enhanced performance and excellent service from its employees. It is essential that
staff members are acquainted with required knowledge and skills to meet current challenges so as to perform the tasks
efficiently and prepare them to shoulder higher responsibilities. Your Bank deputes its employees to various training and
development programmes to upgrade their skills, competencies and contribution towards the growth of the Bank. The Bank has
a well-established Staff Training College which is awarded with the prestigiou