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 Expanding Our Dynamic Presence 

Ladies and gentlemen,

On behalf of the Chairman, Board of Directors and 
the entire fraternity of Karnataka Bank, it is my 
proud privilege to extend a warm welcome to each 

rdone of you to the 93  Annual General Meeting of 
your Bank.  

The Annual Report containing the Directors’ report 
and audited financial statements for the year ended 

st31  March, 2017 has been provided to all the 
shareholders of the Bank. On this occasion, I would 
like to draw your attention to Economic scenario 
and the performance of your Bank.

Global Economic scenario

As per World Bank forecasts, global economic 
growth will strengthen to 2.90% in 2018, on account 
of pickup in manufacturing & trade, rising market 
confidence & stabilizing commodity prices. 
Growth among the world’s seven largest emerging 
market economies is forecasted to increase and 
exceed its long term average by 2018. Growth 
activity in these economies should have significant 
positive impact for growth in other emerging and 
developing economies and globally. 

Indian Economic scenario

India has emerged as the growth engine of the 
world on account of its many far reaching domestic 
and international initiatives. The World Bank in its 
latest Global Economic Prospects  projected India's 
growth to 7.5% in 2018 and 7.7% in 2019. Similarly, 
Central Statistical Office of India has projected real 
GVA (Gross Value Added) growth for 2017-18 
at 7.3%. 

Banking sector

The major push of the Union Budget 2017-18 is on 
growth stimulation, providing relief to the lower 
and middle class, providing affordable housing, 
curbing black money, digitalization of the 
economy, simplifying the tax administration in the 
country, big infrastructure spending etc. A tax 
concession on provisions for bad loans also came as 
a relief for Indian banks which are struggling with 
huge stock of NPAs. The recent move of the Central 
Govt. & RBI in putting up fast track resolution of 
NPAs under the new IBC [Insolvency & 
Bankruptcy Code, 2016] will help banks to attempt 
resolution of many NPAs even though the stress in 
Corporate Balance Sheet is likely to continue. 
Similarly, the recently introduced GST will usher in 
‘one Nation, one Tax, one Market’ concept. Thus 
domestic factors appear to be ‘growth positive’ for 
the current year.

Performance of your Bank during 2016-17

I am pleased to inform you that your bank has 
made a reasonably satisfactory progress in all 
major areas of operation even though external 
factors were not that conducive for growth. The 
total business turnover of your Bank stood at 
`93,736.76 crore as on 31.03.2017 registering a 

growth of 11.07%. The total Deposits stood at 
`56,733.11 crore with a growth of 12.37% and 
Advances stood at `37,003.65 crore, with a growth 
of 9.15% as against Banking industry growth 
of 5.1%.

Further, I am pleased to inform that your Bank’s 
CASA share has improved significantly which 
constitutes 29.04% of the total deposits as on 
31.03.2017. The client base of the Bank was 8.2 
million as on 31.03.2017.

Priority Sector advances stood at 48.13% of 
Adjusted Net Bank Credit (ANBC) and the 
agricultural advances at 18.38% of ANBC. Your 
Bank has registered satisfactory progress in 
lending under various socio-economic schemes. 
Your Bank is regarded as one of the few well 
capitalised Banks, as the capital funds of the Bank 
increased from `4185.24 crore to `5172.16 crore, 
registering a growth of 23.58%. The Bank has 
consistently maintained Capital Adequacy Ratio 
well above the minimum of 10.25% stipulated by 
RBI as per BASEL III norms and as on 31.03.2017 it 
stood at 13.30%. Further, the market capitalisation 
as on 31.03.2017 was `3976.26 crore. Further, your 
Bank was quite active in the areas of Financial 
Inclusion also during the year under report.

The Gross NPAs and Net NPAs as on March 31, 
2017 stood at 4.21% & 2.64% respectively. Further, 
Provision Coverage Ratio (PCR) improved to 
54.00% from 48.39% as on 31.03.2016. Your Bank is 
making all out efforts to contain the NPAs by 
focussing on minimising the slippages and 
tightening the recovery mechanism. 

Your Bank earned an operating profit of `995.80 
crore registering a growth of 16.53% and an all-time 
high net profit of ̀ 452.26 crore.

Rights Issue 

To augment equity capital, your Bank had issued 
9.42 crore equity shares @ `70/- per share 
(including a premium of `60/- per share) 
aggregating to `659.65 crore, in the ratio of 1:2 
during the year under report.  I am very happy to 
inform you that the same was subscribed by 1.86 
times. I take this opportunity to thank all the 
shareholders for their overwhelming response and 
faith on the Bank.

Board Composition 

On retirement of Shri Ananthakrishna as part-time 
Non-Executive Chairman on 26.10.2016, Board had 
8 directors including a woman Director, of whom 7 
were Non-executive directors and 6 were 
independent directors (except  Shri P. Jayarama 
Bhat & Shri D. Surendra Kumar) as on 31.03.2017. 
Subsequently, as per the well thought of corporate 
succession and transition planning, Board with the 
prior approval of RBI, appointed Shri P. Jayarama 
Bhat as Part-time Non-Executive Chairman and he 
assumed the office on 12.04.2017. Eventually, I have 
been appointed as MD & CEO of the Bank and I 

assumed the charge on 15.04.2017. Hence, as of 
now, your Board consists of 9 Directors including 
a woman Director, of whom 8 are Non-Executive 
and 7 are independent. This composition of the 
Board is in line with Regulation 17 of the SEBI 
LODR (Listing Obligations and Disclosure 
Requirements). 

Dividend recommended

I am happy to inform that your Bank proposed to 
pay a dividend of  `4/- per share i.e. 40% on the 
paid up capital for the year ended March 31, 2017. 

Distribution Network

During the year under report your Bank opened 40 
new branches including 10 Financial Inclusion 
branches and as on March 31, 2017, the Bank had 
2148 Service outlets consisting of 765 branches, 
1380 ATMs and 3 extension counters covering 21 
states and 2 union Territories. In order to enhance 
the Digital Banking reach, the Bank has launched 
“24x7 e-Lobby” facilities and as on 31.03.2017 your 
Bank has 110 e-lobbies/mini e-lobbies consisting of 
ATM, BNA (Bunch Note Acceptor), Cheque 
Deposit Machines & Pass Book Printers, as the case 
may be. 

Furthermore, to demonstrate our commitments to 
minimise the carbon footprint, your Bank is in the 
process of turning “green” in its infrastructure 
management. As a first step in this direction, this 
HO Complex measuring about five acres is being 
converted into a ‘green complex’ and we are in the 
process of installing solar street lights. 

KBL VISION 2020

‘VISION-2020’ is an aspirational journey to emerge 
as a big, strong and vibrant Bank. Accordingly, 
your Bank has embarked upon a transformational 
journey and envisaged to reach a total business 
turnover of `1,80,000 crore with a CD ratio of 80% 
by 2020 and to expand the customer base to 13 
million from the present  8.2 million. To give 
further boost to this, we had organised a 
Management workshop recently and Board also 
had a special one day Strategy Meet. Accordingly, 
this initiative will be taken forward so as to make 
your Bank a force to reckon with in the days to 
come. 

Digital Banking Initiatives 

Your Bank is always pioneer in adopting 
technology driven delivery channels i.e. digital 
channels and bringing out innovations & value 
additions in its existing digital channels. 

Further, your Bank will also enable all "KBL Money 
Plant ATM" for 'Mobile Banking Registration' and 
'Aadhaar Seeding' by all the SB a/c holders of the 
Bank, very shortly.

Human Resources

Your bank attributes greatest importance to human 
resource development activities. 

Accordingly, your Bank deputes its employees to 
various training and development programmes at 
Bank’s own Staff Training College and other 
reputed training institutions across the country to 
upgrade their  skil ls  and competencies.  
Introduction of HRMS for the administration of 
entire HR activities has enabled the Bank to ensure 
paperless flow in majority of HR transactions thus 
creating value and improvement in the employee 
productivity. I am also very happy to share with 
you all that, our Staff Training College, Mangaluru, 
has recently secured ISO 9001:2015 Certification, 
which is regarded as a unique achievement in 
Banking industry.

The business per employee (excluding inter-bank 
deposits) has improved from `10.83 crore as on 

st st31  March 2016 to ̀ 11.74 crore as on 31  March 2017. 
Bank has been maintaining very cordial industrial 
relations. 

Economic and Statistical Research Cell

Under the ever-changing business environment 

and to stay ahead of times in terms of product & 
services offering, pricing and positioning, your 
Bank has recently setup an ‘Economic and 
Statistical Research Cell’ at the Head Office. This 
Cell is expected 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, positioning 
etc. at periodic intervals.

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 also to streamline rent payment of 
Branch and ATM Premises, a separate centralised 
cell is formed recently at the Head Office.

Enterprise Level Fraud Risk Management System 
(ELFRMS) Cell

Your Bank has implemented Enterprise Level 
Fraud Risk Management System (ELFRMS), an 
automated transaction monitoring system for 
detection of suspected frauds in customer accounts 
by forming a separate cell. The alert management 
system triggers various alerts on 24X7 basis under a 
range of predefined scenarios in potential fraud 
areas.  This initiative would minimize the future 
loss and protect interest of customer. 

Corporate Social Responsibility Activities (CSR)

The aim of the Bank is to be a ‘Commercially viable 
and Socially Responsible Bank’. Corporate Social 
Responsibility initiatives of your Bank are designed 
to ensure that the Bank adds social, environment 
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. During the last three 
years, your Bank has extended financial support to 
500 projects amounting to `14.66 crore and the 
impact has been found rewarding.

Customer Service and Investors Relations

Your Bank is known for its customer centric 
approach and is regularly rolling out various 
initiatives such as Single Window system, New 
Pension Scheme, Co-branded Credit Card etc. The 
Bank has also complied with all the 116 
recommendations of Damodaran Committee set 
up by RBI. Being a member of BCSBI (Banking 
Codes & Standards Board of India), your Bank is 

thranked 17  amongst 51 Banks under ‘Code 
Compliance Rating’ during 2016-17 with 81% score 
and ‘above average’ rating. 

Further, corporate communications assume 
significance for any listed company and hence, I 
propose to form an “Investors Relations Cell” 
during the current year to have effective corporate 
communications with the concerned stakeholders.

Awards & Accolades

I am very much pleased to inform that your Bank 
has received a record number of 12 prestigious 
awards instituted by reputed organisations like 
IDRBT, IBA, ASSOCHAM, FIEO etc. during the 
financial year 2016-2017. 

Further, during the current year, we are already 
conferred with four awards instituted by CIMSME 
- New Delhi, BNY - Mellon and PFRDA.

Corporate Goal for 2017-18

Your Bank has envisaged a goal of achieving 
`1,10,000 crore business turnover for the year 

2017-18, comprising of Deposit of ̀ 64,500 crore and 
Advances of `45,500 crore with a CD ratio of 70.5% 
thereby achieving a growth rate of 17.21% in 
business turnover. It is intended to open 35 new 
branches so as to reach 800 branches, 70 new ATMs 
to take the total number to 1450.  It is also proposed 
to open 40 new e-Lobbies/mini e-Lobbies in 
2017-18 so as to take it to a level of 150.

More thrust will be given to digital banking and the 
identified employees across the branches are being 
trained to handle the task more efficiently. It is also 
proposed to shift our Bengaluru Regional Office to 
a spacious own building at Basavanagudi, 
Bengaluru. Similarly, the Bank has purchased sites 
at Kolkata - Rajarhat and Tumakuru to house the 
respective Regional Offices and the construction 
may commence during the current year.

Tribute to Founders
thContinuing the tradition, on 18  February, 2017, 

your Bank celebrated its Founders’ Day as a mark 
of respect to the founding fathers. Padma Bhushan 
Awardee, Renowned Cardiologist, Prof. B.M. 
Hegde, graced the occasion and delivered the 
Founders’ Day Lecture. The lecture was followed 
by Carnatic Classical Vocal Music concert by ‘Priya 
Sisters’ - Vidhushi Smt. Shanmukha Priya & 
Vidhushi Smt. Hari Priya.
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Conclusion

Dear Shareholders,

I am aware of my responsibilities and expectations 
in this new role. I am optimistic about growth 
opportunities and at the same time realistic about 
the delivery pressures. We are all committed to 
strive hard to perform better than our previous 
best. With your continued support and patronage, I 
am confident that your Bank will scale greater 
heights in the years to come.

Thank you one and all for your gracious presence.

(Note: This does not purport to be a record of the 
proceedings of the Annual General Meeting)
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