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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
%

2005-2006 | 111113.06 | 1324316.04| 779156.78| 118483.88 | 17603.39 30 395 4346
2006-2007 | 123862.77 | 1403743.54| 955267.99| 143052.31 | 17703.44 35 410 4456
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
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DIRECTORS' 91° ANNUAL REPORT

Your Directors have pleasure in presenting the
Ninety First Annual Report together with the Audited
Statement of Accounts for the year ended 31* March
2015 and the Auditors' Report.

PERFORMANCE HIGHLIGHTS

Your Directors are pleased to inform that during the year
under report, 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: -

QATWCETTIT THORVOD 913 AT NI

w08 913¢ ToxFT [OQ, 31Fe BREE 2015§ @o@sﬁmozﬁ
BOHFT IRFT TOZRCOIOL B BRF Ted BT o IF
Bagona, SZWOBRFIT HTHOIROHR A, WROHOBLY AW,
ATerFI BOBRCRTETT.

mEoh LT

BRI [OO IRFTY AT, WO, IF, BT ANF eINTY
823000 TS RPIT @;Sg,&@: am& QAWeE 3T 5&?:’0338.
SHFT ITET TR T|W0D BeWIN 83 FYNT08H:

( in crore) (% doeenis®)
Particulars As on / for the As on / for the S=ene: 31.03.2015 ¢ 31.03.2014 ¢
year ended year ended ./ Srog oos

31.03.2015 31.03.2014 ) )
Deposits 46008.61 40582.83 Bemednsd 46008.61 40582.83
Advances 31679.99 28345.49 SNONBRD 31679.99 28345.49
Investments 15988.06 15226.78 TRAIND 15988.06 15226.78
Gross Income 5205.41 4694.41 2t BT 5205.41 4694.41
Operating Profit 773.38 687.05 ATFTTO O 773.38 687.05
Net Profit 451.45 311.03 Y o 451.45 311.03

The total business turnover of the Bank was
Z77688.60 crore as on 31* March 2015, an increase of
12.71 per cent over the preceding year. The total
assets of the Bank increased from ¥47028.80 crore to
¥51836.60 crore recording a growth of 10.22 per cent
forthe year 2014-15.

The total deposits of the Bank grew from ¥40582.83
crore as on 31st March 2014 to ¥46008.61 crore as on
31 March 2015, registering a growth of 13.37 per cent.
During the year, low cost deposits of the Bank, viz.
Savings and Current Account Deposits have shown
growth of 11.31 per cent and constitute 24.94 per cent of
the total deposits of the Bank. The market share of the
Bank in deposits was 0.524 per cent.

The total advances grew from I28345.49 crore as on
31* March 2014 to ¥31679.99 crore as on 31 March
2015, an increase of 11.76 per cent. The priority sector
advances increased from 312996.34 crore to
314344.96 crore which, together with RIDF exposure,
formed 46.82 per cent of Adjusted Net Bank Credit
(ANBC) and agricultural advances increased from
4790.27 crore to ¥ 5145.55 crore which, together with
eligible RIDF exposure, constituted 16.79 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 0.465 per
cent.

As on 31* March 2015, the total investments of the Bank
stood at3¥15988.06 crore as againstI15226.78 crore as
on 31*March 2014, an increase of 5.00 per cent.

WO ), BITOTHY 31 W[eFE, 20153 377688.60 Bocednt
DO, VW &OWE THEYOT e, 12.71 éz;ﬁ?mﬁd papletiy
e, e:f?io:i:o 347028.80 Bnee3onod I51836.60 3o &)@C&?D,
2014—15615 3e. 10.22 @z;me@@ TODLORPORT.

méoss 2830 Bemedodn 31 BweFs 201430 “aCSQ $40582.83
BREE3OWOTI, 31 F[I0eFF, 2015% 346008.61 Brocesn mcs% 3e.
1337 BB TDRNHIT. THT IO IRFIY DI, JOT
BeSINTT PPZTOD 3B Y 0eERW Je. 11.31TT) 20,
QAW LVOET Wk, BesSedod Be. 24.94 LRATXE. [ITTLOD
2.3 Bez3e3oDnY 08T 00T Je. 0.524.

e, [IVonEey) 31 [FE 201480TH (a% 328345.49
BREEIOWOT, 31 T 2015%& 331679.99 decednt &653%, 3e.
1L76 36 RBARORT. STFTITONT  FOONEIP 312996.34
3peeso00n 1434496 dnewdt 20T, TTNRIT  TOOY,
WIRROBOZ  ROTWRNTIOY AT [VONRTY (DDTWA)
3e.46.82 gRNEE, BROOT [ FATORE @oonwey) I4790.27
dpewdcnon 514555 deest DOTH, STRRIT TOOY,
WIRROBOZ DTWA ONY e, 16.79 T TROOT. AT
MTPRF-BHFE  CIReBINITOD  DTOBRT  BHORBRYLR
ZRBTRE  WRIH  DDCRADIT.  [RTLEOD kD),
SoRIRYY méoéss ©03 3e. 0.465 SNTTT.

31 SeesE, 2015%1§ méo%as Br@dodn 15988.06 %Ja@é.%ﬁe@ci%,

Q@ 31 B[ 201400 R15226.78 EIONMEMETCH
e. 5.00 IO aQ TGN,
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OPERATIONAL PERFORMANCE

In the competitive and challenging business
environment, the overall performance of your Bank
during the year 2014-15 was fairly satisfactory. The
gross income of the Bank was ¥5205.41 crore and total
expenditure (excluding provisions and contingencies)
was I4432.04 crore. The net interest income was
% 1168.85 crore.

PROFIT

Your Bank earned an operating profit of ¥773.38 crore
for the year 2014-15 as against ¥687.05 crore for the
previous year showing a growth of 12.57 per cent. The
net profit of the Bank increased from ¥311.03 crore to
%451.45 crore on account of lesser provision
requirement for depreciation. The net profit showed a
growth of45.15 per cent.

APPROPRIATIONS

The net profit of¥451.45 crore which along with a sum of
%0.16 crore brought forward from the previous year,
aggregating I451.61 crore, is appropriated as under.
The corresponding figure for the previous year was
¥311.12crore

RTT0E ATFTR

ATUFEE DD TOTOTYI TR T[TOT TOATTY, 2014-
15893 3, 083 2wipd ATEBHR FRQTTDONTT. 083
283, STRODEY) T5205.41 3eL303PNT, 2.4, FegR) (RRFP T3y
BBYT WeAOT BRTZON) J4432.04 3pcesodapnds. ARG G
&0 1168.85 dces SN,

SR

R, 908 2014-1509 77338 Bpced DTFIT ST,
DT, AP LoTe SHEHY J687.05 doceiodamh, Je.
12.57 EﬁE@Q TN, tROET DBY RPY) 3311.03 Bpeesonon

45145 Boest 008, A 3RD  IITO
@555330330@3?\6. ) @z:b%@@ 3e. 45.15 <03,

SNEFHED

NA3RENNLD
Y ooy 3451.45 dnee3odnodn, Lot IRFT Rexrd 0.16

dpcuiohe  w9RROBOZ iy 3451.61 dpeLsomy, IR
Fe82TT|OZ DJCIRENTCONT. HOTE BRET ODTRL ©0F

03 J311.12 Boces.

Appropriation Zincrore QRcieennsd Jdnewne
Transfer to Statutory Reserve 230.00 TATET 0L, OA SnorEs 230.00
Transfer to Capital Reserve 3.15 LOTY LneAON SFIE 3.15
Transfer to Revenue, General & gomRaR-FRRF, T3 HFet

Special Reserves 8487 0 J0R TMoras 84.87
Transfer to Investment Reserve 19.25 ~ TRBE eI IR JoFEEs 19.25
Transfer to Proposed Dividend WG IT SogR03 WITEMN

(including tax) 113.94 (301t Ac0moZ) o= 113.94
Balance carried to Balance Sheet 0.40 =3 Bem =R Sewwo3 Fedd 0.40
Total 451.61 W) 451.61
DIVIDEND Grthpler:1

Having regard to the overall performance of the Bank
and the positive outlook for the future, the Board of
Directors recommended a dividend of %5 per sharei.e.
50 per cent on the paid up capital (previous year 40 per
cent) for the reporting year. The dividend payout ratio for
the year works out to 20.87 per cent.

EARNINGS PER SHARE/BOOK VALUE

The earnings per share (basic) and the book value per
share as on 31* March 2015 stood at ¥23.96 and
179.84 respectively.

CAPITAL FUNDS AND CAPITALADEQUACY RATIO

During the year under report, the capital funds of your
Bank increased from ¥3729.55 crore t0I3973.18 crore,
registering a growth of 6.53 per cent. The Capital
Adequacy Ratio stood at 12.67 per centas on March 31,
2015, as per BASEL Il norms (Previous year 13.30 per
cent) and 12.41 per cent as per BASEL Il norms
(Previous year 13.20 per cent). The Bank has been

EROET RIIWEFONCED IVFTH T POKDT FI0FT SRLNIT,
RRSTY 0XBROW, TFT THFTY Je 2,033 I5/- 20T
TOTOCWE LOBTYE Be. S0TR, (20Ted SHE A Be. 403RD)
[Spiapler] Zbeaﬁoja?nul QTIeFTTIT DOTLATN SFOTRY, m&édagd.
THNE CoER0T BRHTTONT BRE SRS BOTPy Se. 20.87
SNIT.

3e0R I Sweod / YT :3305

31 Se5F, 20158 30,08 Se0T T SO (FRVLRT) BB
DFE IR, wFFTN 323.96 ) I179.84 SNTHITH.

WORTRY DY THTY WOBTRY JOZRETTo WROTeS
BRZ [OO IHFBY A, 08T WORY QI 3729.55

dpewicon 397318 deewnt 20T, e 6.53 e.—azgm@@@
ms)emﬁdagd 31 SooE, 2015§ WOBIY  TOITF TBD

oDTIY Bed” |l Y Fewas IRIFOBTOZ 12.67 SNTh,

(%030 JJE Je 13.30 =nd), Beder |l InITomTOZ
de. 1241 (Lomre B[RIE e 13.20) sSNPSB. B APIY
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consistently maintaining the Ratio well above the
minimum of 9 per cent stipulated by the Reserve Bank
of India. The market capitalisation as on March 31, 2015
was32348.99 crore.

FOREXBUSINESS

During the year under report, your Bank achieved a
turnover of ¥15005.22 crore in foreign exchange
business as against ¥12840.35 crore in the previous
year. The outstanding advances to export sector stood
at31680.42 crore as on March 31, 2015.

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 continuing slow down in the
economy and delinquencies in select sectors, the
Bank's, Gross NPAs as on March 31, 2015 has
increased from<835.93 crore (2.92 per cent) to 3I944.21
crore by the year end (2.95 per cent). The Net NPAs
stood at ¥623.55 crore (1.98 per cent) as against
%538.04 crore (1.91 per cent) as on 31* March 2014.
The Provision Coverage Ratio (PCR) computed in
accordance with the RBI guidelines works out to 50.54
per centas on March 31, 2015 (Previous year 53.21 per
cent).

CREDIT RATING

ICRA Limited and Credit Analysis and Research
Limited, (“CARE”) who had rated the Unsecured
Redeemable Non-Convertible Subordinated (Lower
Tier-1l) debt instruments issued during the earlier years
aggregating ¥600 crore have retained the rating
“ICRA A” and “CARE A’ respectively. 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 credit risk.

DISTRIBUTION NETWORK

During the year under report, your Bank has opened 75
new branches in 15 states - 6 in Andhra Pradesh, 2 in
Delhi, 1 in Gujarat, 1 in Haryana, 44 in Karnataka, 1 in
Kerala, 2 in Madhya Pradesh, 3 in Maharashtra, 1 in
QOdisha, 1in Punjab, 1in Rajasthan, 8 in Tamilnadu, 1in
Telangana, 1 in Uttarakhand and 2 in West Bengal. Out
of 44 new branches opened in Karnataka, 19 are in
Unbanked Rural Centres under Financial Inclusion
Initiatives of the Bank. Further, your Bank has added
300 ATM outlets at various locations during the year
2014-15.

As at 31" March 2015, your Bank had 1,679 Service
Qutlets i.e. 675 branches (which include 2 Corporate
Finance branches at Fort Mumbai & New Delhi-
Connaught Place, 10 Agricultural Development
branches, 160 specialised MSME Branches and 79
Financial Inclusion Branches), 4 Extension Counters &
1,000 ATMs spread across 21 States and 2 Union
Territories. Apart from the above, your Bank has 10

GRTSE0D ORIE LROD ANOBJBAT FAF 08 3e. 9.00808
m;ds YT, DT, OB ATOZTIN ﬁo&%&mom
OOTB. 31 =, 2015§ amdaﬁg 2 0TBIOPETTED
32348.99 Bsoces fjﬁdbgd.

DTed DR T[T
B3O [HETY AW, O8I QTBES QAT BRTTH)

215005.22  Bnced 3@&6%, 0TD 5&?5@2 Ay 12840.35
Boee3o3PN, 31 [o0wrE 2015% DOIIRFE TOMT PONTT e

R1680.42 Bees SN,
ODIVTT BAN DI Do e.-sz‘;)dii ORHTT

OTITT momnm ZWODR 3T amﬁ msosa R E
BRONT MO Y WWF WVTITT SANY TRRENTY z’sw
BoRBT B ozaaoé éﬁ@oﬁadaad mmm LSple e&r%éoﬁa
DWFOZ B @oﬁa :S@o&ﬁ%?cgs % R0roas 0rReoTN,

méoéc's 283 eﬁaﬁ)@gcsa e:s?_oocx\: m% 3] S 2015§§ 3835.93
doesneos (Je. 2.92) T944.21 deceinent 0T (Je. 2.95). dFY
@Kn@&dﬁ ej’gicm KDE&. 3] JEE 2015% 3623.55 Boees

(3e. 1.98) Bhd%, QW 31 FweFE 201489 3538.04 Fnces
(Be. 1.91) 8N, BOWT VPTF OTVTB/R, HoSEE0D O F
WO [PNRFTEIFFONTON S TIFTRNTY, ¥ 31 B[R
20158 Be. 50.54 SNT (L0T0 BRET 1o Je. 53.21)

;)ygmw?é ssaosmwas

PVTO TIVTTOT JEDF ORI #oﬂ@oﬁmd T, (VABTR) )
3R WTNET DY) 0FFF INEE (ARBTY)NW, OB
SRHEAYY wmm@ﬁo%mw 2epnead 600 e BT
PTTTLES QBRI wawsrmdw ©Hes (89T Beed II)
zmsee,@mf e ‘age-d’ WP, Feo - m@@aoswm
ORFmN P, T8 SPUY0FY) WOTE mégcr%ﬂc%, mm&
xodﬁéﬁ wsq:% ﬁoée:\%mﬂdo%d. SHF3 FTIN IO ﬂeﬁoﬁ:aﬁ)&
QWWT WIBPFIIH, WONRTH. QOTH INVDTIIND  WIY
BRI WVONTE 9ETONT/R, BRODIE.

TOODFIO TOLWS
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em@cm)oc%zs@ 1 35333 wé:ﬁp wormid@ 2. smrmw
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DGO KeTFTE ToBNRW Be0h) YV9TOE 4 DFTTO TOLT N
Y 1000 "oBEH D0 Feonnw, Be3TW 21 TowAYY
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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. Your Bank has
also successfully launched 24X7 e-lobby facility at 4
locations.

Further, for better ambience and improved customer
service, your Bank shifted 16 branches/offices to new
premises during the year 2014-15.

EMPLOYEES STOCKOPTION SCHEME

During the year under report, a total of 32,263 equity
shares have been allotted to the employees of your
Bank, pursuant to the exercise of options vested under
the Employees Stock Option Scheme of the Bank.
Disclosure in respect of Employee Stock Options
Scheme pursuant to SEBI (Employees Stock Options
Scheme and Employees Stock Purchase Scheme)
Guidelines, 1999 is given in Annexure | to this report.

MANAGEMENT DISCUSSION AND ANALYSIS
Macro-economic and industry Developments :

Macroeconomic fundamentals have improved with the
inflation declining by over 6 per cent since late 2013,
current account deficit has comedown from a peak of
6.7 per cent of GDP to an estimated 1.0 per cent in the
coming financial year. Since 2013-14 economy is
growing at 7.2 per cent on an average, based on the
new growth estimates.

Domestic economic activity is exhibiting the signs of
recovery and has strengthened during quarter ended
March 2015. Second advance estimates of the Ministry
of Agriculture suggest that the contraction in food grains
production in 2014-15 may turn out to be less than
earlier anticipated. The industrial sector particularly the
manufacturing sector appears to be regaining
momentum with the growth of production. For the full
fiscal year 2014-15, the government estimated that
the economy would have expanded by about 7.4%
representing a significant acceleration over revised 6.9
per cent increase for the previous year. Sustained
foreign portfolio flows aggregating US$ 38.4 billion
since April 2014 have stabilised the rupee exerting
downward pressure on long term interest rates,
reflecting in the yield on 10 year G-Sec and contributing
surge in the equity prices.

The annual rate of inflation, based on monthly WPI,
stood at -2.33% for the month of March 2015 (over
March 2014) as compared to -2.06% for the previous
month and 5.70% during the corresponding month of
the previous year. Annual average CPl inflation has also
come down to 5-6% compared to double digits or just
below for the last six years. The headline CPI inflation
receded over the last twelve months from 8.59 per cent
inApril 2014 to 5.17 per centin March 2015. As both CPI
and WPI data continues to comprehensively address
concerns over inflation, itis expected that the rates may
come down during the next financial year.

TRTeHT Bedeonishd, | ©OTITVLEOD Qgen, 1 ©3ERo3 3eog,
1 mom8 Aewo dMwdeod, 4 Ao Do, 2 ssa Zconw,
2 Feoleod ROXTER FeOTMEDd I 3 mom TRRS
AVFTED ToBNTR), L0 BROVT. D, 3,08 0HJLOITN
24X7 2-w® RE[BODT), TWTORATY, AW, 4 ISNVoT
WTNITONG.

FPTe, BN wIRFT DIRCPN WV MemT  Aeww
DPOBOD  wr;, ISNG AW, oD 2014-1589 16
msﬁﬁ@é;ﬁ)/ﬁzﬁeamﬁm 3033 ms WERT  S[TLNONR
N%O@@Nd -

P30T AR wol,

WOT  FTOT  JARTZ 0l TFoHobJod e 32,263
Q38 BRI, FFTON WRNBRLYIEONT. "Fe)" (DOTYOT
T STT DT DOW DOTPOWA WF TUeF T ReTT)
AONTJRTEONOZ  JOTF w0l DOI0F  IRAFTIFI
19998 ogobh TFWHIZDHR  B[RLINTD), T [SOOD
©R0G-18Y BTN,

FOORFFRO THOBY TUT ) DFeRB

5@@—&3@?63 DI emzsssa wzp:é@p :

nraie SRFTTD DROLRRENS 3e30F0N0T Ssaci)aid TOTIOR)
20133 RBOWOT VYTNDTINTY, Be.6TT, RGO DTN,
TOTREOF TIedeod WEIT TTBRBIQ 3e. 6.7007 wde vd
8008 RpooRT wo&z:iy RBROTED BHFT dmr% 5 3003
BBR), BGOR EB20% ée JIEe) QTLTITIOTD @omzﬂ SONTS.
saed F 0 womEToE 2013~ 14@06 SHFFZOD LY fbo& BT
méwrﬁmoafo AoeE0 Je. 7.20R), SNT.

2015 B[oeFF g @wAT0ZBY, edeod SHFT I0B[IIRD
BUORROT VB c4e30ION  [OTRWS  AeBB.  IX
TOTHOONT {0 BONT LOTRTOZ 2014-1589QF 593
OIS PTITICD B DI FRTL LOTRRARTEOE
BRX WL TLOTWIDROW  AOCEITONT. ﬁéméﬁ JOOD
DBeRB:  wTBT  ToR,  RBER  INBFES BRTOE
RReETRRORRY, WBTTIOD @zbwﬁ TRINRPORT. BHFT
RRE 2014— 15% Ndﬂd @om&odmoé SOHFTION ems R 3Be.
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As a part of monitory policy measure, RBI cut Repo rate
by 25 basis points twice on 15" January 2015 and 4"
March 2015. Cash Reserve Ratio (CRR) was maintained
at4.00 per cent throughout the year. There were frequent
changes to the overnight borrowing limits under Repo
and term Repo.

Benchmark ten year bond yields were 8.961 per cent at
the start of the financial year 2014-15 and closed the year
at 7.863 per cent. Benchmark yield fell between Oct-Feb
(Repo cut) and yield touched a low of 7.653 per cent
during the financial year.

Current Account Deficit (CAD) decreased to USD 8.2
billion (estimated) in FY15 from USD 10.1 billionin FY14.
Indian Rupee (INR) started the fiscal at 59.65 per US $
and ended the year at 62.59. INR was fairly stable and
touched a low 63.75 in December 2014. Forex reserve
increased to USD 341.38 bn in March 2015 from USD
303.67 bnin March 2014.

Development in the banking sector

The overall growth in bank deposits was in the range of
11.40 per cent during the year 2014-15 and gross bank
credithad grown at a rate of 9.5 per cent during the same
period. The Bank credit by Scheduled Commercial banks
including RRB stood at365,64,673 crore as on March 20,
2015 (Previous year ¥59,94,096 crore) registering a
growth of 9.5 per cent of which Food credit accounted for
394,418 crore and non food credit was ¥64,70,255 crore.
Non performing Assets of the banking system continued
to be on the higher side during the financial year also.

SCB's investments in Govt. Securities increased by
12.76 per cent during 2014-15 compared to 15.08 per
cent in the previous year and stood at ¥25,05,237 crore
(previous year322,21,650 crore) at the end of the year.

Opportunities

With the stable government at the centre and renewed
impetus being given to infrastructure by removing the
bottlenecks there are optimism and renewed interest to
invest in the Indian market. The thrust on skill
development and manufacturing sector emphasizing on
'Make in India', is expected to unleash the held back
investment decisions in the coming years thus creating
large lending opportunities to the banking sector. The
priority on Micro and Small Enterprises (MSME) is
another segment where Banks would find enough space
for lending in the coming days. Your Bank has already
identified the growth centres and prioritised the sectors
for credit growth. Retail credit especially the residential
mortgages is very promising and your Bank considers
this sector as one of the prioritized areas in the coming
year/s.

Outlook

From 2014 onwards, global growth prospects are
projected to improve over the medium term at a gradual
pace. In India, several reform measures have been

SHFT FRETHOD RTRTTHOD LONN, LT SO DI méoso,
15 ®T=O 2015 303 4 woeesFs 2015 et T 2390, @zpq)&ﬁ
SerinegRe dedeo Tedpe TOB[I, TG PO 25TR, IYRO
WOTWINT QVRBY.  INTY T @ss‘oe,-u‘oa‘ab‘;s‘avl
Be. 4.000ge B[RE  Tpée ﬂomo&ra%modai Beadpe B
RO SeFpeny éﬁo‘ﬁéw F[IOONT QN @ﬁoagrﬁ\
VBOTBRENEZ .

BowF B[RTE SNWT B, IRE  00BT WBO  2014-153¢
TTET RTOFTY Be. 8961&@& amorosﬁ 3e. 7.863 o3,
@&ra ucs—wwab smd paletsa mfr mo&%s fa%sb %@mam
(6%@@ mammﬁ) TR SHFE IRFTY BWB/O R, )
Be. 7.653893.

000800 BRTBCI (ANB) BT SeB[ON PRI SHFF [AF
20156 O3N0.DFF. WOT 8.2 WOODT (BWOTRBATOT) AW BHET

F 201489 o.QF. WOT 10.1 ROONTIX). FSIeoD
CRTDOW dc‘)Fs TTWETOFTY TR 59. ésdﬁdm 5"??03%
SRTPON T3 @w:ﬁ“@maom 62. 596 08D, HoTee oda
TRTIONOD B33 WTIes %dﬁe Slalasy @~ouc€ 201489 2T AW,
:msé PO, 63.753y, BIFAR. 2014 TREFFIY oS:ocDN mocs
303 67 u@o&m‘&o\d QTed  aveRen 2015 SowFERY
OIN.QF.TOT® 341. 38 uémvﬁ DO/

oy o%on® 8 (IR @zpaﬂ a

2014-1580Q  wR0BNY 2.t gemed ©RZHow Be. 11408
Beedong e:if\z:.b Qcse @dt;)od)@ uw BOONENRY dd@p
Eﬁe 956%\3 emd ToeFe 20, 2015§ ONEREI mséué
WROBNY T TS MRANCED LHORNY 2,43, TNONTY
BR. 65,604,673 3ReNTINTY, (20T STE I59,94.096 docks)
e 9.5 0T HROIRNS. UB0Y T FwonEH 94,418
3ReL303RNATH, T, TTTEIT JWONTR) I64,70,255 dees
SN, TR @@Fﬁ dardm eRO%0N wSNOSJ@#; ORTVTT
Sy BRT W F LT 2.

2014 - 1589 oAU w0, WHORNY ITHO FTENYYT
TRWIN Je. 12.760R), ﬁzégg@rimo@md 3000 SRETY AW
Be. 15.08 N, ITWFOIT BRBECH ek HeZ 325,05,237
BRcLINEd BN, (0T IHETY 22,21,650 octdnisd).

OTTOSND

3e0Tng AT ATHT MTBERT WO TTW WP
lpexdnY Meores PoEY SYTQN TSN WENE
BB LEWBAYD), BRMCVBR BRI SZRCZTNYE LTECOD
a’mcb%é%o:n@ TRRE JPBWTT NET NI 2SOT. TI©
SIS &)osoé mb ExE] emeazﬁm SoRTY ‘WMoer At QORI
wuaea'i% mam 5@0&)55@ d:ro:a’s Noas@ma: DRI,
2IROBOTT TOME, 0ONTE E%e@%om 5:3@@ SRRBRD m%m
édoﬁo@ﬁo mﬁ W Ty NBI  (RODTROY) dorié
QETERMIT @déo&m mwoudm osneyY s mxmé
EROTN PO momwa DFOILD WTTI :“m@&rac&éj
é% ?3@333@ 2’053 mosa éﬁmmﬂe BSTBrioDd %eodm}a‘n
TR, morﬁmzm@@ﬁ BT BORNRYIY, zmamm’.
BT SJ0ONB  DJeRIe mﬁﬁé Nz a&raeﬁs WO VBT,
POBATOONITONDY, VOO DINGY AT, OB 33
wc)o:bwai:% e:sz:sémdoﬁcs ﬁioﬁ.mfﬁ 3B t-sa?,og TRODT.

IRTIRCL

20148 30T, 2rds B3YRHR ©RTIND DI FVTY Fehero
BertpcTE BROWT LTVITT A0 VT. HITIBY DLW
DTTTRBJE  ODF  dpendnemd, SodeeAm, BOmOD



X@X The Karnataka Bank Ltd.

undertaken including clearance of several large
projects by the Cabinet Committee on Investment.
These steps could help in revival of investment and
growth in the economy. In addition, resurgence of
exports, prospects of revival in the global economy and
moderation in inflation observed recently, point to a
better outlook for the Indian economy in 2015-16 vis-a-
vis 2014-15. Increased economic activities, benign
interest rate environment and proactive policy initiatives
from the new Government may provide ample
opportunities to the Banks to increase the credit to
various sectors of the economy including agriculture,
export, industry etc.

BUSINESS GOALS FOR THE CURRENT YEAR

Your Bank has projected a growth rate at 17.1 per cent
in its business during the financial year 2015-16. While
deposits are projected to grow at 16.3 per cent,
advances growth has been estimated at 18.3 per cent.
Your Bank is confident of achieving the growth through
better customer service and operational efficiency.
Besides, the Bank also plans to increase its number of
branches to 725 by opening of 50 new branches
(including 13 Financial Inclusion branches) and ATMs to
1275 by opening 275 new ATMs. Your Bank is also
aiming at rolling out innovative technology based
products to suit the changing profile of our customers
such as Social Media Banking, Student Combo Card,
Card Less Cash, Mobile Apps, New Version of Internet
Banking, Image Card Solution, M-POS etc.

SEGMENT REPORTING

Pursuantto the Guidelines issued by RBl 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
2015asunder:

Treasury Operations

During the year ended 31* March 2015, your Bank has
earned total revenue of ¥1341.19 crore from Treasury
operations with a net result 0f3124.90 crore.

Corporate/Wholesale Banking

The revenue earned by the Bank during year under
report from this Segment was 31728.21 crore with a
contribution 0f%125.33 crore.

Retail Banking

During the year 2014-15, this Segment has earned
revenue of ¥2028.88 crore with a net result of ¥215.43
crore.

Other Banking Operations

During the year ended 31* March 2015, this segment
has generated revenues of ¥107.13 crore and a net
result ofX¥79.57 crore.
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RISKS AND CONCERNS

In the normal course of business a Bank is 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 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
the 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 that is dependent on the willingness to take
risks in the normal course of business. A Board level
committee, viz., Integrated Risk Management
Committee of your Bank periodically reviews the risk
profile, evaluates the overall risks faced by the Bank
and develops policies and strategies for their 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. 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 Il -Market Disclosure requirement,
your Bank has made a detailed Pillar 11l 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 put in place for better
understanding of the likely impact of adverse market
movements/events on the capital and earnings. The
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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.

In line with guidelines issued by RBI, your Bank has
reviewed the set-up of 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 the security
related issues/implementation within the Bank.

To evaluate and review the business performance of
various business units/customers, your Bank has
initiated the Fund Transfer Pricing (FTP) and Customer
Profitability Management System (CPMS).

INTERNAL CONTROL SYSTEMS AND
COMPLIANCE

Your Bank has put in place an effective and robust
internal control apparatus, commensurate with its size,
geographical spread and complexity of its operations.
The macro 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 Department in charge of the entire
compliance functions of the Bank.

An effective and sound internal audit function plays an
important role in contributing to the effectiveness of the
internal control system. The audit function would
provide high quality counsel to the management on the
effectiveness of risk management and internal controls,
including the regulatory compliance by 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 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 RBIA assessment is undertaken, inter-alia, for the
purpose of drawing the annual audit plan. The risk
assessment would, as an independent activity, 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 departmentis devising the RBIA
risk assessment methodology, with the approval of the
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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. Your Bank also covers select branches under
concurrent audit, the aggregate turnover of which
account for over 66% of the gross bank credit and over
51% 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, 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. Bank may also be
covered under Risk Based Supervision under
Supervisory Programme for Assessment of Risk and
Capital (SPARC) of Reserve Bank of India in the coming
years.

As an important element in Corporate Governance
structure, the Bank has set up a robust Compliance
function with sufficient independence supported by a
healthy compliance culture within the organization. The
Bank's compliance function 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, subject to the
oversight by head of compliance, ensures 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.
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HUMAN RESOURCES

The present banking system is a result of reforms and
policy changes that have taken place in the past.
A globally competitive economy requires a robust and
competitive banking system.

Efficient human resource management is one of the
most essential requirements for banking sector to
succeed in this competitive world. Technology plays an
important role in the development of able human
resource management system. In this regard your Bank
is in the process of implementing a comprehensive
Human Resource Management System (HRMS)
encompassing a robust employee information and
streamline various HR functions ultimately aiming at
improving the efficiency of the employees.

Recognizing the vital role the training plays in improving
the productivity and efficiency, shouldering higher
responsibilities and to understand fast changing
scenario of banking industry, your Bank has in place a
well equipped training college with experienced faculty
members to impart training to the various categories of
staff members throughout the year. Apart from
conducting training programmes at its staff training
college your Bank deputes its staff members to the
training programmes conducted by reputed institutions
such as IIM, Ahmedabad, National Institute of Bank
Management (NIBM), Pune, College of Agricultural
Banking (CAB), Pune, Institute for Development and
Research in Banking Technology (IDRBT), Hyderabad,
SIBSTC, Bengaluru, Indian Institute of Banking and
Finance (IIBF), Mumbai etc. During the year 2014-15,
the Bank has deputed as many as 1476, 652 and 161
personnel to various trainings/ workshops/ conferences
in the category of Officers, Clerks & Attenders
respectively.

Maintaining cordial industrial relations is one of the top
priorities of your Bank and your Bank was able to keep a
very amiable industrial relationship during the year
under report. The number of employees in the Bank
stood at 7382 as on 31* March 2015. The Business per
employee (excluding inter bank deposits) has improved
from ¥958.76 lakh as on 31% March 2014 to ¥1051.78
lakh as on 31 March 2015.

Your Bank has put in place 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 workplace and redressal of
such complaints. The details of the complaints received
under the above Policy for the year under report are as
under:
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Number of complaints pending as at SHFF BTFT TWOOFTY, Wos YOVOTT | (o< < e

the beginning of the financial year NIL BRINAY 0, 2 =

Number of complaints filed during the NIL SOFE BTEDO 0T TRTNG Boss SRYEE AL

financial year ® ) 2

Number of complaints pending as on BHFE TRET WOTTY 0% YPOTI

end of the financial year NIL SRt KOs, oIRPTR AQ
DIRECTORS QBes 3BTy

Your Bank has ten Directors, all of them except
Mr. P Jayarama Bhat, Managing Director and CEO are
Independent Directors as on March 31, 2015. The
details of the criteria for appointment and remuneration
of Directors are provided in the report on Corporate
Governance forming part of this report.

INDEPENDENT AND NON-EXECUTIVE DIRECTORS

Pursuant to the provisions of Section 149(6) of the
Companies Act, 2013 and Clause 49 of the Listing
Agreement entered into with the Stock Exchanges,
your Bank has received necessary declarations
from all the non-executive directors viz., Messrs.
Ananthakrishna, SV Manjunath, D Harshendra Kumar,
Dr. H Ramamohan, T R Chandrasekaran, Ashok
Haranahalli, Mrs. Usha Ganesh, Rammohan Rao Belle
and B APrabhakar confirming that they meet the criteria
ofindependence for Independent Directors.

WOMAN DIRECTOR

Mrs. Usha Ganesh is on the Board of the Bank since
July 31, 2013 and thus the Bank complies with the
requirement of having a woman director on the Board as
per Section 149 of the Companies Act, 2013 and Clause
49 of the Listing Agreement.

MANAGING DIRECTOR AND CHIEF EXECUTIVE
OFFICER (MD & CEO)

Mr. P Jayarama Bhat has been the MD & CEO of the
Bank since July 14, 2009 with the approval of the
Reserve Bank of India and the members of the Bank
from time to time and his present term would come to an
end on July 13, 2015. The Board at the meeting held on
March 27, 2015 has re-appointed him for a further
period of three years and also revised the remuneration
etc., subject to the approval of the Reserve Bank of
India and the members of the Bank. Accordingly
approval of the members is being sought for his re-
appointment and revision in the remuneration etc.,
subject to approval of Reserve Bank of India.

OTHER CHANGES IN THE BOARD

Mr. T S Vishwanath, after completing the term of
eight years, has retired from the office of Director in
accordance with Section 10A(2A)(i) of the Banking
Regulation Act, 1949 on January 4, 2015. The Board
places on record its appreciation of the active
involvement and useful contributions made by Mr. T S
Vishwanath during his tenure.

14

3¢ B.oF

3] BRFE 2015300 AT méoﬁb T W00 ad\rzﬁifdaﬂa mmm
[Cone] wjﬁ' samws adc:éﬁcﬁa :;333 slanly ﬁaoﬁ)s—'amraﬁ
OTVOND dCS ée Q. BOPTOI zﬁx@ DTV, BRTDIB
PITIT FBOZ Rderssmﬁ%ﬁmd ©=3YT éermméom OTFE,
m&dowm aas 0B aderssc&m@ﬁ QBT BOLORI
YBYTHRY  DTTHLR, a8 RoDoH bwplafvelal mo;’%}% TTRI
waaﬁ eTTY deBSANT.

*‘303 Ty FOHEITET 8033 VeI

30 0%y, 2013, DRt 149(6) 0By DIOTF FTHTY 49 WJOD
A, ROV DY TIONFITOFTIEIT ATIEF JIONTRT AT B¢
©TOBTH, O Q. WOWTT, B. THFOT DVTPT', Tl .
TODBRCBT, 8. BT WOTFeDTT, WENCT TOTITY, S
TP NECT, ToRNBRTI Do B3¢ DT W.o. BJywsd
VBRNLOT O, ATeFIFCINL BT WTFE YOFTTONTHT
D0 T PCFTLOTT), TBETIROATET.

&P AW 33

5eEE YVTW NFBESTTIT AJ90T 31 meﬁ 2013 o0 moéaﬁ
acﬁersw BOBPORYTY, BT FOK, 2013 N 149 éDocs
493 ©3e3008 ABeFTIO mocs@ofneg WDvo  ATJerTID
fad@ezﬁeém&aﬁ TOONTTORN EIONTJZ,  ¥WT Bemrd
TRODERPPAT.

55'? 3 AVETTF W), TR FONTATF DT WHTO
(QO Cé I 2.9.0)

50 &. WORTIT FeF LTI mcﬁ 14, 2009003 méoas R0.8.
ma 2.9.8.. BN TORE mr&mém 3 [eTNTOSOW O
?m@%é msoés ATRD W) mdéeo&n ORI moés
tariodeotnt dﬁdosg’ 9xT '_";3:3 PoRO WG 13, 2015%
mﬁoiy@d [aIplel] “Rewe 27, 015503 asdﬁcs ‘é)denﬁﬁd
TDOTHOD BHONY Se030ET @@@Umﬁ;)ojoaiapl TNOTIED TR
m&r% D[RODTORT  JFCD TN  [OLRRT geepla)
mwm QEOFCNATN, AP, TOTECON DRTE msof mso
mo%ﬁ NdemE; @mmm% BRTODL3CTNT. 0T waoa*
ejwe oaofmd @mmmso&m QoegRTY, R,083 NSF
fozsfod@ 3 FOTPFTY &e03nST a@md fmmasaofn TR
5mrmf BNOTRRT, Nomaaﬁ fa@@ri%? ézﬁ% OWRCTS
O3RN,

DB ITT SHOTBVODY VT WHRTFNLL

b B.OF. @5@&;7 ©FTY ATEFITT  DOTHOID
TR, Uoﬁdwwmaﬁ Haa“% FOOOTY QO mﬁ;maﬁaﬁi
_ﬁ@md&@d@ow WWOBONT DONOZED FvodHy 1949, Leent 102

(22)(i)zo3 @moé ®I[O 4, 2015808 QI FooNTRS.
. @%mz;ﬁ Covel 3:»3 FUOTHONYT BFOD meﬁ@\@g@%
BB YOTOINT  BRWANEMN  JTEFTFT OBV g3,
BeRonw, DO,




X@X The Karnataka Bank Ltd.

Further, the Board has appointed Mr. B A Prabhakar,
former Chairman & Managing Director of Andhra Bank as
an additional director on September 6, 2014 and as per
Section 161 of the Companies Act, 2013 would hold office
upto the date of ensuing Annual General Meeting. Bank
has received necessary notice under Section 160 of the
Companies Act, 2013 he proposing his candidature for
appointment as an Independent Director of the Bank at
the ensuing Annual General Meeting. Having regard to
his vast and rich knowledge and experience in the field of
Banking and Finance, your Directors recommend his
appointment. The brief resume and other details relating
to Mr. B A Prabhakar are furnished in the notice of the
Annual General Meeting.

NUMBER OF BOARD MEETINGS

During the year under report the Board had met 16 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 several Committees which were
constituted as part of the best corporate practices and to
comply with the requirements of relevant provisions of the
applicable laws.

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,
other customers, employees and the society in general
and maintain transparency at all levels. Adetailed report
on corporate governance practices is given as Annexure
Il to this report.

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, 2015 is annexed
(Annexure V).

PERFORMANCE EVALUATION OF THE BOARD

The Nomination and Remuneration Committee at its
meeting held on November 22, 2014 and the Board of
Directors at its meeting held on December 29, 2014
respectively, had laid down criteria for 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, 2015 have reviewed
and evaluated the performance of Board as a whole,
Chairman of the Board and the Managing Director and
CEO.

15

BYBe J¢ RO, JPPIT, BOF W0T LOTD WFFWL I
awwwas QTIeF TI, qxdm moﬁa STYT  DOTBYOD
ﬁz&ma RABHTTON Ao 6, 201460&33 30D 50 2013,
&Jmﬂ 1613 @3033 NGdem@N%@O@C% oW wd@daw
papielery a:bmmﬁcd) DTWOTTIOR  WHTOTACTTINTLTOWR.
BoBY A% 2013 QR 1603 ©Zeh, WOIT  BBOZ
JBerTToON BT, LPHFITTR, ARWR AT ABVT SpcLieR
mo%rﬁ BORT, R8T DOTOHLIODOTN 9T *asfsrﬁ.@%ﬂeﬁd
éeo&wéd é:)éeoja wRoton”  FeITYT  Tg, w9 msa
SRNARIITIN warﬁz'éN, T, adera‘ﬁ& e} éemﬂéodaaﬁa
CEsSIez] mmagd ¢ Q.. wmﬁd QBT BTDTOWOD &Y ‘aéd
mcmfm% TOAFF TR0 BRCLCAZPODT TFLIRONT.

STRYS HOTBLOS Ko Boss
[OO THBY SEYZ ORYOD BTHT ), 16 200 Bl
BONATY, FTOO0H QFONYRY & FTOLOD gRneen FOAT
TIOAT TOYLTTY BTN,

QB ITT THOTLO RSN

VOB BT BINSNIT), BRODT, VRN VBT moaés
R0 JeRIMN T 0P ST IR ONENY WIS
ToMR BOTWOBMNONS RO,

SRV OB Tz TH3) FWENG TeIoD DTOML, YN Te3d,
IBENH/VGeDNY ©WHTT, TWog am@ﬁ@ézﬁaﬁl =t Elvielalovs)
RN AORT TTIAITY TN,

"aom TexS

zm moﬁo ea:fosm wow Estonit asasm TROI udmﬁm
Saﬁ.@@% msoﬁs Ndr m@)mdcmj e?ed,mdda 6@59653,6&)
maﬁda ENSEM] JPBOT Tome TINDWN B[ERT 603%6033;33
emofm&@ofém ATFITBOD  FSE ATZOR wdzﬁﬁr%éoﬁnaﬁa
@mmw rLC) ey wcﬁémfaﬁa &aomioéd Fsplelt] w%wﬁé
TOWORAT aadmd ad&)o:mab =] mm?ﬁ jelalews) @a‘nwocs
NI3Q dedwons.

TRXFE BRWS IO T

BoTB Focd) 2013, Qggen 92(3) Tone OB (VIwBeerHow
DA @aaﬂesas@) SRer 20148 Do 12(1)3 eaaimomﬁ
mo%s a’ami-'i =R0&%S wD@oL wwm /wéom‘n 31, @S
2015% TOWORATOZ VeTWEONTS (@abwoz; V).

ATWeETTT DOBWYON AT :sa@smass

TRBowT 22, 2014 TOW IRT JATEFBT DB BOLOR
ESTAVEIOVWF A =B QRHOWT 29, 2014300 HTNT JTer 33
WDOTBPOD  BPNYY, JTerTF  TOWYOD RBBT, ©FgecD
ébecix:;pd, 555m@w3 QATIerTT DB TS TOONFITOFHT
BOTONY, JTBEFIT OBYON  FWENT DY 2.£3TOITN
QATEFTT ROTBLOD moémm BsSpleVy g@o&:omabq ﬁér{fae}%as
DEOF ORI,  LONECTORLOORN, WHTOZ AVeFITT, ATV TT
TOTWPOH B BWSNY z@@émm TRE B RO BT
BewdodI, S8 WOLOD RN TOYT TPeRs TOYETY
REFORNT. wIRoDN 27 WFE 20150000 I3 ZBOE,
AT eF 3TN @ééeﬁ BPoDY, ATerTF OB @z;gd,
0.8, T 2.20.8.TBT B 2.ETOIIN JTFEFTT OB
Aawes =) w%mwaﬁr%o&s@md



91" ANNUAL REPORT 2014-15

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,
2015.

DIRECTORS' RESPONSIBILITY STATEMENT

In accordance with Section 134(3)(c), 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, 2015 and profit and loss account for that

period.

(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 other irregularities.

the directors have prepared the annual accounts
ona going concern basis.

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.

(e)

(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.

Management Discussion and Analysis

The Management Discussion and Analysis Report for
the year under review pursuant to Clause 49 of the
Listing Agreement with the Stock Exchanges is
presented in a separate section forming part of this
report.

WHISTLE BLOWER POLICY

The Bank has implemented a Whistle Blower Policy
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.
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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 Chairman of the Audit Committee, in
exceptional cases. The functioning of the Vigil
mechanism is reviewed by the Audit Committee from
time to time. The details of Whistle Blower Policy is
posted in our website and available at the link

www.karnatakabank.com/ktk/ProtectedDisclosure.jsp

CONTRACTS OR ARRANGEMENTS WITH
RELATED PARTIES

All related party transactions that were entered 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.

The policy on dealing with Related Party Transactions
as approved by the Audit Committee / Board has been
placed in the website of the Bank.

Considering the fact that all related party transactions
were entered into by the Bank in the ordinary course of
the business of the Bank and were on arm’s length
basis, form AOC-2 is not applicable to the Bank.

STATUTORY DISCLOSURES

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 as under:

a) 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.
b) Foreign Exchange Earnings and outgo: During
the year ended March 31, 2015, the Bank has
earned %44.79 crore and spent ¥10.98 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.

d) 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. P Jairama Hande, CFO and Mr. Y V
Balachandra, Company Secretary of the Bank were
the Key Managerial Personnel of the Bank as on
March 31, 2015 as per the provisions of the
Companies Act, 2013. None of the Key Managerial
Personnel has resigned. However, the Board has
designated Mr. Raghurama as CFO in the place of
Mr. P Jairama Hande w.e.f. May 7, 2015.

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.

Employees who are in receipt of remuneration
exceeding rupees sixty lakhs etc.: There were no
employees who were in receipt of remuneration
during the year 2014-15 requiring disclosure under
Rule 5(2) of the Companies (Appointment and
Remuneration of Managerial Personnel) Rules,
2014.

)

AUDITORS
a. Statutory Auditors

M/s. Kamath & Rau, Chartered Accountants,
Karangalpady, Mangaluru-575003 and M/s. Abarna
& Ananthan, Chartered Accountants, # 521, 3rd
Main, 6th Block, 2nd Phase, BSK 3rd Stage,
Bengaluru-560085 would retire as joint Statutory
Central Auditors of the Bank at the ensuing Annual
Meeting of the members of the Bank and are eligible
for re-appointment subject to approval from Reserve
Bank of India. 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. Accordingly the Board of Directors of the
Bank has recommended their re-appointment as
Statutory Central Auditors of the Bank to hold office
from the conclusion of ensuing AGM till the
conclusion of next AGM on remuneration to be
decided by the Board/Audit Committee for the
approval of the shareholders.

b. 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, 2015. The audit report from the
Secretarial Auditor is annexed to this report as
Annexure V.

CORPORATE SOCIAL RESPONSIBILITY

Businesses are an integral part of society and play a
critical role in the sustenance and improvement of a
healthy ecosystem, in fostering social inclusiveness and
equity and in upholding the ethical practices and
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good governance. It is believed that integrating social,
environmental and ethical responsibilities into
governance of business ensures long term successes,
competencies and sustainability. With this in mind your
Bank continues to fulfil its various social responsibilities.
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
initiatives like participation in social, cultural,
educational, environment awareness activities etc.,
aimed at improving the social values, promotion of
cultural heritage, knowledge, standard of living and the
quality of life of the people and the environment at large.
The Bank firmly believes that being an integral part of
society, it is the inclusive growth of society which
contributes ultimately to the growth of the Bank and in
this direction, 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 afair and transparent
manner, at an affordable cost. Towards this end, your
Bank had opened 19 branches in unbanked rural
centres during the financial year 2014-15 as part of its
financial inclusion initiative, thus taking the total
Financial Inclusion branches to 79.

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 Policy. The contents of the CSR Policy
along with the report on amount spent on various
projects/programmes during the financial year 2014-15
is detailed in Annexure VI to this report pursuant to Rule
8 of the Companies (Corporate Social Responsibility
Policy) Rules, 2014.

CUSTOMER SERVICE

The customer has always been the focal point of our
initiatives. We have been endeavouring to empower our
customers by rolling out innovative products and
services through optimal use of technology without
compromising on the quality of service rendered across
the counter and without losing sight of the safety and
security aspects. In this direction, the Bank has
introduced the Online Grievance Redressal System to
ensure quick and speedy redressal of complaints of the
customers in order to provide hassle free banking
experience. Through this system, the customer can
lodge a complaint and track the status of the complaint
online, through the Bank's website. The 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. Most of the
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recommendations made by the said Committee have
been complied with and the remaining few which
require up-gradation of the Bank's Core Banking
Solution are being pursued for early compliance.

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
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 un-banked 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 675 branches,
Bank has 140 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
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 Card under the
domestic card payment scheme launch by the National
Payments Corporation of India (NPCI).

Brick and Mortar Branches:

As on March 31, 2015 Bank has covered 529 villages of
101 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, 2015, 121 GPs with 149 SSAs covering 561
villages of Karnataka, Andhra Pradesh and
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Chhattisgarh States were covered under the above
arrangement.

Ultra Small Branches (USBs):

The Reserve Bank of India has allowed banks to open
'ultra small branches' in rural areas of the country such
that business correspondents (BCs) can conduct
operations and thereby boost confidence of customers
to use their financial services. Bank has 37 USBs as on
March 31,2015.

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, Ballary
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 four FLCs at BC Road, Hangal,
Tiptur and Kundagol in Karnataka. During the financial
year FLCs sponsored by the Bank have conducted 757
Financial Literacy campaigns and 33,910 participants
had been covered. In adherence to RBI guidelines, all
the rural branches of our Bank are conducting financial
literacy Camps.

AWARDS AND RECOGNITIONS

Your Bank bagged the following awards during the year
under report in recognition of its achievement under HR,
technology initiatives as well as for social banking.

< Certificate of Excellence for Social Banking by
ASSOCHAM, India, at 10" Annual Banking Summit
cum Social Banking Excellence Awards 2014.

MSME BANKING EXCELLENCE AWARDS -2014”,
initiated by CIMSME [Chamber of Indian Micro Small
& Medium Enterprises], under the following
categories:
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i. BestBankAward for New Initiatives - Runner Up

ii. Best Bank Award for CSR & Green Initiatives -
Runner Up.

< Your Bank's MD & CEO, Mr. P Jayarama Bhat, has
been awarded the Asia Pacific HRM Congress
Awards 2014, under the category “CEO with HR
Orientation”.

< Your Bank's MD & CEO has been honoured with the
“‘New Year Award, 2015”, by the President of
Academy of Higher Education, Manipal University,
Manipal.

Further NQA, a leading assessment, verification and
certification body accredited to the United Kingdom
Accreditation Service (UKAS) has renewed ISO
27001:2013 certificate for our three IT set-ups viz. Data
Centre, Near Line Site and Head Office-IT Department
including Disaster Recovery Site.

ACKNOWLEDGEMENTS

Your Directors would like to place on record their
sincere gratitude to the Reserve Bank of India, other
government and regulatory authorities, financial
institutions and correspondent banks for their continued
guidance and support. Your directors also place on
record their gratitude to the Bank's shareholders,
depositors and other customers for their continued
support, patronage and goodwill. Your directors
express their deep sense of appreciation to all the staff
members, for their contribution in your Bank's quest for
sustained growth and profitability and look forward to
their continued contribution in scaling greater heights.

For and on behalf of the Board of Directors

Place: Mangaluru Sd/-
Date : May 22, 2015 Ananthakrishna
Chairman
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ANNEXURES FORMING PART OF DIRECTORS' REPORT

ANNEXURE |

Disclosure in respect of Employee Stock Options Scheme pursuant to SEBI (Employees Stock Options
Scheme and Employees Stock Purchase Scheme) Guidelines, 1999.

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,
20009.

The status of the options outstanding under the Employee Stock Options Scheme (ESOS - 2006) as at March 31,
2015isasunder:

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. 116271 932 114158
Number of Options granted during the year Nil Nil Nil
Pricing formula-After adjustments for the rights issue 3 46.20 per 3 46.20 per 3 46.20 per

option/share | option/share | option/share
Number of Options vested during the year Nil Nil Nil
Number of Options exercised during the year 12525 0 19738
Total Number of shares arising as a result of
exercise of options during the year 12525 0 19738
Options lapsed / forfeited / cancelled (nos) 30229 680 21552
Variation of terms of options Nil Nil Nil
Money realized by exercise of options, including premium (%) 578655 0 911895.60
Total Number of Options in force as on March 31, 2015 73517 252 72868
Grant to Senior Managerial Personnel during the year Nil Nil Nil
Employees receiving 5 per cent or more of the
total number of options granted during the year Nil Nil Nil
Employees granted options equal to or
exceeding 1 per cent 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.
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ANNEXURE I

DISCLOSURE UNDER PILLAR Il 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 aninvestment.

2. CAPITALSTRUCTURE

. No. of Face value Amount

e equity Shares per share (X in crore)

1 Authorized Capital 300000000 10 300.00
2 Issued Capital 188469383 10 188.47
3 Subscribed Capital 188463305 10 188.46
4 Called up/Paid up Capital 188446755 10 *188.46

*inclusive of forfeited shares
The Bank's shares are listed on the National Stock Exchange of India Ltd and Bombay Stock Exchange Ltd.

During the year ended March 31, 2015 the Bank has allotted 32,263 equity shares to employees under its Employee
Stock Option Plan and 2120 shares issued upon release of entitlements kept in abeyance in relation to issues of
earlier years. Apart from the above, Bank has not raised any capital by IPO, Rights or by Public offer during the year
ended March 31, 2015.

Breakup of Capital Funds:

The Tier | Capital of the Bank comprises of

(X in crore)
Paid up Capital (Including forfeited shares) 188.46
2 | Reserves 3180.67
Total 3369.13

The Tier Il Capital of the Bank comprises of  in crore)
1 Undisclosed reserves 16.75
2 | General Provisions and Loss Reserves 232.30
3 | Subordinated debts eligible for inclusion in Lower Tier 2 Capital 355.00
Total 604.05

The Total Capital comprises of & in crore)
1 Tier | Capital 3369.13
2 | Tier Il Capital 604.05
Total 3973.18
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Details of the aggregate amounts of the Bank's total interests in insurance entities, which are risk-weighted:

Name of the insurance Principle 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 crore 15% CRAR is reduced by
General Insurance Insurance 0.07%
Co Ltd/India

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 Il for credit, market and operational risk and the capital
adequacy ratiois detailed below.

(X in crore)

A Capital requirement for Credit Risk

- Portfolios subject to Standardized approach 2534.85

- Securitization exposures -
B Capital requirement for Market Risk

Standardized duration approach 150.04

- Interest Rate Risk 96.72

- Foreign Exchange Risk 1.35

- Equity Risk 51.97
C Capital requirement for Operational Risk

- Basic Indicator approach 196.90
D Total Capital requirement 2881.79
E Total eligible Capital Funds of the Bank as per Basel Il 3973.18
F Total Risk Weighted Assets 32019.91
G Common Equity Tier | ratio (CET1) (%) 10.52%
H Tier | CRAR (%) 10.52%
I Tier Il CRAR (%) 1.89%
J Total CRAR (%) 12.41%

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 RISKMANAGEMENT

Bank has developed online comprehensive credit risk rating system for all borrower accounts. Risk rating of
borrowers 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,
businessrisk, 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 interest rate 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.

7.

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.

Sector specific studies at periodic intervals to highlight risks and opportunities in those sectors.
Adoption of rating linked exposure norms.

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
of loan 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.
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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.

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 creditrisk (increasing /decreasing/ stable) at the portfolio level.

Definition of Non-Performing Assets

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

Exposures
A. Total gross credit exposure including geographic distribution of exposure &in crore)
Domestic Overseas Total
Fund Based 36254.98 - 36254.98
Non Fund based 5149.18 - 5149.18
Total 41404.16 - 41404.16
Geographic distribution of credit exposure in crore)
S.No. State / Union Territory Funded Exposure Non Funded Exposure Total
1 Andhra Pradesh 1295.93 125.70 1421.63
Assam 71.95 56.41 128.36
3 Bihar 7.81 110.00 117.81
4 Chandigarh 46.57 2.40 48.97
5 Chhattisgarh 338.17 37.33 375.50
6 Delhi 3881.54 403.01 4284.55
7 Goa 185.07 37.02 222.09
8 Gujarat 339.39 61.40 400.79
9 Haryana 1022.45 320.46 1342.91
10 Jharkhand 48.50 1.69 50.19
11 Karnataka 14746.26 1832.96 16579.22
12 Kerala 385.57 11.13 396.70
13 Madhya Pradesh 285.42 11.47 296.89
14 Maharashtra 5177.98 740.15 5918.13
15 Orissa 494.74 46.97 541.71
16 Pondicherry 35.73 2.24 37.97
17 Punjab 436.13 94.35 530.48
18 Rajasthan 724.10 48.09 77219
19 Tamil Nadu 3364.52 317.64 3682.16
20 Telangana 1588.34 544 .15 2132.49
21 Uttar Pradesh 563.14 176.80 739.94
22 Uttarakhand 69.49 1.81 71.30
23 West Bengal 1146.18 166.00 1312.18
Total Exposure 36254.98 5149.18 41404.16
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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.

B. Distribution of Credit Exposure by Industry sector (% in Crore)
Sl. No. | Industry Fund based Non Fund based Total

1 Infrastructure advances 2711.42 229.11 2940.53
2 Other Textiles 972.90 125.38 1098.28
3 Cotton Textile 878.72 80.70 959.42
4 Other Engineering 633.22 317.61 950.83
5 Iron and Steel 711.00 84.11 795.11
6 Gems and Jewellery 632.89 63.26 696.14
7 Automobiles 594.85 45.24 640.09
8 Metal and Metal Products 278.72 125.77 404.49
9 Rice, Flour, Dhal Mills 347.37 21.97 369.34
10 Cement and Cement Products 343.48 24.79 368.28
11 Plastic and Plastic Products 258.80 90.48 349.28
12 Wood Based Industries 144.64 178.07 322.71
13 Paper and Paper Products 273.32 38.50 311.82
14 Food and Food Products 292.44 13.73 306.16
15 Petroleum Products 230.17 0.53 230.70
16 Drugs and Pharmaceuticals 114.62 55.97 170.58
17 Kandasari and Sugar 116.33 2.10 118.43
18 Coal and Mining 115.33 2.99 118.32
19 Chemicals, Dyes 84.83 15.70 100.53
20 Leather and Leather Products 50.77 17.76 68.53
21 Tea Industry 47.67 0.29 47.96
22 Distilleries, Brewaries including soft drinks 22.40 20.33 42.73
23 Computer Software and Computer Hardware 21.26 21.35 42.61
24 Jute Textile 26.26 4.00 30.26
25 Cashewnut Processing 26.29 0.15 26.45
26 Rubber and Rubber Products 19.02 7.39 26.41
27 Vegetable Oil 23.14 0.00 23.15
28 Electronics 10.16 3.68 13.84
29 Tobbaco and Tobbaco Products 1.71 0.00 1.71
30 Marine Products/Processing 0.12 0.00 0.12
31 All Other Industries 910.78 213.71 1124.49

Total Industrial Advance 10894.63 1804.67 12699.30
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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 7.10 %
C. Residual Contractual Maturity of Advances and Investments [ in crore)
SI. No. Maturity Buckets Investments Advances
1 1day 11.68 716.44
2 2 to 7 days 148.56 151.72
3 8 to 14 days 0.00 326.16
4 15 to 28 days 204.21 225.20
5 29 days and upto 3 months 950.61 2199.96
6 Over 3 months and upto 6 months 419.13 1770.60
7 Over 6 months and upto 1 year(s) 306.66 3672.25
8 Over 1 year(s) and upto 3 year(s) 2347.89 14237.58
9 Over 3 year(s) and upto 5 year(s) 3488.40 3355.08
10 Over 5 Years 8110.92 5025.00
Total 15988.06 31679.99
D. Classification of Non Performing Advances in crore)
SI.No. Particulars 31.03.2015
A Amount of NPA's ( Gross) 944.21
- Substandard 425.09
- Doubtful 1 308.23
- Doubtful 2 130.62
- Doubtful 3 41.86
- Loss 38.41
B Net NPAs
Amount of Net NPA 623.55
C NPA Ratios
Gross NPAs to Gross Advances ratio (%) 2.95
Net NPAs to Net Advances ratio (%) 1.98
Movement of NPAs (Gross) in crore)
SI.No. Particulars 31.03.2015
1. Opening Balance as on 01.04.2014 835.94
2. Additions* 929.83
3. Reductions* 821.56
4. Closing Balance as on 31.03.2015 944.21

* including intra-quarter additions and reductions to the extent of ¥ 339.83 crore

Movement of Provisions for NPAs [ in crore)
Sl.No. Particulars 31.03.2015
1. Opening Balance 271.53
2. Provision made during the period 223.07
3. Write off 179.25
4, Write back of excess provisions 0.00
5. Closing balance 315.35
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E. Non Performing Investments and movement of provision for depreciation on Investments

(X in crore)
Sl.No. Particulars 31.03.2015
A Amount of Non performing Investments 12.86
B Amount of Provision held for Non performing Investments 12.86
C Movement of provisions for depreciation on Investments
a) Opening balance 97.01
b) Add: Provisions made during the year 0.00
c) Less: Write off/write back of excess provisions 67.33
d) Closing balance 29.68

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 different risk buckets are as under:

R in crore)
SlI. No. Risk weight Exposure Outstanding
1 Below 100% 11751.07
2 100% 12482.24
3 More than 100% 4533.29
Total 28766.60

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 reliefin 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 .

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 counterparty;

(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.
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(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 4576.29
Eligible guarantees 731.19

5. MARKETRISK & 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 regular intervals 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.

The capital requirements for market risk are detailed below:

(X in crore)
Sl. No. Risk Category Capital Charge
I Interest Rate 96.72
I Equity 51.97
1| Foreign Exchange, Gold and Derivatives 1.35
\ Total Capital Charge for market Risk (I+11+I1l) 150.04

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.
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> 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 200bps shock in the interest rates and
monitored on a monthly basis.

> Earning at Risk for 200 bps interest rate shock is estimated at ¥34.63 crore and change in the Market value of
Equity for 200 bps interest rate shock is 4.53%.

7. OPERATIONALRISK
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.

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 2015 is as under:

(X in crore)
Particulars Notional Amount Current Exposure
Foreign exchange contracts 5575.89 144.27
Interest rate contracts Nil Nil
Total 5575.89 144.27

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

Disclosures on Remuneration: Necessary disclosures have been furnished in the Notes on Accounts and also
available in the above link of our 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. Itis based on principle 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 Clause 49 of the Listing Agreement with the stock exchanges:

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”.

Board of Directors:

Composition of the Board: The Board of Directors of the Bank consists of 10 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 Clause 49 of Listing Agreement entered into with the stock
exchanges where the shares of the Bank are listed. 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. Except Mr. P. Jayarama Bhat, Managing Director & CEO, all other
directors on the Board are independent and non-executive directors.

Board Meetings:

During the financial year ended March 31, 2015 the Board met 16 times on the following dates:

Sl No. Date of the meeting SI No Date of the meeting
1 30.04.2014 9 31.10.2014
2 15.05.2014 10 29.11.2014
3 07.06.2014 11 29.12.2014
4 28.06.2014 12 27.01.2015
5 30.07.2014 13 19.02.2015
6 09.08.2014 14 07.03.2015
7 06.09.2014 15 27.03.2015
8 30.09.2014 16 28.03.2015
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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:

. No. of Whether Directorship in Committee positions
NaT&:sfst?;“?:;e)Ctor meetings attended other public in other Public

’ attended the last AGM | Limited Companies | Limited Companies
Ananthakrishna 16 YES 01 01
P Jayarama Bhat 16 YES NIL NA
T S Vishwanath* 11 YES NIL NA
S V Manjunath 15 YES NIL NA
D Harshendra Kumar 15 YES NIL NA
Dr. H Ramamohan 16 YES NIL NA
T R Chandrasekaran 16 YES 01 01
Ashok Haranahalli 13 YES NIL NA
Usha Ganesh 16 YES NIL NA
Rammohan Rao Belle 16 YES NIL NA
B A Prabhakar® 08 NA 06 04

‘Retired as director upon completion of eight year term as per Banking Regulation Act, 1949 on 04.01.2015
* Appointed as an additional Director of the Bank w.e.f 06.09.2014.

Note: As per the Listing Agreement, for the purpose of Committee positions held in other public limited companies,
only Audit Committee and Stakeholders Relationship Committee have been considered.

None of the Directors of the Board serve as members of more than ten Committees or they act as Chairman of more
than five Committees across all companies. There is no relationship amongst directors inter-se.

Remuneration of Directors:

Pursuant to the Compensation Policy of the Bank, the Directors of the Bank were paid remuneration during the year.
All the non executive directors including Mr. Ananthakrishna, the part-time Chairman of the Bank were paid sitting
fees for attending Board/Committee meetings besides the reimbursement of traveling expenses whereever
applicable and halting allowance as applicable 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 DBOD. No. 3285/08.40.001/2012-13 dated 29.08.2012. The details of the
remuneration paid to Mr. P. Jayarama Bhat during the year ended March 31, 2015 were as under:

Break up of remuneration T in lakh
Basic Salary 36.00
Dearness Allowance 7.20
House Rent Allowance 5.40
Contribution to Provident Fund 4.32
Total 52.92

Other benefits such as use of car, telephone at residence, LFC etc. were also provided to Mr. P Jayarama Bhat
during the reporting period. Further, a variable pay of ¥3.23 lakh for the financial year 2013-14 was also paid during
the year under report as permitted by Reserve Bank of India vide their letter DBOD.Appt.N0.3554/08.40.001/2014-
15 dated 05.09.2014.
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Non-executive and Independent Directors of the Bank were paid sitting fees at the rate of¥20,000/- and ¥15,000/- for
attending the meetings of the Board/Committees of the Board respectively during the year under report, the details of
such payment to each director which were as under:

Name of the Director (Messrs/Mrs.) Sitting fees paid for the year 2014-15 (F in lakh)
Ananthakrishna 7.00
T S Vishwanath 2.35
S V Manjunath 5.15
D Harshendra Kumar 5.00
Dr. H Ramamohan 6.55
T R Chandrasekaran 7.15
Ashok Haranahalli 3.10
Usha Ganesh 5.50
Rammohan Rao Belle 9.25
B A Prabhakar 3.75

Directors of the Bank were not granted any Stock Options during the above period.

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 31,2015.

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

In order to facilitate the Board to concentrate on policy matters and strategic planning, etc., certain lending and non-
lending powers have been delegated 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 S V Manjunath (upto
31.10.2014), Dr. H Ramamohan, Rammohan Rao Belle and B A Prabhakar (w.e.f. 31.10.2014). During the year under
report, 11 meetings of the EC were held on 22.04.2014, 07.06.2014, 28.06.2014, 24.07.2014, 01.09.2014,
27.09.2014, 28.10.2014, 29.11.2014, 30.12.2014, 19.02.2015 and 23.03.2015. Details of the attendance at the
meetings were as under;

Meetings record

Name of the Director (Messrs) No. of meetings attended
P Jayarama Bhat 11
S V Manjunath 05
Dr H Ramamohan 11
Rammohan Rao Belle 11
B A Prabhakar 04

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 were aligned with
the requirements of Listing Agreement include the following:

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

Disclosure of any related party transactions

@ ~ 0o a0 o

Qualifications 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 utilisation of proceeds of a public or rights issue, and making appropriate recommendations
to the Board to take up steps in this matter;

Review and monitor the auditor's independence and performance and effectiveness of audit process;
Approval or any subsequent modification of transactions of the company with related parties;
Valuation of undertakings or assets of the Bank, whereveritis 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;

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;

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;

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;

To review the functioning of the Whistle Blower mechanism;

Approval of appointment of CFO (i.e., the whole-time Finance Director or any other person heading the
finance function or discharging that function) after assessing the qualifications, experience and
background, etc. of the candidate;

Carrying out any other function as is mentioned in the terms of reference of the Audit Committee.

The ACB was headed by Mr. T R Chandrasekaran, an Independent Director. The members of the ACB consisted of
Mr. D Harshendra Kumar (upto 31.10.2014), Mr. Rammohan Rao Belle, Mrs. Usha Ganesh and Mr. B A Prabhakar
(w.e.f. 31.10.2014). All the members of the ACB are financially literate. The Company Secretary acted as the
secretary to the Committee. 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 besides Statutory Central Auditors
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who were invited to the meeting whenever their report was considered. During the year under review ten meetings of
ACB were held on 11.04.2014, 15.05.2014, 19.06.2014, 30.07.2014, 26.09.2014, 31.10.2014, 29.12.2014,
27.01.2015,26.02.2015and 27.03.2015.

Meetings record of the ACB

Name of the Director (Messrs/Mrs.) No. of meetings attended
T R Chandrasekaran 10
D Harshendra Kumar 05
Usha Ganesh 10
Rammohan Rao Belle 10
B A Prabhakar 04

3. Stakeholders Relationship Committee (previously known as Shareholders & Investors Grievance
Committee)

A sub-committee of the Board constituted during the year 2002 to specifically look into the grievances of
shareholders/investors continued its functioning during the year ended March 31, 2015 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. T S Vishwanath upto 04.01.2015 and thereafter by
Mr. D Harshendra Kumar. The other members of the Committee were Messrs Ashok Haranahalli and
Rammohan Rao Belle. The Committee met twice during the year under report on 31.10.2014 and 28.03.2015
and reviewed all the complaints received from the shareholders and the investors.

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

A total of 51 complaints were received from the Investors/Share holders 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
prompt in uploading the Action Reportin SEBI's on line 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 follow up cases of fraud involving amounts of ¥1 crore and above. The
terms of reference of the Committee were as under:

a. lIdentify 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.
Monitor progress of CBI/Police investigation, and recovery position.

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. Put in place other measures as may be considered relevant to strengthen preventive measures against
frauds.

The Committee meets immediately on detection of any fraud involving amount of %1 crore and above.

The Committee consisted of Messrs Ananthakrishna (Chairman of the Committee), P Jayarama Bhat, S V
Manjunath, D Harshendra Kumar (upto 31.10.2014) and T R Chandrasekaran and B A Prabhakar (w.e.f.
31.10.2014). During the year under report, four meetings of the Committee were held on 29.04.2014,
30.09.2014,22.11.2014 and 26.02.2015.

5. Integrated Risk Management Committee (IRMC)

ABoard 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
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Committee was headed by Mr. Ananthakrishna and other members of the Committee were Messrs P Jayarama
Bhat, TR Chandrasekaran and Mrs. Usha Ganesh.

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 to ensure a smooth transition to the new Capital Adequacy Framework.

IRMC met four times during the year on 06.06.2014, 02.09.2014, 22.11.2014 and 26.02.2015.
6. Nomination and Remuneration Committee (N&RC)

Pursuant to the Companies Act, 2013, Listing Agreement and the extant guidelines of Reserve Bank of India,
Bank has constituted "Nomination & Remuneration Committee (N&RC)" w.e.f. 30.09.2014 (previously two
Committees for Nomination and Remuneration separately). The Committee consisted of Messrs
Ananthakrishna, S V Manjunath (Chairman of the Committee w.e.f. 22.11.2014), Dr. H Ramamohan, T R
Chandrasekaran and Rammohan Rao Belle. During the year under report five meetings of the Committee
including the meetings of erstwhile Nomination and Remuneration committees, before constitution of N&RC
were held on 07.06.2014, 28.06.2014,01.09.2014, 22.11.2014 and 27.03.2015.

The terms of reference of the Committee include:

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

ii. undertake the due diligence of candidates before their appointment/re-appointment as directors.
iii. recommend to the Board appointment of directors and senior management personnel and removal.

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

v. recommend to the Board the policy for evaluation of performance of directors.
vi. recommend to the Board on the remuneration of Whole Time Directors/Chief Executive Officers, etc.
vii. toadministerthe 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 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 approvals from Reserve Bank of India and 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 per cent or more of the
fixed pay, the provision of deferment is also applicable. As a Policy, prudential limit for variable pay is also envisaged
asitis limited to 70 per cent of the fixed pay.

Remuneration of Non-Executive Directors

The Non-Executive Directors including Chairman of the Board are 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. The Bank
does not pay any commission on profit to the Non-Executive Directors.

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 depositor satisfaction, tri-annual audit of such services and to review the
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performance of the Ad-hoc committee periodically. The Committee continued its functioning during this year
also. The Committee was headed by Mr. Ananthakrishna, and other members of the Committee were Messrs P
Jayarama Bhat, D Harshendra Kumar and Dr. H Ramamohan. The Committee met twice on 30.04.2014 and
14.11.2014 during the year under report. The Committee also invites customers to the meetings to get their
feedback about the customer services in the Bank.

Internal Capital Adequacy Assessment Committee (ICAAC)

In order to review and recommend to the Board, the capital plan of the Bank and lay down 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 was headed by Mr.
Ananthakrishna and the other members of the committee were Messrs P Jayarama Bhat, T R Chandrasekaran
and Rammohan Rao Belle. Mr. Mahabaleshwara M S, Chief General Manager, who is the head of the ICAAP
Function Committee, was also a member of the Committee. Four meetings of the Committee were held during
the year underreporton 18.06.2014,01.09.2014, 30.12.2014 and 27.03.2015.

Committee for IT Strategy and Governance

To study the issues arising out of the increased dependency on Information Technology in Banks, RBI constituted
a working Group under the Chairmanship of Sri G Gopalakrishna, Executive Director, RBI. Based on the
recommendations of the Gopalakrishna Committee, RBI issued detailed circular vide DBS.CO.ITC.BC.No.6/
31.02.008/2010-11 dated 29.04.2011 advising the commercial banks to implement the recommendations of the
Committee. The recommendations covered nine major areas of IT such as IT Governance, Information Security,
Information System Audit, IT Operations, IT Services Outsourcing, Cyber Fraud, Business Continuity Planning,
Customer Awareness Programmes and Legal issues.

The implementation of recommendations need to be Risk based, commensurate with the nature and scope of
activities engaged by banks, the technology environment prevalent in the bank and Support rendered by
technology to the business processes. Implementation of the RBI guidelines will enhance safety, security,
efficiency in banking processes leading to benefits for banks and the customers.

As envisaged in the above guidelines, a Board level Committee on IT Strategy and Governance constituted on
29.11.2011 to oversee the above areas continued its functioning during the year under report. The Members of
the Committee were Messrs Ananthakrishna, P Jayarama Bhat and Rammohan Rao Belle.

Some of the roles and responsibilities of this Committee include:

Approving IT strategy and policy documents

Ensuring that the management has put an effective strategic planning process in place
Ratifying that the business strategy is indeed aligned with IT strategy

Ensuring that the IT organizational structure complements the business model and its direction

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

Ensuring proper balance 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

Assessing Senior Management's performance inimplementing IT strategies
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

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 outcome viz., "Value Delivery by IT to business" and "IT Risk
Management". The drivers of this outcome are "IT Strategic Alignment", "IT Resource Management" and "IT
Performance Measurement".

Five meetings of the Committee were held during the year under report on 18.06.2014, 25.07.2014, 01.09.2014,
30.12.2014 and 28.03.2015.
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10. Corporate Social Responsibility (CSR) Committee

Pursuant to Section 135 of the Companies Act, 2015, the Board has constituted a separate Committee 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 Messrs D
Harshendra Kumar and Rammohan Rao Belle as its members. During the year the Committee met twice on
05.09.2014 and 28.03.2015. Necessary disclosure pursuant to sub section 4 of Section 135 of the Companies
Act, 2013 read with Companies (CSR) Rules 2014, necessary disclosures of the CSR Policy has been made in
the Bank's website and in this report (Annexure VI).

The Bank has also constituted two Committees viz. (i) Review Committee for Non-cooperative borrowers and (ii)
Review Committee for identification of wilful defaulters and there was no occasion for the aforesaid committees
to meetduring the reporting period.

BOARD LEVEL PERFORMANCE EVALUATION

As required under the Companies Act, 2013 and the listing agreement entered into with the Stock Exchanges, the
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 whole taking into account the views of
the Executive Director.

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

EVALUATION CRITERIA
Board:

The criteria of 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
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 & CEQO, performance in key financial and non-financial
areas such 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 area of their specialisation, attendance record at the meetings of the Board
and the Committees thereof, 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 safeguarding the interest of stakeholders, etc.
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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 etc. The Committees meet regularly to take decisions on respective matters.

GENERAL BODY 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
2014 | Registered Office of the Bank, Mangaluru 09.08.2014 | Saturday | 11.30 AM No
2013 | Registered Office of the Bank, Mangaluru 06.07.2013 | Saturday | 11.30 AM Yes
2012 | Registered Office of the Bank, Mangaluru 30.08.2012 | Thursday | 11.30 AM Yes

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

DISCLOSURES:

There were no materially 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, 2015. Further itis declared that all the
directors and senior management personnel have affirmed the compliance to the code of conduct laid down by the
Bank.

STATUTORY COMPLIANCE, PENALTIES AND STRICTURES:

There were no instances of non-compliances by the Bank, levy of penalties and strictures imposed by Stock
Exchanges, RBI 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 news papers such as
Udayavani etc. The results were also posted on our web site 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:

Date : o July 16,2015

Day : Thursday

Time : 11.30AM

Venue : TheKarnatakaBankLtd.

Regd. & Head Office
Mahaveera Circle, Kankanady
Mangaluru-575002.
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B. Bookclosure: July 10,2015 to July 16,2015 (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, 302015 : July, 2015
b) Quarterending Sept. 30,2015 : October, 2015
c) Quarterending Dec. 31,2015 January, 2016
d) Quarterending March 31,2016 : May, 2016

D. Dividend: The Board of Directors has recommended a dividend of 50 per cent on the paid up capital of the Bank
for the year ended March 31, 2015 (i.e. I5/- per share) and the same will be paid to the shareholders/beneficial

holders of shares holding shares as on July 9, 2015 as per the Register of members in the case of shares held in
physical form and Register of beneficial owners in respect of shares held in electronic form.

Dividend Payment Date: Between July 17,2015 to July 23, 2015.

As per the provisions of Section 205A of the Companies Act, 1956, the unclaimed dividend for the financial year
ended March 2006-2007 of %21,91,885/- 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
2007-2008 ason 31.03.2015.

Year l!n_claimed Date o_f L_as_t datg for
dividend () declaration claiming dividend
2007-2008 3634940 12.07.2008 11.08.2015
2008-2009 5098602 08.08.2009 07.09.2016
2009-2010 4285444 31.07.2010 30.08.2017
2010-2011 4412526 23.07.2011 22.08.2018
2011-2012 6524346 30.08.2012 29.09.2019
2012-2013 7860412 06.07.2013 05.08.2020
2013-2014 9733848 09.08.2014 08.09.2021

Unclaimed shares suspense account: Pursuant to amendments of Clause 5 A of Listing Agreement entered into
with the Stock Exchanges, the Bank, after sending three reminder letters in respect of unclaimed shares to the
shareholders at the addresses available had transferred these unclaimed shares to a separate demat suspense
account. The summary is furnished below:

. No. of Total Number
FErHET e shareholders of shares

Number of shareholders and the outstanding shares

in the suspense account lying at the beginning of the year. 2135 219493
Shareholders who approached us for transfer of shares

from suspense account during the year 38 19549
Shareholders to whom shares were transferred from

suspense account during the year: 38 19549
Number of shareholders and the outstanding shares

in the suspense account lying at the end of the year. 2097 199944
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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

Bombay Stock Exchange Ltd. Dalal Street, Mumbai - 400001

The Bank has paid the annual listing fees for the year 2014-2015 to the above Stock Exchanges.

Stock Code:

Trading symbol on the 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 Enterprises (India) Ltd
and approved by the Managing Director at least once in a fortnight. There are no share transfer requests pending for
transferas on March 31, 2015.

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 Bombay Stock Exchange Ltd (BSE). The monthly high & low prices along with the volumes traded from
01.04.2014 t0 31.03.2015 on the above Stock Exchanges are given below together with bench mark indices.

Trading statistics on NSE

Month Share Price No. of shares CNX NIFTY
High Low traded High Low

Apr 2014 126.65 116.00 67429384 6840.80 6675.30
May 2014 148.35 119.15 98984215 7367.10 6652.55
June 2014 146.25 130.00 57005249 7656.40 7362.50
July 2014 144.60 125.05 51188999 7830.60 7454.15
Aug 2014 129.95 118.20 28810508 7954.35 7568.55
Sep 2014 131.20 112.85 39728183 8173.90 7911.85
Oct 2014 124.05 109.65 27431865 8322.20 7748.20
Nov 2014 144.50 128.65 63063564 8588.25 8324.15
Dec 2014 154.05 135.35 65303872 8564.40 8029.80
Jan 2015 153.05 137.75 52438877 8952.35 8102.10
Feb 2015 144.65 128.10 39061728 8901.85 8526.35
Mar 2015 139.60 120.65 29700857 8996.25 8341.40
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Trading statistics on BSE

Month Share Price No. of shares S&P BSE Sensex
High Low traded High Low
Apr 2014 126.55 116.15 9774302 22876.54 22277.23
May 2014 148.30 119.05 12581144 24716.88 22323.9
June 2014 146.00 130.00 6935037 25583.69 24684.85
July 2014 144.65 124.80 6212310 26271.85 25006.98
Aug 2014 130.00 118.25 3346544 26638.11 25329.14
Sep 2014 131.25 113.10 5769465 27319.85 26468.36
Oct 2014 123.85 109.80 3772680 27865.83 25999.34
Nov 2014 144.30 128.95 7418502 28693.99 27860.38
Dec 2014 154.05 135.30 7731847 28562.82 26710.13
Jan 2015 153.05 137.70 5993041 29681.77 26908.82
Feb 2015 144.45 128.20 4159159 29462.27 28227.39
Mar 2015 139.40 120.65 3166341 29593.73 27457.58

Shareholding Pattern

Shareholding pattern of the Bank as on 31* March 2015 was as under:

Partly paid-up shares :- No. of partly As a % of total no. of As a % of total no. of shares
paid-up shares partly paid-up shares of the Company

Held by promoter/promoter group NIL NA NA

Held by Public NIL NA NA

Total 0 0

Outstanding convertible securities :- No. of As a % of total no. of As a % of total no. of shares of the
outstanding outstanding convertible company, assuming full conversion

securities securities of the convertible securities

Held by promoter/promoter group NIL NA NA

Held by Public NIL NA NA

Total 0 0

No. of warrants

As a % of total no. of

As a % of total no. of shares of the
warrants Company, assuming full
conversion of warrants

Held by promoter/promoter group NIL NA NA
Held by Public NIL NA NA
Total 0 0
Total paid-up capital of the company, assuming full

conversion of warrants and convertible securities 188,446,755 NA 100.00
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Fully paid up shares:

Total
D Category of NItr:aer Tot;l sr:\l:rlzel::lri shareholditng Shares pledged or
831 shareholder of share o';l;r ar(:.rs in demater- 2? tao?aelr:fxrrlnla)g: otherwise encumbered
holders ialized form e —
Asa b Number As a
p:; t(:;:tBa)%e 2:?:'&:%‘; of shares | percentage
IX=(Vi)/
0 0 m | ow | m v ooy | QR
(A) Shareholding of Promoter and Promoter Group
(1) Indian
(a) *Individuals/ Hindu Undivided Family - - - - - - -
(b) Central Government/ State Government(s) - - - - - - -
() Bodies Corporate - E - - - - -
(d) Financial Institutions/ Banks - - - - - - -
(e) Any Other (specify) - - - - - - -
Sub-Total (A)(1) 0 0 0 0.00 0.00 0 0.00
(2) Foreign
(a) Individuals (Non-Resident Individuals/
Foreign Individuals) - - - - - - -
(b) Bodies Corporate - - - - - - -
(c) Institutions - E - - - - -
(d) Qualified Foreign Investor - E - - - - -
(e) Any Other (specify) - - - - - - -
Sub-Total (A)(2) 0 0 0 0.00 0.00 0 0.00
Total Shareholding of Promoter and
Promoter Group
(A)=(A)(1)+A)(2) 0 - - - - 0 0.00
(B) Public shareholding
(1) Institutions
(a) Mutual Funds/ UTI 21| 4,212,963 4,212,963 224 2.24
(b) Financial Institutions/ Banks 8 684,381 684,381 0.36 0.36
(c) Central Government/ State Government(s) - - - - -
(d) Venture Capital Funds - E - - -
(e) Insurance Companies 5| 11,144,940, 11,144,940 5.91 5.91
() Foreign Institutional Investors 94 | 41,831,330 41,831,330 22.20 22.20
(9) Foreign Venture Capital Investors - - - - -
(h) Qualified Foreign Investor - - - - -
[0} Any Other (specify) - - - - - w w
Sub-Total (B)(1) 128 | 57,873,614 57,873,614 30.71 30.71 g g
(2) Non-institutions 3 3
(a) Bodies Corporate 1,129 | 25,655,761| 25,407,827 13.61 13.61 % %
(b) Individuals - o) o)
i. Individual shareholders holding nominal share = =
capital up to 71 lakh. 121,286 | 58,329,714 44,815,737 30.95 30.95
ii. Individual shareholders holding nominal share
capital in excess of 21 lakh. 965 | 43,828,518| 41,410,838 23.26 23.26
(c) Qualified Foreign Investor - - - - -
(d) Any Other (specify) - - - - -
Trust 4 29643 29643 0.02 0.02
NRI 982 1751777, 1742227 0.93 0.93
Clearing Member 3N 777784 777784 0.41 0.41
Unclaimed Suspense A/C 1 199,944 199,944 0.11 0.11
Sub-Total (B)(2) 124,678 |130,573,141| 114,384,000 69.29 69.29
Total Public Shareholding
(B)= (B)(1)*(B)(2) 124,806 |188,446,755| 172,257,614 100.00 100.00
TOTAL (A)+(B) 124,806 |188,446,755| 172,257,614 100.00 100.00 0 0.00
(C) Shares held by Custodians and against which
Depository Receipts have been issued - - - - - - -
1 Promoter and Promoter Group - - - - - - -
2 Public - - - - - - -
Sub-Total (C) - - - - - - -
GRAND TOTAL (A)+(B)+(C) 124,806 |188,446,755| 172,257,614 100.00 100.00 0 0.00
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Major shareholders
As on 31* March 2015 the following shareholders were holding more than 1% of the paid up capital of the Bank.

Name of the shareholder No of shares % to total
Life Insurance Corporation of India 10203485 5.41
Kotak Mahindra Investments Ltd. 6750425 3.58
B Sumanth Kumar Reddy 3989172 212
Religare Finvest Ltd 3098262 1.64
Government Pension Fund Global 3035001 1.61
Goldman Sachs (Singapore) PTE 2857780 1.52
LSV Emerging Markets Equity Fund LP 2625600 1.39
Macquarie Emerging Markets Asian Trading PTE. Ltd. 2614000 1.39
Barclays Capital Mauritius Limited 2364000 1.25
Credit Suisse(Singapore) Limited 2344442 1.24
Dimensional Emerging Markets Value Fund 2195065 1.16
Swiss Finance Corporation (Mauritius) Limited 2065947 1.10
TOTAL 44143179 23.41

Shareholdings of Directors as on 31* March 2015.

Name of the Directors (Messrs/Mrs.) Number of shares
Ananthakrishna 10000
P Jayarama Bhat 3000
S V Manjunath 62117
D Harshendra Kumar 3983
Dr H Ramamohan 11632
T R Chandrasekaran 301
Ashok Haranahalli 6000
Usha Ganesh 2520
Rammohan Rao Belle 200
B A Prabhakar 150

Distribution of shareholding as on 31* March 2015.

Shares holding of Share Share
nominal value of holders Amount
3 Number % to Total 4 % to Total
(1) (2) 3) (4) (%)

Upto 5,000 97223 77.91 138230940 7.33
5,001 - 10,000 12523 10.04 95556750 5.07
10,001 - 20,000 7255 5.81 107175660 5.69
20,001 - 30,000 2702 2.16 67386540 3.58
30,001 - 40,000 1302 1.04 45395930 2.41
40,001 - 50,000 950 0.76 43459610 2.31
50,001 - 1,00,000 1577 1.26 111873260 5.94
1,00,001 and above 1274 1.02 1275388860 67.67
Total 124806 100.00 1884467550 100.00
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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. 91.40 per cent of the equity shares of the Bank are in demat form as on
31.03.2015

Registrar & Share Transfer Agent:

The Bank has appointed 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 Enterprises (India) 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

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

Requirements Compliance status

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

A half-yearly declaration of financial performance In view of wider publication of results in
including summary of the significant events in last newspapers and posting the same in the web site of
six-months, may be sent to each household of the Bank, no separate communications were sent
shareholders. to each household of shareholders.

Company may move towards a regime of

unqualified financial statements. There were no audit qualifications.

Pursuant to the extant guidelines of RBI, the Bank

The company may appoint separate persons to the has appointed separate persons to the post of

post of Chairman and Managing Director/CEO. Chairman and Managing Director/CEO since
14.7.2009.

Reporting of Internal Auditor Bank follows Risk Based Internal Audit as per the

(The Internal auditor may report directly to the Audit extant guidelines of Reserve Bank of India.

Committee)

47



91" ANNUAL REPORT 2014-15

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, 2015.

P. Jayarama Bhat
Managing Director & CEO

Place : Mangaluru
Date : May 22, 2015

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 in Clause 49 of the Listing Agreement entered into by the Bank with the National Stock
Exchange of India (NSE) and the Bombay Stock Exchange Ltd (BSE) for the financial year ended 31* March 2015.

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. It is 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 Clause 49 of the said Listing Agreements.

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/-

(Parineeth Rau) (C S Gopalakrishna)
Partner-M. No.222039 Partner-M. No.014706

Place : Mangaluru
Date : May 22, 2015
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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]

REGISTRATION AND OTHER DETAILS:

i) CIN

i) Registration Date

iii) Name ofthe Company

iv) Category/Subcategory of the Company

v) Address of the Registered Office and
contact details

vi) Whether listed company (Yes/No)

vii) Name, address and contact
details of Registrar and Share Transfer
Agent, ifany

L85110KA1924PLC001128
18.02.1924
The Karnataka Bank Limited

Public Limited Company

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

Tel: (0824)2228222 Fax: (0824) 2225588
Email: investor.grievance@ktkbank.com

YES

Integrated Enterprises (India) Ltd.

30, Ramana Residency, 4th Cross, Sampige Road,
Malleshwaram, Bengaluru- 560 003

Tel: (080)23460815-818 Fax: (080) 23460819
Email: irg@integratedindia.in

. PRINCIPAL BUSINESS ACTIVITIES OF THE COMPANY

Allthe 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%

PARTICULARS OF HOLDING, SUBSIDIARY AND ASSOCIATE COMPANIES

Sl. No. Name and Address CIN/GLN
of the Company

Holding/ Subsidiary / % of shares Applicable
Associate held Section

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

No. of Shares held at the beginning No. of Shares held at the
of the year end of the year % Change
Category of . . during
Shareholders . % of . % of
Demat | Physical | Total | Tota) | Demat | Physical | Total Total | theyear
Shares Shares
A. Promoters (1) Indian
a) Individual/HUF nil nil nil nil nil nil nil nil nil
b) Central Govt il nil il il nil il il il il
c) State Govt il nil il il nil il il il il
d) Bodies Corp nil nil il il nil il il il il
e) Banks/FI nil nil il il nil il il il nil
f) 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 nil nil il il il nil nil nil nil
b) Other-Individuals nil nil il il il nil nil nil nil
c) Bodies Corp nil nil il il il il il il il
d) Banks/FI 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 2282195 0| 2282195 | 1.21 4212963 0| 4212963 | 2.24 1.03
b) Banks/FI 819472 0 819472 | 043 684381 0 684381 0.36 -0.07
c) Central Govt 0 0 0 0 0 0 0 0 0
d) State Govt 0 0 0 0 0 0 0 0 0
e) Venture Capital Funds 0 0 0 0 0 0 0 0 0
f) Insurance Companies 11490297 0 | 11490297 | 6.10 | 11144940 0 | 11144940 | 591 -0.19
g) Flls 39556199 0 | 39556199 | 20.99 | 41831330 0 | 41831330 | 22.20 1.21
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) 54148163 0 | 54148163 | 28.74 | 57873614 0 | 57873614 | 30.71 1.97
2. Non-Institutions
a) Bodies Corp
i) Indian 25722592 | 257484 | 25980076 | 13.79 | 25407827 | 247934 | 25655761 | 13.61 -0.18
i) Overseas 0 0 0 0 0 0 0 0 0
b) Individuals
i) Individual shareholders holding
nominal share capital upto 21 lakh 45272075 | 14232206 | 59504281 | 31.58 | 44815737 13513977 | 58329714 | 30.95 -0.63
ii) Individual shareholders holding
nominal share capital in excess
of %1 lakh 42210758 | 2569295 | 44780053 | 23.77 | 41410838 | 2417680 | 43828518 | 23.26 -0.51
c) others
i) Trust 98118 0 98118 | 0.05 29643 0 29643 | 0.02 -0.03
i) NRI 1504735 5000 | 1509735 | 0.80 1742227 9550 1751777 | 0.93 0.13
iii) Clearing Member 2172453 0| 2172453 | 1.15 777784 0 777784 | 0.41 -0.74
iv) Unclaimed Suspense Alc 219493 0 219493 | 0.12 199944 0 199944 | 0.1 -0.01
Sub Total (B) (2) 117200224 | 17063985 |134264209 | 71.26 | 114384000 [16189141 | 130573141 | 69.29 -1.97
Total Public Shareholding
(B) = (B)(1) #(B)(2) 171348387 | 17063985 |188412372 |100.00 | 172257614 |16189141 | 188446755 |100.00 0..00
C. Shares held by custodian
for CDRs/ADRs 0 0 0 0 0 0 0 0 0
Grand Total (A+B+C) 171348387 | 17063985 | 188412372 |100.00 | 172257614 |16189141 | 188446755 |100.00 0.00
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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

1 0, 0, H
Sl. | Shareholder's % of total % of shares % of total % of shares sharehpldmg

No. name No. of Shares of the pledged/ Shares of e I
Shares Compan encumbered | NO- of Shares the Compan encumbered the year
pany to total shares pany 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/GDRs

Date-wise o o | MAMNDRA | B-SUMANTH| RELIGARE | GOVERNMENT) GOLDMAN eERGG | AN | BARCLAYS | - CREDIT
increaseldecrease in KUMAR | FINVEST | PENSION | SACHS | wagkers | maARKETs | CAPITAL | SUISSE
Sharcholding | Ok oarioN| IVESTHENTS| peppy REDDY | U0 ((SNGAPORE) “gqury | ASIAN TRADING i | BNCARCEE)
FUNDLP -LTD.
OPENING BALANCE | 10,434,294 5,850,046 | 4,853,054 5,250,443 0 0| 2,399,000 1,740,000 0 | 3,356,059
4-Apr-14 0 0 | (151,724) | (156,800) 0 0 0 0 0 0
11- Apr-14 0 1592 | (507,308) | (6.880) 0 0 0 0 0 0
18-Apr-14 0 9,096 0 6,400 0 0 0 0 0 0
25-Apr-14 0 5,000 0 908 0 0 0| (44,000 0 0
2May-14 | (125,000 5630 | (350,000) | (104,501) 0 0 0 0 0| 136,047
9-May-14 | (100,000) (6,679) 0 1,200 0 0 0 0 0 0
16-May-14 0| (50474) 0| (201,100) 0 0 0 (48,000) 0 40,653
23-May-14 0 (5,000) 0| (249,850 0 0 0 0 0| (124759)
30-May-14 0| 120,000 0 3593 0 0 o| (54000 0 0
6-Jun-14 0 56,641 0 150 0 0 0 0 0 (106,000)
13-Jun-14 0| 18001 0| (235350 0 0 0 4,000 0 0
20-Jun-14 0 165,704 90,000 (300) 0 0 0 8,000 0 0
30-Jun-14 0| 5438 | 132365 2502 0 0 0| 208000 0 0
4-Jul-14 0 (3,966) 0 (161,450) 0 0 0 664,000 0 0
11-Jul-14 (5809) | 167,628 | (10,000) | (110,160) 0 0 0| (106,000) 0 0
18-Jul-14 0| (43,768) 0 0 0 0 0| (278,000 0 0
25-Jul-14 0 (76,733) 0 (10) 0 0 0 88,000 0 0
1-Aug-14 0 0| (45217) 2,501 0 0 0 0 0 0
Ctd...
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Date-wise o & | WASNDRA | B-SUMANTH |~ RELIGARE e | CoroMaN ENERGIG | ' L | et
increase/decrease in | cORPORATION|INVESTMENTS|  KUMAR | FINVEST FUND  |(SINGAPORE)| MeRKETS | K TSNG| MAURITIUS | (SINGAPORE)

Shareholding OF INDIA LTD. REDDY REDDY | ) oBAL PTE FEUQNl:,'T,} PTE.LTD. | LIMITED | LIMITED
8-Aug-14 0 0 50,000 (330) 0 0 0 0 0 0
10-Aug-14 0| (67,768) 0 0 0 0 0 22,000 o | (386,790)
14-Aug-14 0 (193,739) (50,000) 5,500 0 0 0 184,000 0 0
22-Aug-14 0 (26,876) 0 500 0 0 0 14,000 0 0
29-Aug-14 0 (3,308) 0 2,600 0 0 0 (78,000) 0| (541,210)
5-Sep-14 0 (395) 0 0 0 0 0| (112,000) 0 0
12-Sep-14 0 (389) 0 (2,401) 0 0 o| 220,000 0 0
19-Sep-14 0 7,650 0 1,651 0 0 0 892,000 0 0
30-Sep-14 0| (10,337) 0 (20,348) 0 0 0| (306,000) 0| 180,000
10-Oct-14 0 (3,290) 0 3,500 0 0 0 4,000 0 (180,000)
17-Oct-14 0 0 0 0 0 0 0 124,000 0 0
24-Oct-14 0 0 0 15,477 0 0 0 136,000 0 0
31-Oct-14 0 4,441 0 0 0 0 0 222,000 0 0
7-Nov-14 0 (100) 0| (16,002) 0 0 o| (132,000) 0 0
14-Nov-14 o | (13,150) 0 (3,051) 0 o| (10,000 0 0
21-Nov-14 0 0 0 (699) 3,035,001 0 0 (62,000) 0 0
28-Nov-14 0 56,000 0 (121,500) 0 0 0 68,000 0 0
5-Dec-14 0 (29,343) 0 (85,361) 0 0 0 (10,000) 1,728,000 0
12-Dec-14 0 0 0 74,561 0 0 0 (6,000) 266,000 0
19-Dec-14 0 12,033 7,500 116,661 0 0 0 (26,000) 80,000 0
31-Dec-14 o | (11,700) 0 (50,560) 0 0 0 0 0 0
2-Jan-15 0 0 0 (16,001) 0 0 0 0 108,000 0
9-Jan-15 0 0 o| (10,995 0 0 0| (228000 0 0
16-Jan-15 0 56,976 0 (58,050) 0 0 0 26,000 10,000 0
30-Jan-15 0 (10,215) 0 (245,464) 0 0 0 (254,000) 50,000 0
6-Feb-15 0 (7,945) 0 0 0 0 0 (174,000) 0 110,397
13-Feb-15 0 76,121 45,000 | (51,937) 0 0 o| (96,000 122,000 | (110,397)
20-Feb-15 0 15,160 0 (439,800) 0 0 0 76,000 0 0
27-Feb-15 0 28 0 (46,000) 0 | 2,072,822 0 (362,000) 0 (109,861)
6-Mar-15 0 (32,065) (22,000) (75) 0 594,397 0 224,000 0 267,051
13-Mar-15 0 0| (52,500 0 0| 184447 o| (88,000 0| (267,051
20-Mar-15 0 577,147 0 0 0 0 0 (92,000) 0 0
27-Mar-15 0 88,385 0 (20,000) 0 6,114 226,600 16,000 0 (64,000)
31-Mar-15 0 0 0 25,000 0 0 0 240,000 0 144,303
CLOSING BALANCE | 10,203,485 6,750,425 3,989,172 3,098,262 3,035,001 | 2,857,780 | 2,625,600 2,614,000 2,364,000 2,344,442

*decrease in Shareholding is shown in brackets. Date of increase or decrease in Shares was as per weekend BenPos received from Depositories.
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v) Shareholding of Directors & Key Managerial Personnel

SI. For each of the Director and KMP No. of Shares held at the | Cumulative shareholding
No. (Messrs/Mrs.) beginning of the year during the year
. No. of % of total shares No. of | % of total shares
Directors shares of the Company | shares | of the Company
1 | Ananthakrishna
At the Beginning of the Year 10000 0.00 10000 0.00
Datewise increase/decrease in shareholding
during the year specifying the reasons for nil nil nil nil
increase/decrease
At the end of the Year 10000 0.00
No. of % of total shares No. of | % of total shares
2 | PJayarama 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 nil nil nil nil
increase/decrease
At the end of the Year 3000 0.00

0, 0,
3 | SV Manjunath No. of % of total shares No. of % of total shares

shares of the Company shares | of the Company
At the Beginning of the Year 62117 0.03 62117 0.03
Datewise increase/decrease in shareholding ' . . .
during the year specifying the reasons for nil nil nil nil
increase/decrease
At the end of the Year 62117 0.03

No. of % of total shares No. of | % of total shares

4 | D Harshendra Kumar shares of the Company | shares | of the Company

At the Beginning of the Year 3983 0.00 3983 0.00
Datewise increase/decrease in shareholding ' . . .
during the year specifying the reasons for nil nil nil nil
increase/decrease
At the end of the Year 3983 0.00

5 | DrHRamamohan No. of % of total shares No. of % of total shares

shares of the Company shares | of the Company
At the Beginning of the Year 11632 0.00 11632 0.00
Datewise increase/decrease in shareholding
during the year specifying the reasons for nil nil nil nil
increase/decrease
At the end of the Year 11632 0.00

No. of % of total shares No. of | % of total shares

6 | TR Chandrasekaran shares of the Company | shares | of the Company

At the Beginning of the Year 301 0.00 301 0.00
Datewise increase/decrease in shareholding ) _ _ _
during the year specifying the reasons for nil nil nil nil
increase/decrease

At the end of the Year 301 0.00
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. No. of % of total shares No. of | % of total shares
7 | 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 nil nil nil nil
increase/decrease
At the end of the Year 6000 0.00
No. of % of total shares No. of | % of total shares
8 | 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 nil nil nil nil
increase/decrease
At the end of the Year 2520 0.00
No. of % of total shares No. of | % of total shares
9 | 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 nil nil nil nil
increase/decrease
At the end of the Year 200 0.00
10 | B A Prabhakar No. of % of total shares No.of | % of total shares
shares of the Company shares | of the Company
At the Beginning of the Year -- -- 150 0.00
Datewise increase/decrease in shareholding
during the year specifying the reasons for nil nil nil nil
increase/decrease
At the end of the Year 150 0.00
Key Managerial Personnel
. No. of % of total shares No. of | % of total shares
1 | P Jairama Hande, CFO shares of the Company shares | of the Company
At the Beginning of the Year 14849 0.00 14849 0.00
Datewise increase/decrease in shareholding
during the year specifying the reasons for nil nil nil nil
increase/decrease
At the end of the Year 14849 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 nil nil nil nil
increase/decrease
At the end of the Year 2388 0.00

54




X@X The Karnataka Bank Ltd.

INDEBTEDNESS
Indebtedness of the company including interest outstanding/accrued but not due for payment
(X in lakh)
Secured
exl::(l)l?(r;;g Unl-sgzrl‘l;ed Repess Inde.tl;:t:?ilness
deposits
Indebtedness at the beginning of the financial Year
i) Principal Amounts 27990.98 | 163528.13 Nil 191519.11
ii) Interest due but not paid Nil Nil Nil Nil
iii) Interest accrued not due 23.43 3408.72 Nil 3432.15
Total (i+ii+iii) 28014.41 | 166936.85 Nil 194951.26
Change in indebtedness during the financial year
i) addition Nil 8130.51 Nil 8130.51
ii) deletion 28014.41 | 68449.83 Nil 96464.24
Net Change 28014.41| 60319.32 Nil 88333.73
Indebtedness at the end of financial year
i) Principal Amount Nil | 103775.78 Nil 103775.78
ii) Interest due but not paid Nil Nil Nil Nil
i) Interest accrued not due Nil 2841.75 Nil 2841.75
Total (i+ii+iii) Nil | 106617.53 Nil 106617.53

*Deposits received by the Bank were in the ordinary course of business do not amount to deposits in terms of Companies Act,
2013, hence not included.

V. REMUNERATION OF DIRECTORS AND KEY MANAGERIAL PERSONNEL

A. Remuneration of Managing Director, whole time Director and or Manager & in lakh)

Sl Particulars of Remuneration Name of the MD

No. P Jayarama Bhat Ml

1 | Gross Salary

(a) Salary as per provisions contained in Section 17(1) of the Income Tax Act,1961 52.92 52.92
(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 - -

Sweat Equity -- -

4 | Commission

- as a % of profit

- others - --
5 | Others (Variable Pay) 3.23* 3.23*
Total (A) 56.15 56.15

Ceiling as per the Act @

* Variable pay for the year 2013-14 was paid to Mr. P Jayarama Bhat in the FY 2014-15.
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 in lakh)

SI.

No.

Particulars of
Remuneration

Name of the Directors

Anantha
krishna

TS
Vishwanath

SV
Manjunath

D Harshendra
Kumar

DrH
Ramamohan

TR Chandra
sekaran

Ashok
Haranahalli

Usha
Ganesh

Rammohan
Rao Belle

BA
Prabhakar

Total
Amount

Independent

Directors

Sitting Fees for
attending Board/

Committees

7.00

2.35

5.15

5.00

6.55

715

3.10

5.50

9.25

3.75

54.80

Commission

Other

Total (1)

7.00

2.35

5.15

5.00

6.55

715

3.10

5.50

9.25

3.75

54.80

Non-Executive

Directors

Sitting Fees for
attending Board/

Committees

Commission

Other

Total (2)

Total (B) = (1+2)

7.00

2.35

5.15

5.00

6.55

7.15

3.10

5.50

9.25

3.75

54.80

Total
Managerial
Remuneration

(A+B)

110.95

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/Indepandent Directors other than sitting fees can be made with the approval of RBI. Presently Independent 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 MD & CEO

® in lakh)
,‘?(I)'. Particulars of Remuneration CFO g:grlggg A.I!I-1°Otlajlnt
1| Gross Salary
(a) Salary as per provisions contained in Section 17(1) of the Income Tax Act,1961 16.30 13.10 29.40
(b) Value of Perquisites u/s 17(2) of the Income Tax Act, 1961 0.86 1.99 2.85
(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 - -
Total 17.16 15.09 32.25
VI. PENALTIES/PUNISHMENT/COMPOUNDING OF OFFENCES
S| ottt | o | WG | e
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 2015

To,

The Members,

The Karnataka Bank Limited,

Post Box No.599,

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

I 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 2015. 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 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 2015, 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 ('SEBIAct'):-

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, 1992;

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

d) The Securities and Exchange Board of India (Employee Stock Option Scheme and Employee Stock
Purchase Scheme) Guidelines, 1999;

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;

vi. Banking RegulationsAct,1949;

| have also examined compliance with the applicable clauses of the Listing Agreements entered into by the Bank with
National Stock Exchange of India Ltd and Bombay Stock Exchange Ltd.

During the period under review the Bank has generally complied with the provisions of the Act, Rules, Regulations,
Guidelines, Standards, etc. mentioned above.
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During the period under review, provisions of the following regulations were not applicable to the Bank:

i. The Securities and Exchange Board of India (Delisting of Equity Shares) Regulations, 2009; and
ii. The Securities and Exchange Board of India (Buyback of Securities) Regulations, 1998;

| 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, Clause 49 of the Listing Agreement 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.

| 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 the Bank has issued 32263 equity shares to its employees pursuant to
exercise of options vested under the Employees Stock Option Scheme of the Bank.

For Ullas Kumar Melinamogaru & Associates
Practising Company Secretaries

Date : May 18, 2015 ) 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 a reference to the web-link to the CSR policy and projects or programs.

Business organizations operate as part of society but not in isolation. 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 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 VII 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 - Chairman of the Committee

2. Mr. D Harshendra Kumar - Independent Director

3. Mr. Rammohan Rao Belle- Independent Director.

Average net profit of the Bank for the last three financial yeas:¥301.73 crore
Prescribed CSR expenditure (two per cent of the amount as above): 36.03 crore

Details of CSR spent during the financial year.
a. Totalamountto be spentfor the financial year: ¥ 6.03 crore

The Bank has spent< 2.04 crore during the financial year 2014-15 (including amount to be released in respect of
already sanctioned project).

b. Amountunspent, ifany:33.99 crore
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¢. Manner in which the amount spent during the financial year is detailed below:

(% in lakh)
. Amount Amotunt Cumulative Amount
_ Project or Programs | otjay t; L .°"t expenditure |  spent:
Sl. CSR Project Sector in which the (1) Local area or other | (p,qget) g ebPI:°Jed° upto the Direct or
No. pr activity Project is covered (2) State and district | project or ‘; :fea ts reporting through
identified where the projects program- e)i Lngﬁzre period | implementing
were undertaken wise | zverhea | (31:032015) | agency
. Promoting Education, enhancing Karnataka, Maharashtra, )
1 | Education woman employment Andra Pradesh & Goa 68.48 27.42 2742 Direct
2 | Drinking Water Sanitation and making available safe Karnataka & 6.66 3.79 3.79 Direct
drinking water Maharashtra
3 | Restoration of Buildings| Protection of art and culture including Karnataka
and sites of historical | restoration of buildings and sites of 23.05 15.70 15.70 Direct
importance historical importance, works of art
Sanitation, encouraging cleanliness Karnataka
4 | Swach Bharat under Swach Bharath, Construction 19.75 6.10 6.10 Direct
of toilets.
Promoting health care including Karnataka, Rajasthan
5 | Health Care preventive health care, Tamilunadu & 45.26 2417 2417 Direct
eradicating malnutrition Maharashtra
6 | Women empowerment | Empowering women, setting up of )
and help to orphans, | homes/hostels for orphans, providing Kamataka & 8.07 6.32 6.32 Direct
physically disabled assistance to physically disabled Tamilnadu
persons persons
7 | Rural Development Rural Development Karnataka 10.85 0.00 0.00 Direct
Eradicating hunger, poverty,
promotion of Art & .
8 | Others Culture, Development Karnataka, Maharashtra| ~ 21.88 13.29 13.29 Direct
activities of society, Green initiatives. & Uttar Pradesh
Environment sustainability
TOTAL 204.00 96.79

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 for the first
time, the Bank is in the process of re-aligning its resources to the projects/programmes as indicated in Schedule VII of
the Companies Act, 2013. The Bank having spent¥2.04 crore (including amount to be released in respect of already
committed projects), has plans to increase its CSR spend in the coming years by taking up CSR activities on large
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/-

P Jayarama Bhat

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;

MD& CEO: 67.99x

(ii)

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: No increase in remuneration. However, the
variable pay in relation to the last financial year was
paid during the financial year 2014-15 which constitute
6.10 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/annual increment portion of the
salary of CFO and CS during the year, there was no
increase in the remuneration of the CFO and CS.

(iii)

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

The Bank being part of bipartite wage settlement
entered into by the IBA with the workmen association
and Officers organization which is valid for five years,
there was no increase in remuneration except annual
increment and increase in Dearness Allowance linked
to consumer price index. The per cent increase in the
median remuneration was 4.21 per cent.

(iv)

the number of permanent employees on the rolls
of company;

7382

(v)

the explanation on the relationship between
average increase in remuneration and company
performance;

The net profit of the Bank for the year ended March 31,
2015 has increased by 45.15 per cent whereas the
average increase in employee remuneration was at
10.84 percent.

(vi)

comparison of the remuneration of the Key
Managerial Personnel against the performance
of the company;

For the financial year 2014-15, KMPs were paid 0.20
per cent of the net profit of the year.

(vii)

variations in the market capitalisation of the
company, price earnings ratio as at the closing
date of the current financial year and previous
financial year and percentage increase over
decrease in the market quotations of the shares
of the company in comparison to the rate at which
the company came out with the last public offer in
case of listed companies, and in case of unlisted
companies, the variations in the net worth of the
company as at the close of the current financial
year and previous financial year;

The Market capitalization of the Bank has increased
from %2209.14 crore as on March 31, 2014 to
2348.99 crore as on March 31, 2015.

Over the same period, the price to earnings ratio
moved from 7.10 to 5.20. Share price of the Bank has
increased by 3.88 per cent to ¥ 124.65 over the last
public offering, i.e. IPO in September 1995 at the price
of% 120 per share.
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(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 no increase in salaries of employees other
than managerial personnel in the last financial year
except for 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.

(ix) comparison of the each remuneration of the Key
Managerial Personnel against the performance

ofthe company;

The comparison of remuneration of each of the Key
Managerial personnel against the performance of the
Bankisasunder:

Salary of KMP % of Net Profit for
(% in lakh) the year
MD & CEO : ¥56.15 0.12
CFO 1 317.16 0.04
Cs : %15.10 0.03

(x)

the key parameters for any variable component
of remuneration availed by the directors;

Variable pay was paid only to MD & CEO as per the
Compensation Policy of the Bank taking into
consideration the ratio of Profit Before Tax (PBT) to the
three year moving Average Risk Weighted Assets and
the risk rating as assessed internally besides capping
overall MDs salary including variable pay to 0.036 per
cent of the net total income and subject to variable pay
not exceeding 20% of fixed pay. The variable pay as
per Compensation Policy shall not exceed 70 per cent
of fixed pay in any year and in case variable pay
exceeds 50 per cent of the fixed pay, there shall be
deferral of such variable pay.

Regulatory guidelines as per approval from Reserve
Bank of India and shareholders have also been
obtained.

(xi) the ratio of the remuneration of the highest paid
director to that of the employees who are not
directors but receive remuneration in excess of

the highest paid director during the year; and

No such employee.

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.

(xii)

Yes. Itis confirmed.
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BALANCE SHEET AS ON 31°" MARCH 2015

(000's omitted)
Schedule 31.03.2015 31/03.2014
g g
CAPITAL AND LIABILITIES
Capital 1 188,45,66 188,42,22
Reserves and Surplus 2 3200,60,39 2863,77,54
Deposits 3 46008,60,55 40582,82,87
Borrowings 4 1037,75,78 1915,19,11
Other Liabilities and Provisions 5 1401,17,55 1478,58,32
Total 51836,59,93 47028,80,06
ASSETS
Cash and balances with Reserve Bank of India 6 2488,44,50 2152,73,34
Balances with Banks and Money at
Call and Short Notice 7 125,70,98 184,66,90
Investments 8 15988,05,95 15226,78,14
Advances 9 31679,98,76 28345,48,95
Fixed Assets 10 291,85,32 197,48,10
Other Assets 1 1262,54,42 921,64,63
Total 51836,59,93 47028,80,06
Contingent Liabilities 12 8315,68,67 9007,93,21
Bills for Collection 4103,52,90 2838,63,21
Significant Accounting Policies 17
Notes on Account 18
Sd/- Sd/- Sd/- Sd/- Sd/-
Muralidhar K. Rao Y.V. Balachandra Raghurama M.S. Mahabaleshwara P. Jayarama Bhat

Deputy General Manager Company Secretary

Sd/- Sd/-
Ananthakrishna S.V. Manjunath
Chairman
Directors

General Manager & CFO

D. Harshendra Kumar

Chief General Manager

Sd/-

Dr. H. Ramamohan
T.R. Chandrasekaran

Directors

Managing Director & CEO

Sd/-

Ashok Haranahalli
Rammohan Rao Belle
B.A. Prabhakar
Directors

Refer our report of even date

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

For Kamath & Rau
Chartered Accountants
Firm Regn. No. 0016898

Sd/- Sd/-
Parineeth Rau C.S. Gopalakrishna
Partner Partner
M.No. 222039 M.No. 014706

Place : Mangaluru
Date : 22" May 2015
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PROFIT AND LOSS ACCOUNT FOR THE YEAR ENDED 31°" MARCH 2015
(000's omitted)

Schedule For the year ended For the year ended
31.03.2015 31.03.2014
No. z 7
I. INCOME
Interest Earned 13 4698,41,93 4188,82,82
Other Income 14 506,99,51 505,58,17
Total 5205,41,44 4694,40,99
Il. EXPENDITURE
Interest Expended 15 3529,57,25 3132,76,10
Operating Expenses 16 902,46,68 874,60,10
Provisions and Contingencies 321,92,49 376,01,36
Total 4753,96,42 4383,37,56
ll. PROFIT
Net profit for the year 451,45,02 311,03,43
Profit brought forward 16,06 8,94
Total 451,61,08 311,12,37
IV. APPROPRIATIONS
Transfer to Statutory Reserve 230,00,00 147,00,00
Transfer to Capital Reserve 3,14,80 0
Transfer to Revenue Reserve 58,00,00 63,00,00
Transfer to Special Reserve u/s 36 (1) (viii) of Income Tax Act 26,06,95 23,21,48
Transfer to Investment Reserve Account 19,24,69 (11,47,63)
Transfer to Other Funds 80,00 1,00,00
Transfer to Proposed dividend 94,22,83 75,40,89
Transfer to Tax on proposed dividend 19,71,71 12,81,57
Balance carried over to Balance Sheet 40,10 16,06
Total 451,61,08 311,12,37
Earning per share
Basic g 23.96 16.51
Diluted 4 23.95 16.50
Significant Accounting Policies 7
Notes on Account 8
Sd/- Sd/- Sd/- Sd/- Sd/-
Muralidhar K. Rao Y.V. Balachandra Raghurama M.S. Mahabaleshwara P. Jayarama Bhat
Deputy General Manager Company Secretary General Manager & CFO Chief General Manager Managing Director & CEO
Sd/- Sd/- Sd/- Sd/-
Ananthakrishna S.V. Manjunath Dr. H. Ramamohan Ashok Haranahalli
Chairman D. Harshendra Kumar T.R. Chandrasekaran Rammohan Rao Belle
Directors Directors B.A. Prabhakar

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
Sd/- Sd/-
Parineeth Rau C.S. Gopalakrishna
Partner Partner
M.No. 222039 M.No. 014706

Place : Mangaluru
Date : 22" May 2015
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CASH FLOW STATEMENT FOR THE YEAR ENDED 31* MARCH 2015

(000's omitted)

Year Ended Year Ended
March 31, 2015 March 31, 2014
3 3 3 3
A CASH FLOW FROM OPERATING ACTIVITIES
Net profit before tax and extra ordinary items 575,32,76 548,95,23
Adjustments for :
Depreciation on Fixed Assets including
Lease Adjustment charges (14,16,77) 25,563,22
Provisions and Contingencies 213,97,86 278,39,74
Amortisation of premium on Held to
Maturity Investments 34,82,16 34,77,28
234,63,25 338,70,24
Operating profit before working capital changes 809,96,01 887,65,47
Adjustment for :
i) Advances & Other Assets (3502,45,91) (3309,31,89)
ii) Investments (728,76,69) (1838,16,24)
iii) Deposits,Borrowings & Other Liabilities 4400,33,52 4841,66,88
169,10,92 (305,81,25)
Cash generated from operations 979,06,93 581,84,22
Direct taxes paid 330,97,07 177,91,33
Net cash flow from operating activities (A) 648,09,86 403,92,89
B CASH FLOW FROM INVESTING ACTIVITIES
Purchase of fixed assets (81,20,19) (56,89,27)
Sale of fixed assets 70,63 2,56,42
Net cash used in investing activities (B) (80,49,56) (54,32,85)
TOTAL (A+B) 567,60,30 349,60,04
C CASH FLOW FROM FINANCIAL ACTIVITIES
Proceeds from issue of share capital (net of expenses) 15,82 31,92
Proceeds from long term borrowings (203,77,28) 121,00,70
Dividend paid (Including Tax on Dividend) (87,23,60 (87,32,18)
Net Cash generated from Financing Activities ( C ) (290,85,06) 34,00,44
Net increase in Cash & Cash equivalents (A+B+C) 276,75,24 383,60,48
Cash & cash equivalents as at (opening) 2337,40,24 1953,79,76
Cash & cash equivalents as at (closing) 2614,15,48 2337,40,24
Sd/- Sd/- Sd/- Sd/- Sd/-
Muralidhar K. Rao Y.V. Balachandra Raghurama M.S. Mahabaleshwara P. Jayarama Bhat

Deputy General Manager Company Secretary General Manager & CFO Chief General Manager Managing Director & CEO

Sd/- Sd/- Sd/- Sd/-
Ananthakrishna S.V. Manjunath Dr. H. Ramamohan Ashok Haranahalli
Chairman D. Harshendra Kumar T.R. Chandrasekaran Rammohan Rao Belle

Directors Directors B.A. Prabhakar

Directors
Refer our report of even date
For Abarna & Ananthan

Chartered Accountants
Firm Regn. No. 000003S

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

Sd/- Sd/-
Parineeth Rau C.S. Gopalakrishna
Partner Partner
M.No. 222039 M.No. 014706

Place : Mangaluru
Date : 22" May 2015
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SCHEDULE ANNEXED TO THE BALANCE SHEET
(000's omitted)

As on As on
31.03.2015 31.03.2014
4 3

SCHEDULE - 1 CAPITAL
Authorised Capital

30,00,00,000 Equity shares of 10/- each 300,00,00 300,00,00
(Previous year 30,00,00,000 Equity shares of 310/- each)

Issued Capital

18,84,69,383 equity shares of 10 each 188,46,94 188,43,71
(Previous year 18,84,37,120 Equity shares of ¥10/- each)

Subscribed Capital

18,84,63,305 Equity shares of 310/- each 188,46,33 188,42,89
(Previous year 18,84,28,922 Equity shares of 310/- each)

Paid-up Capital

18,84,46,755 Equity shares of ¥10/- each 188,44,68 188,41,24
(Previous year 18,84,12,372 Equity shares of ¥10/- each)

Add : Forfeited Shares 98 98
Total 188,45,66 188,42,22

SCHEDULE - 2 RESERVES AND SURPLUS
. Statutory Reserve

Opening balance 1523,00,00 1376,00,00
Additions during the year 230,00,00 147,00,00
1753,00,00 152,30,000
Deductions during the year 0 0
Total 1753,00,00 1523,00,00

Il. Capital Reserve
Opening balance 66,94,56 66,94,56
Additions during the year 3,14,80 0
70,09,36 66,94,56
Deductions during the year 0 0
Total 70,09,36 66,94,56

lll. Share Premium
Opening balance 722,43,00 721,49,48
Additions during the year 43,22 93,52
722,86,22 722,43,00
Deductions during the year 0 0
Total 722,86,22 722,43,00

IV. Revenue and other Reserves
a) Revenue Reserve

Opening balance 445,23,73 409,25,00
Additions during the year 58,00,00 63,00,00
503,23,73 472,25,00

Deductions during the year 0 27,01,27
Total 503,23,73 445,23,73
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(000's omitted)

As on As on
31.03.2015 31.03.2014
4 4
b) Special Reserve u/s 36(1)(viii) of Income Tax Act
Opening balance 102,68,73 79,47,25
Additions during the year 26,06,95 23,21,48
128,75,68 102,68,73
Deletion during the year 0 0
Total 128,75,68 102,68,73
c) Employee Stock Option Outstanding
Opening balance 3,31,46 3,99,99
Additions during the year 0 0
3,31,46 3,99,99
Deductions during the year 30,85 68,53
Total 3,00,61 3,31,46
d) Investment Reserve Account
Opening balance 0 11,47,63
Additions during the year 19,24,69 0
19,24,69 11,47,63
Deductions during the year 0 11,47,63
Total 19,24,69 0
V. Balance in Profit and Loss Account 40,10 16,06
GRAND TOTAL (1 TO V) 3200,60,39 2863,77,54
SCHEDULE -3 DEPOSITS
A.l.Demand Deposits
1. From Banks 1,81,92 2,53,50
2. From others 2869,58,29 2746,28,54
2871,40,21 2748,82,04
Il. Savings Bank Deposits 8601,91,81 7558,75,80
lll. Term Deposits
1. From Banks 23,47,09 38,88,95
2. From others 34511,81,44 30236,36,08
34535,28,53 30275,25,03
Total : (I, Il and Ill) 46008,60,55 40582,82,87
B. 1. Deposits of branches in India 46008,60,55 40582,82,87
2. Deposits of branches outside India 0 0
Total (1+2) 46008,60,55 40582,82,87
SCHEDULE -4 BORROWINGS
. Borrowings in India
1. Reserve Bank of India 0 665,00,00
2. Other Banks 0 8
3. Other Institutions and Agencies 356,50,78 650,19,03
4. Subordinated Debts for Tier || Capital 600,00,00 600,00,00
Total 956,50,78 1915,19,11
Il. Borrowings outside India 81,25,00 0
Total : (I and Il) 1037,75,78 1915,19,11
Secured borrowings included in | & Il above 0 279,90,97
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(000's omitted)

As on As on
31.03.2015 31.03.2014
3 3
SCHEDULE -5 OTHER LIABILITIES AND PROVISIONS
I. Bills Payable 275,86,54 236,34,44
II. Inter Office adjustments (Net) 13,41,60 2,47,61
I1l. Interest accrued 104,45,33 125,19,04
IV. Deferred Tax Liability (Net) 8,39,08 205,89,99
V. Others (including Provisions) 999,05,00 908,67,24
Total 1401,17,55 1478,58,32
SCHEDULE -6 CASH AND BALANCES WITH RBI
I. Cash in hand 485,36,53 300,91,19
(including foreign currency notes)
Il. Balances with Reserve Bank of India
1. In Current Account 2003,07,97 1851,82,15
2. In Other Accounts 0 0
Total 2003,07,97 1851,82,15
Total : (I and Il) 2488,44,50 2152,73,34
SCHEDULE -7 BALANCES WITH BANKS AND MONEY AT
CALL AND SHORT NOTICE
. ININDIA
i. Balances with Banks
a) In Current Accounts 61,99,46 41,03,27
b) In other deposit accounts 85,00 17,85,00
62,84,46 58,88,27
ii. Money at Call and Short Notice
a) With Banks 0 0
b) With other institutions 0 99,86,56
0 99,86,56
Total (1) & (I1) 62,84,46 158,74,83
Il. OUTSIDE INDIA
i. In Current Accounts 61,52 25,92,07
ii. In Other Deposit Accounts 62,25,00 0
iii. Money at Call and Short Notice 0 0
Total 62,86,52 25,92,07
Grand Total (I and II) 125,70,98 184,66,90
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(000's omitted)

As on As on
31.03.2015 31.03.2014
3 3
SCHEDULE - 8 INVESTMENTS
l. Investments in India (Gross ) 16017,73,92 15323,79,39
Less: Provision for depreciation 29,67,97 97,01,25
Net Investments In India 15988,05,95 15226,78,14
Break-up :
1. Government Securities 11452,06,70 10434,00,34
2. Other Approved Securities 0 0
3. Shares 127,96,07 149,85,70
4. Debentures and Bonds 1341,14,20 1366,54,58
5. Subsidiaries and/or Joint Ventures 0 0
6. Others 3066,88,98 3276,37,52
Total 15988,05,95 15226,78,14
Il. Investments outside India 0 0
Total (I+Il) 15988,05,95 15226,78,14
SCHEDULE -9 ADVANCES
A) 1. Bills Purchased and discounted 886,02,73 958,20,15
2. Cash Credits, Overdrafts and
Loans repayable on demand 12158,92,05 10769,76,00
3. Term Loans 18635,03,98 16617,52,80
Total 31679,98,76 28345,48,95
B) 1. Secured by Tangible Assets (including book debts) 28684,79,92 25250,78,15
2. Secured by Bank/Government Guarantees 1878,30,20 1811,41,97
3. Unsecured 1116,88,64 1283,28,83
Total 31679,98,76 28345,48,95
C) I. Advances in India
1. Priority Sectors 12587,30,14 10882,20,40
2. Public Sectors 876,79,32 768,55,95
3. Banks 0 0
4. Others 18215,89,30 16694,72,60
Total 31679,98,76 28345,48,95
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. ) 31679,98,76 28345,48,95
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(000's omitted)

As on As on
31.03.2015 31.03.2014
4 4
SCHEDULE - 10 FIXED ASSETS
. Premises
At cost as on 31*March of the preceding year 131,66,43 111,10,01
Additions during the year 5,41,29 20,70,04
137,07,72 131,80,05
Deductions during the year 33 13,62
137,07,39 131,66,43
Depreciation to-date 16,14,08 34,32,17
Total 120,93,31 97,34,26
Il. Other Fixed Assets (including Furniture and Fixtures)
At cost as on 31*March of the preceding year 287,25,85 256,33,16
Additions during the year 75,78,73 36,19,24
363,04,58 292,52,40
Deductions during the year 4,93,87 5,26,55
358,10,71 287,25,85
Depreciation to date 187,18,70 187,12,01
Total 170,92,01 100,13,84
Total (I+11) 291,85,32 197,48,10
SCHEDULE - 11 OTHER ASSETS
I. Interest accrued 277,38,37 261,83,01
Il. Tax paid in advance/tax deducted at source (net of
provisions) 801,31,96 445,44,63
Ill. Stationery and Stamps 6,79,60 6,03,37
IV. Non-Banking Assets acquired in satisfaction of claims 1,86,04 1,61,02
V. Others 175,18,45 206,72,60
Total 1262,54,42 921,64,63
SCHEDULE - 12 CONTINGENT LIABILITIES
I. Claims against the Bank not acknowledged as debts 33,55,24 32,55,54
Il Liability for Partly paid investments 0 0
Il. Liability on account of outstanding Forward Exchange
Contracts including derivatives 5575,88,51 6596,36,52
IV. Guarantees given on behalf of constituents
a) In India 2172,56,30 1802,29,41
b) Outside India 0 0
V. Acceptances, Endorsements and other Obligations 483,07,63 576,71,74
VI. Other items for which the bank is contingently liable 50,60,99 0
Total 8315,68,67 9007,93,21
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SCHEDULES TO PROFIT & LOSS ACCOUNT FOR THE YEAR ENDED 31°" MARCH 2015 )
(000's omitted)

For the year ended For the year ended
31.03.2015 31.03.2014
N 3

SCHEDULE - 13 INTEREST EARNED
|. Interest/discount on advances/bills 3505,56,44 3161,55,17
Il. Income on Investments 1184,62,78 1021,92,23
I1l. Interest on balances with R.B.l / other Inter-Bank funds 1,98,42 2,72,66
IV. Others 6,24,29 2,62,76

Total 4698,41,93 4188,82,82
SCHEDULE - 14 OTHER INCOME
I.  Commission, Exchange and Brokerage 224,02,85 213,65,44
Il. Profit on sale of Investments (net) 112,71,33 101,69,70
Ill. Profit on Revaluation of Investments (net) 0 0
IV. Profit on sale of Land, Buildings and Other Assets (net) (29,11) 1,72,82
V. Profit on Exchange Transactions(net) 35,62,13 39,24,07
VI. Income earned by way of dividends etc., from Subsidiaries/

Companies and /or Joint Ventures abroad/ in India 0 0
VIl.Miscellaneous income 134,92,31 149,26,14

Total 506,99,51 505,58,17
SCHEDULE - 15 INTEREST EXPENDED
1. Interest on deposits 3408,26,66 2975,93,90
2. Interest on Reserve Bank of India/Inter-Bank Borrowings 27,36,37 51,88,28
3. Others 93,94,22 104,93,92

Total 3529,57,25 3132,76,10
SCHEDULE - 16 OPERATING EXPENSES
I.  Payments to and provisions for employees 524,66,43 525,40,12
Il. Rent, Taxes and Lighting 90,70,38 73,30,25
lll. Printing and Stationery 7,34,32 7,22,35
IV. Advertisement and Publicity 7,91,17 6,28,15
V. Depreciation on Bank's property (14,17,09) 25,52,90
VI. Directors' fees, allowances and expenses 96,38 98,74
VII. Auditors' fees and expenses (including branch audit fees ) 2,17,95 2,11,02
VIll.Law charges 2,47,62 1,63,33
IX. Postage, telegrams, telephones etc. 12,92,48 11,17,99
X. Repairs and maintenance 22,45,96 17,64,58
XI. Insurance 48,15,50 42,13,69
XII. Other expenditure 196,85,58 161,16,98

Total 902,46,68 874,60,10
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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 confirm 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 in the banking industry 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 (NPA) are appropriated towards the principal, interest and
charges in the order of demand except in the case of One Time Settlement (OTS) where 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:

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.

In case of financial assets sold to Securitisation/reconstruction Company, if the sale is at a price below the Net
book value (NBV), the shortfall is debited to the Profit and Loss account. 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.
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5. FIXEDASSETS:

Premises and other fixed assets have been shown at cost as reduced by depreciation written off to date. 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 Prorata basis from the date
of such Addition or as the case may be, upto the date on which such Asset has been sold, discarded, demolished or
destroyed.

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
recognized 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
of the 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 Profit and 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 en-cashable 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.

Provisions for short term employee benefits are accounted for on an estimated basis.
9. EMPLOYEE STOCKOPTION:

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/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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11. SHARE ISSUE EXPENSES:
Share issue expenses are adjusted in share premium account.
12. 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 share outstanding as atthe yearend.

13. 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 TaxAct 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.

14. 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.

15. 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, and (v) Depreciation on Investments and other
necessary and applicable provisions.

SCHEDULE -18

NOTES ON ACCOUNTS FORMING PART OF THE BALANCE SHEET AS ON 31" MARCH 2015, THE PROFIT
AND LOSS ACCOUNTAND THE CASH FLOW STATEMENT FOR THE YEAR ENDED 31*MARCH 2015.

1. Disclosures as per RBl requirement:
1.1 Capital:

(% in crore)
sl ) Current Year Previous Year
Particulars
No. Basel lll| Basel Il Basel lll Basel Il
a Common Equity Tier 1 capital ratio (%) 10.52 10.54 10.73 10.82
b Tier 1 capital ratio (%) 10.52 10.54 10.73 10.82
c Tier 2 capital ratio (%) 1.89 213 2.47 2.48
d Total Capital ratio (CRAR) (%) 12.41 12.67 13.20 13.30
e Amount of equity capital raised Nil Nil Nil Nil
f Amount of additional Tier 1 capital raised, of which Nil Nil Nil Nil
- PNCPS Nil Nil Nil Nil
- PDI Nil Nil Nil Nil
g Amount of Tier 2 capital raised, of which Nil Nil Nil Nil
- Debt capital instruments Nil Nil Nil Nil
- Preference share capital instruments Nil Nil Ni INil
- Perpetual cumulative preference shares(PCPS) Nil Nil Nil Nil
-Redeemable non cumulative preference shares( RNCPS) Nil Nil Nil Nil
-Redeemable cumulative preference shares( RCPS) Nil Nil Nil Nil
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1.2 Investments (% in crore)
SI.No. Particulars Current Year Previous Year
1 Value of Investments
A | Gross Value of Investments
a In India 16017.74 15323.79
b Outside India Nil Nil
B | Provisions for Depreciation
a In India 29.68 97.01
b Outside India Nil Nil
C | Net Value of Investments
a In India 15988.06 15226.78
b Outside India Nil Nil
2 Movement of provisions held towards
depreciation on investments
a Opening balance 97.01 87.92
b Add: Provisions made during the year 0.00 26.99
c Less:Write-off /write back of excess provisions
during the year 67.33 17.90
d Closing balance 29.68 97.01
1.2.1 Repo Transactions (in face value terms) (% in crore)
S _ Outstanding during the year Outstanding
No. Particulars . Daily As on
Lol Max | Average | 31.03.2015
1 | Securities sold under Repo
a | Government securities 30.00 100.00 24.74 0.00
b | Corporate Debt securities Nil Nil Nil Nil
2 | Securities purchased under reverse Repo
a | Government securities 10.00 140.00 25.49 40.00
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: ®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 608.98 275.15 Nil Nil Nil
2 | Financial Institutions 2541.36 2061.39 Nil Nil Nil
3 | Banks 953.27 31.99 Nil Nil Nil
4 | Private Corporates 262.73 130.61 12.00 Nil 2.00
5 | Subsidiaries / joint ventures Nil Nil Nil Nil Nil
6 | Others 199.33 189.34 Nil Nil Nil
7 | Less Provision held towards
depreciation -29.68
TOTAL 4535.99

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 Previous Year
Opening Balance 14.11 12.85
Additions during the year 6.64 1.26
Reductions during the above period 7.89 Nil
Closing Balance 12.86 14.11
Total Provision Held 12.86 14.11

1.2.2.iii. Sale and transfers to/from HTM Category
During the year, the Bank has not sold and transferred any securities to/from HTM Category exceeding 5% of the book
value ofinvestments held in HTM Category in the beginning of the year.

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 Derivative

(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 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 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 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 it's 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.

(ii) Quantitative Disclosure:: (% 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*PV01)
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 /speculative 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 31,2015
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1.4 Asset Quality
1.4.1 Non-Performing Assets (% in crore)
SI.No. Particulars Current Year Previous Year
1 Gross NPA to Gross Advances (%) 2.95 2.92
2 Net NPA to Net Advances (%) 1.98 1.91
3 Movement of NPAs (Gross)
a) Opening Balance 835.94 638.86
b) Additions during the year* 929.83 653.88
c) Reductions during the year* 821.56 456.80
d) Closing balance 944 .21 835.94
4 Movement of Net NPAs
a) Opening Balance 538.04 377.75
b) Additions during the year 557.81 508.26
¢) Reductions during the year 472.30 347.97
d) Closing balance 623.55 538.04
5. Movement of provisions for NPAs
a) Opening Balance 271.53 198.41
b) Provision made during the year 223.07 210.54
c) Write off/write back of excess provision 179.25 137.42
d) Closing balance 315.35 271.53
* Includes intra quarter additions/deletions to the extent of ¥339.83 crore (previous year ¥175.82 crore.)
1.4.2 Details of Loan assets subject to Restructuring: ® in crore)
sl Type of é&lsse? Under CDR Mechanism Under SME Debt Restructuring Others Total
Bl Resiiciiing fications | STD | 58 | DS | LS | Total| STD | SS | DS | LS | Total| STO | Ss | DS | LS | Total| STD| SS | DS | LS | Total
1. | Restructured Accouts as | No. of 12 0 2 1 15 4 0 1 0 5 675| 34| 198| 18| 925| 691 34| 201 19| 945
on April 1 or the FY borrowers
(Opening figures) Amount | 402.37 0| 5172 319 [457.28 | 1562 0 129 0| 2852[1266.47] 28.97| 79.86| 023 |1375.53( 168446 28.97| 14448| 342 186133
outstanding|
Provision 3773 0| 2243 319 | 63.35 0.64 0 742 0 8.06| 109.95 6.75| 4151 0.23 | 158.44| 148.32 6.75| 71.36 342 229.85
thereon
2. | Fresh Restructuring No. of 0 0 0 o[ o 3 0 0 0 3 173 1 0 o 174 178 1 o o 177
during the year borrowers
Amount | -6.25 0 0 0 -625| 920 0 0 0 920] 450.17] 046| 043 0| 451.06] 45312 o046 043] 0 | 45401
outstanding|
Provision | 14.79 0 0 o[ 1479 o048 0 0 0 048] 5422 1353 476 0| 7251 6949 1353[ 476 0| sr78
thereon*
3. | Upgradations to No. of 0 0 0 0 0 0 0 0 0 0 14 -4 -9 -1 0] 14 -4 -9 -1 0
restructured standard borrowers
category during the FY  [Amount 0 0 0 0 0 0 0 0 0 o 873 -118| 25| 0| 000 373 -118| -255 0 0
Provision 0 0 0 0 0 0 0 0 0 of o097 018 079 o o0 o097 -018] -079 0 0
thereon
4. | Restructured standard No. of -1 -1 0 0 -205) =205 -206) -206
advances which ceases to | borrowers
attract higher provisioning 'y 0 ™™ 14 a8 o 0| 4890 4890 5038 5038
and/or additional risk " : ’ : : : :
weight at the end of the
FYand hence need notbe | proyision | -0.08 -0.08 0 of -329 329 337 -3.37
shown as restructured thereon
standard advances at the
beginning of the next FY
5. | Down -gradation of No. of 0 0 0 0 0 El 0 1 0 0 a8 18 58 8 of 49 18 5 8 0
restructured borrowers
during the FY Amount 0 0 0 0] 000 30 0| 930 0 o 17881 109.07| 6957 047 of 18811 109.07| 7887 0.7 0
Provision 0 0 0 0 0.00 -0.33 0 0.33 0 0| -1347 1.86| 1157 0.04 0| -13.80 1.86| 11.90| 0.04 0
thereon
6. | Write - offs of restructed | No. of I 2 0 EY of 4 of 2] e8] o wsr| 7| s er| o 0| 7| 43
accounts during the FY borrowers
Amount | -67.10| 0| -5172[ 071 -Mes3[ 107 0| -15.20 0] -16.27| -34.88] 223 | 68.08] -0.12[ -105.31 -103.05] -223[-135.00] 083 -241.11
Provison | -278| 0| -2243| -071| -2592] -0.02 0| 593 0| 595 -6.15] 169 | -1342] 001 -21.25 -895 -169| <4178 -070] -53.12
thereon*
7. | Restructured Accounts as | No. of 10 0 0 1 1" 5 0 1 0 6 544 4 190 18 7561 559 4 191 19) 73
on March 31 of FY borrowers
(Closing figure) Amount_ 327.54 0 0| 248 | 330.02| 14.45 0| 7.00 0| 21.45 | 1457.78| 135.09 | 79.23 0.281672.38| 1799.77| 135.09| 86.23 2.76( 2023.85
Provision | 4966 0 0 248 | 5214 o7 o 182 0| 259 | 14223 2027] 4363 o028] 20641 19266 2027 4545 276 261.14
thereon

*Provision including incremental provision

Note : 1. The figures under Sr.No. 2 include ¥113.44 crore of fresh / addition / deletion to existing restructured accounts
2. Write-offs of restructured accounts during the year include reduction of ¥167.38 crore from existing restructured accounts by way of closure/recovery.
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1.4.3 Details of Financial Assets sold to Securitization/Reconstruction Company for Asset Reconstruction:

(% in crore)
SI.No. Particulars Current Year Previous Year
1 No of Accounts 41 2
2 Aggregate Value (net of Provisions) of accounts sold to SC/RC 180.01 0.10
3 Aggregate consideration 169.59 22.29
4 Additional consideration realised in respect of accounts
transferred in earlier years Nil Nil
5 Aggregate Gain / (Loss) over net book value (10.42) 22.19
Details of Security Receipts from Securitisation/ Reconstruction Companies: ® in crore)
Backed by NPAs sold by
E:&kgg tt;'nye":)Zﬁi other banks/ financial Total
BATCHIETS as underlyin institutions/ non-banking
ying financial companies as underlying
Previous | Current Previous Current Previous | Current
Year Year Year Year Year Year
Book value of investments in security
receipts 67.77 | 185.42 3.13 2.24 70.90 | 187.66

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
Provisions towards Standard Assets 214.89 172.92

1.5 Business Ratios

SI.No. Particulars Current Year Previous Year
1 Interest Income to working funds 9.47% 9.54%
2 Non-interest income to working funds 1.02% 1.15%
3 Operating profits to working funds 1.56% 1.56%
4 Return on Assets 0.91% 0.71%
5 Business (Deposits Plus Advances) per employee(X in crore) 10.52 9.59
6 Profit per employee (% in crore) 0.06 0.04

1.6 Asset Liability Management:
Maturity Pattern of certain items of assets and liabilities: ( in crore)

Foreign | Foreign

Deposits | Advances |Investments |[Borrowings| Currency | Currency

Assets | Liabilities
1 day 551.49 716.44 11.68 0.00 116.10 32.21
2 to 7 days 593.62 151.72 148.56 0.00 356.73 310.39
8 to 14 days 526.84 326.16 0.00 0.00 60.67 13.03
15-28 days 485.49 225.20 204.21 0.00 115.75 19.40
29 days to 3 months 2446.37| 2199.96 950.61 81.25 | 1363.86 | 1450.17
Over 3 months and up to 6 months 2442.86| 1770.60 419.13 85.98 609.66 492.60
Over 6 months and up to 12 months 6795.68| 3672.25 306.66 80.14 646.78 738.66
Over 1 year and up to 3 years 17111.39| 14237.58 2347.89 310.39 2.00 96.02
Over 3 years and up to 5 years 6107.52| 3355.08 3488.40 230.00 0.00 100.70
Over 5 years 8947.35| 5025.00 8110.92 250.00 0.10 14.72
Total 46008.61| 31679.99 15988.06 1037.76 | 3271.65 | 3267.90
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1.7 Exposures
1.7.1 Exposure to Real Estate Sector:

(% in crore
Sl.No. Particulars Current Year Previous Year
1 Direct exposure
Residential Mortgages:— 3737 58 3111.24
a Lending fully secured by mortgages on residential property ’ '
that is or will be occupied by the borrower or that is rented
Of V\./hICh, individual housing loans eligible for inclusion in 177615 1662.31
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 2153.66 1894.20
residential buildings, multi-tenanted commercial premises,
industrial or warehouse space, hotels, land acquisition,
developmentand 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 7.35 12.19
Housing Bank (NHB) and Housing Finance Companies (HFCs)
Total Exposure to Real Estate Sector 5898.59 5017.63
1.7.2 Exposure to Capital Market (R in crore)
Sl.No. Category Current Year Previous Year
1 Direct investments in equity shares, convertible bonds, convertible
debentures and units of equity oriented mutual funds the corpus of 126.65 179.52
which is not exclusively invested in corporate debts
2 Advances against shares/bonds/debentures or other securities or on

clean basis to individuals for investment in shares (including IPOs/
ESOPS), convertible bonds and convertible debentures and units of
equity oriented mutual funds.

3 Advances for any other purposes where shares or convertible bonds or
convertible debentures or units of equity oriented mutual funds are Nil Nil
taken as primary security.

4 Advances for any other purposes to the extent secured by the collateral
security of shares or convertible bonds or convertible debentures or
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 37.77 40.50
issued on behalf of stockbrokers and market makers. )
6 Loans sanctioned to corporate against the security of shares /bonds/
debentures or others securities or on clean basis for meeting promoters 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
8 Underwriting commitments taken up by the banks in respect of primary
issue of shares or convertible bonds or convertible debentures or units Nil Nil
of equity oriented mutual funds.
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 164.42 220.02

Nil Nil
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1.7.3 Risk category-wise Country Exposure:

(% in crore)

Risk Category | 002015 | as ot 31.03.0015 | as 51032014 | as at 31.03.2014
Insignificant 104.96 Nil 115.36 Nil
Low 121.82 Nil 148.54 Nil
Moderate 6.45 Nil 4.81 Nil
High 0.00 Nil 0.49 Nil
Very High Nil Nil Nil Nil
Restricted 6.84 Nil 2.81 Nil
Off-Credit Nil Nil Nil Nil
TOTAL 240.07 Nil 272.01 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.

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

During the year ended 31* March 2015, the Bank has not exceeded the Individual / Group borrowers' prudential
exposure limits fixed by RBI

1.7.5 Unsecured Advances:

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

1.8. Penaltiesimposed by RBI:

No penalty has been imposed by Reserve Bank of India during the year (Previous year3 Nil)

2. Accounting Standards:

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

21 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.

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 statement for the year ended March 31, 2014 except for accounting
ofthe depreciation on the fixed assets.

In the current year effective from April 1, 2014, the Bank has changed the accounting policy of charging of depreciation
having regard to change in the estimated useful life of the assets, from Written Down Value (WDV) to Straight Line Method
(SLM) in respect of all fixed assets other than computers, since computers were already being depreciated under SLM. The
management believes that the afore stated changes better reflect the actual use of assets acquired and is in conformity with
the Companies Act, 2013.

On account of this change in accounting policy, the Bank has in the current year reversed an amount of ¥50.10 crore
representing the excess depreciation charge for the period up to March 31, 2014. As a result of this change, the net profit for
the current year is higher by ¥33.07 crore (net of taxes).

In accordance with the requirements of schedule Il of the Companies Act, 2013 the Bank has charged ¥35.93 crore as
depreciation to the Profit and Loss account of the current year reassessing the useful life of the fixed assets. The
Depreciation on Banks property shown in schedule 16- Other Operating Expenses is after netting off ¥50.10 crore as
detailed above.

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.

23 Accounting Standard 15 - Employee Benefits:

2.3.1 Various Benefits made available to the Employees are:

a) Pension: The Bank has a defined benefit plan under Pension Trust to cover employees who have joined employment upto
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.

b) 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. Liabilites 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.
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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 2015, 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, which include Medical aid, reimbursement of hospitalization expenses to the employees / their family members
and compensated absence such as sick leave and casual leave etc. The Bank has made provision for such liabilities on an

ad-hocbasis

The summarized 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:irr‘,zlgg) (g[la,::;tg) Lea(vUenE'!ll:::ggcr’r)lent

1 Method of Valuation Projected unit credit

2 Discount rate 7.98 8.08 8.08
3 Salary escalation rate 5.00 5.00 5.00
4 Rate escalation in Basic Pay 5.00 5.00 5.00
5 Attrition rate No assumption made 5.00
6 Rate of escalation in pension 5.00 - -
7 Expected rate of return on plan assets 7.98 8.08 -
8 Mortality LIC(94-96) table of mortality rates

Changes in the present value of obligations (PVO) - Reconciliation of opening and closing Balances (% in crore)

Sl.No. Particulars (T:zrr\lzi:‘;l) (g[la,::;tg) Lea(vL;enE'!l::gzg)Ient
1 Present Value of defined benefit
obligation as at 1 April 2014 609.05 139.76 64.35
2 Interest Cost 55.42 12.72 5.86
3 Current Service Cost 22.14 6.00 3.60
4 Past Service Cost-Unrecognized 0.00 0.00 0.00
5 Past Service Cost-Recognized 23.58 7.83 0.00
6 (Less) Benefits Paid (64.19) (13.75) 0.00
7 Actuarial Loss/(Gain) on Obligations 61.53 6.81 (1.92)
8 Present Value of defined benefit
obligation as at 31* March 2015 707.53 159.37 71.89
Changes in Fair value of Plan Assets- Reconciliation of Opening and Closing Balances  in crore)

Sl.No. Particulars (lr:i:ﬂ::;) (E::]t;;tg) Lea(vlanFn:nagzcr’r)lent
1 Fair Value of Plan Assets at the beginning of the year 609.05 139.76 64.35
2 Expected return on Plan Assets 48.60 11.29 0.00
3 Banks Contribution related to previous year 0.00 0.00 0.00
4 Banks Contribution related to Current year 108.66 21.64 7.54
5 (Less) Benefits Paid (64.19) (13.75) 0.00
6 Actuarial gain/(Loss ) on plan assets 5.42 0.43 0.00
7 Fair Value of Plan Asset at the end of the year 707.54 159.37 71.89
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Actual Return on Plan Assets (% in crore)
. Pension Gratuity Leave Encashment
ke, LIS (Funded) | (Funded) (Un Funded)
Expected return on Plan Assets 48.60 11.29 0.00
Actuarial Gain/(Loss) on plan Assets 5.42 0.43 0.00
3 Actual return on Plan Assets 54.02 11.72 0.00
Actuarial Gain/Loss Recognized ® in crore)
. Pension Gratuity Leave Encashment
2L L FEDLEELS (Funded) | (Funded) (Un Funded)
1 Actuarial Gain/(loss) for the period- Obligations (61.53) (6.82) (1.92)
2 Actuarial gain/(loss) for the period- Plan Assets 5.42 0.43 0.00
3 Total (Gain)/loss for the period- Plan Assets (2-1) 56.11 6.39 (1.92)
4 Actuarial (Gain)/loss recognized in the year 56.11 6.39 (1.92)
5 Unrecognized actuarial(gain)/loss at the end of the year 0.00 0.00 0.00
Amounts recognized in Balance Sheet and related analysis ® in crore)
. Pension Gratuity Leave Encashment
2L L FEGHENES (Funded) | (Funded) (Un Funded)
1 Present value of the obligations 707.53 159.37 71.89
2 Fair Value of Plan Assets 707.54 159.37 71.89
3 Differences (Assets-obligations) 0.01 0.00 0.00
4 Un recognized past service cost-non vested benefits 0.00 0.00 0.00
5 Assets recognized in the Balance Sheet (0.01) 0.00 0.00
6 Liability recognized in the Balance sheet 707.53 159.37 71.89
Expenses recognized in the statement of Profit and Loss Account ® in crore)
. Pension Gratuity Leave Encashment
S e e (Funded) | (Funded) (Un Funded)
1 Current Service Cost 22.14 6.00 3.60
2 Interest Cost 55.42 12.72 5.86
3 Expected Return on Plan Assets (48.60) (11.29) 0.00
4 Net actuarial (Gain)/Loss recognized in the year 56.11 6.39 (1.92)
5 Past Service Cost- recognized 23.58 7.83 0.00
6 Expenses recognized in the statement of
Profit and Loss Account 108.65 21.64 7.54
Movements in the Liability recognized in the Balance Sheet (% in crore)
. Pension Gratuity Leave Encashment
Sl. No. Particulars (Funded) | (Funded) (Un Funded)
1 Opening Net Liability 609.05 139.76 64.35
2 Expenses as above 108.65 21.64 7.54
3 Contributions by the Bank for the year 2013-14 0.00 0.00 0.00
4 Contributions by the Bank for the year 2014-15 108.66 21.64 7.54
5 Total Contributions Paid 108.66 21.64 7.54
6 Closing Net Liability 707.53 159.37 71.89
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Amount for the Current Period (% in crore)
. Pension Gratuity Leave Encashment
Sl.No. Particulars (Funded) (Funded) (Un Funded)
1 Present value obligations 707.53 159.37 71.89
2 Plan Assets 707.54 159.37 71.89
3 Surplus (Deficit) 0.01 0.00 0.00
4 Experience adjustments on plan liabilities- (loss)/gain 61.53 6.82 (1.92)
5 Experience adjustments on plan assets- (loss)/gain 5.42 0.43 0.00
Major Categories of plan assets (As a percentage of total plan assets) ® in crore)
. Pension Gratuity Leave Encashment
Sl.No. Particulars Trust T (Un Funded)
1 Government of India Securities 0.00 14.97 0.00
2 State Government Securities 0.00 21 0.00
3 High Quality Corporate Bonds 0.00 5.90 0.00
4 Equity Shares of Listed Companies 0.00 0.00 0.00
5 Property 0.00 0.00 0.00
6 Funds managed by insurer 99.87 66.14 0.00
7 Mutual Funds 0.00 0.00 0.00
8 Bank Deposits - Current Accounts 0.13 0.57 0.00
9 Others 0.00 10.31 0.00
10 | Total 100.00 100.00 0.00
Estimated contribution for the next Year (Z in crore)
. Pension Gratuity Leave Encashment
SI.No. Particulars Funded Funded (Un Funded)
1 Enterprises Best estimate of expenditure to be incurred
during the next year (inclusive of proportionate 84.09 4.49 7.1
amortization
g) Aprovision of¥4.06 crore (Previous year33.66 crore)is held on account of other employee benefits like LFC

23.2.

24

Encashment, Medical Aid, Hospitalisation Reimbursement, Sick Leave etc.
Employee Stock Options (ESOP)

The shareholders of the Bank had approved on 15.7.2006 grant of equity shares under employee stock option
scheme of the Bank framed in compliance with SEBI (Employee Stock Option Scheme & Employee Stock
Purchase Scheme) Guidelines, 1999.

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 ¥46.20 per share post
rights issue 2011) The options granted to employees had vested in a graded manner and these may be
exercised by the employees within a specified period. Options vested but not exercised before the specified
exercise period would lapse. The Bank follows 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.

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 Banking and (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 LR WHOLESALE BANKING BANKING OPERATIONS UL

Particulars Mar'15 | Mar'14 | Mar"15 | Mar'14 Mar'15 | Mar'14 Mar'15 | Mar'4 | Mar'15 | Mar'14
Revenue 134119 | 1178.21| 1728.21 | 1492.54 | 2028.88 | 1929.09 107.13 94.57 | 5205.41| 4694.41
Result 124.90 (4.38) 125.33 50.73 215.43 314.80 79.57 73.03 545.23 434.18
Unallocated expenses 35.94 25.53
Profit before tax 509.29 408.65
Income taxes 90.91 97.62
Extraordinary /
Exceptional Profit/Loss (33.07) 0.00
Net Profit 451.45 311.03

Other Information
Segment Assets [19284.69[ 18111.67[ 16177.03 [ 14916.42 [ 16082.11 [ 13798.13[ 0.92 [ 510 |51544.75| 46831.32
Unallocated Assets 291.85 197.48
Total Assets 51836.60| 47028.80
Segment Liabilities [17919.89[ 16847.81 [ 15234.43 [ 14040.45 [ 15021.50 [ 12900.20[ 0.86 [ 473 |48176.68| 43793.19
Unallocated
liabilities 270.86 183.41
Total Liabilities 48447.54| 43976.60

2.5 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 toI0.56 crore (previous year0.53 crore).

2.6 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:

Particular Current Year Previous Year
Earnings per share Basic (3) 23.96 16.51
Earnings per share Diluted () 23.95 16.50
Net Profit for the year attributable to Equity shares (% in crore) 451.45 311.03
Weighted Average number of Equity Shares - Basic 188432610 188385959
Weighted Average number of Equity Shares - Diluted 188528829 188513343
Nominal value per equity share (%) 10.00 10.00

Allotment of 1800 Equity shares (previous 3920 Equity shares) is kept in abeyance due to restraint orders received
and matteris sub-judice. The same has not been considered for EPS calculation, as the shares are not allotted.
2.7 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)
l\?cl; Particular Current Year Previous Year
A Deferred Tax Liabilities
1 Depreciation on fixed assets 22.59 3.33
2 Depreciation on investments 34.49 208.16
3 Accrued Interest on Investments 95.89 88.82
4 Special Reserve 44.56 34.90
5 Pension and Gratuity 0.00 10.68

Total 197.53 345.89

B Deferred Tax Assets
1 PL/LFC Encashment 25.89 22.43
2 Provision for wage revision 28.30 19.00
3 Others 134.95 98.56
Total 189.14 139.99
Net deferred tax liabilities (A) — (B) 8.39 205.90
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In the opinion of the management, there is no impairment of the fixed assets to any material extent as at 31"
March 2015 requiring recognition in terms of Accounting Standard 28.

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

Movementin Provision for Contingencies: & in crore)
] Opening as on | Provision made Provisions Closing as
Particulars 01-04-2014 | during the year | reversed/ adjusted | on 31-03-2015
Provision for Contingencies 11.84 2.20 0.29 13.75
3. Additional Disclosures:
3.1 Details of Provisions and contingencies made during the year: (% in crore)
SI.No. Particulars Current Year Previous Year
1 Provisions for Depreciation on Investment (59.44) 26.99
2 Provisions towards NPA 223.07 210.54
3 Provisions towards Standard Assets (including NPV of
Restructured Standard advances) 48.15 42.10
4 Provisions made towards taxes 107.95 97.62
5 Other Provisions & contingencies-for frauds, claims
against the bank not acknowledged as debts and other
intangibles. 2.20 (1.24)
Total 321.93 376.01
3.2 Floating /Countercyclical Provisions: ® in crore)
Particulars Current Year Previous Year
Opening Balance 6.91 10.37
Provision made during the year NIL NIL
Utilised During the Year* 6.91 3.46
Closing balance NIL 6.91

*Pursuant to Master Circular on Prudential Norms on Income Recognition and Provisioning pertaining to Advances issued by the
RBI, the Bank during the current year has utilised a sum of ¥6.91 crore from Counter Cyclical buffer for meeting shortfall on sale of
NPAs to Assets Reconstruction Companies. (Previous year the Bank had utilised the floating provision of ¥3.46 crore for making
specific provision for NPAas permitted by RBlin terms of DBOD.No.BP.95/21.04.048/2013-14 dated February 7,2014.)

3.3 Drawdown from Reserves:

The Bank has not made any drawdown during the year from the Reserves. (During the previous year ended March 31, 2014 the
Bank had created DTL of ¥27.01 crore on Special reserve for the period up to March 31, 2013 and had adjusted the same directly
from the revenue reserve. In addition to the above, in line with the RBI guidelines, the Bank had drawn a sum of%¥11.48 crore from the
Investment reserve account to meet the depreciation requirement on investment)

3.4 Complaints/ Unimplemented Awards of Banking Ombudsman:
3.4.1 Customer Complaints:

(a) No. of complaints pending at the beginning of the year 35
(b) No. of complaints received during the year 6796
(c) No. of complaints redressed during the year 6763
(d) No. of complaints pending at the end of year 68
Out of the above, the ATM complaints attributable to Acquiring Bank are detailed here below:
(a) No. of complaints pending at the beginning of the year 18
(b) No. of complaints received during the year 4383
(c) No. of complaints redressed during the year 4360
(d) No. of complaints pending at the end of year 41
3.4.2 Awards passed by the Banking Ombudsman:
(a) No. of unimplemented awards at the beginning of the year Nil
(b) No. of awards passed by the Banking Ombudsman during the year Nil
(c) No. of awards implemented during the year Nil
(d) No. of unimplemented awards at the end of the year Nil
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3.5 Disclosure of Letters of Comforts (LOC)

The Bank issues Letter of Comforts 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 2015.
Details of LOCs issued by the Bank is as follows: & in crore)
1 Letter of comforts issued during the year 838.96
2 Letter of comforts matured/cancelled during the year 935.03
3 Letter of comforts outstanding at the end of the year 291.05
3.6 Provision Coverage Ratio (PCR):
The Bank's provision coverage ratio as of March 31, 2015 is 50.54% (previous year 53.21%)
3.7 Bank Assurance Business: ®in crore)
Current Previous
"?CI". Nature of Income Year Year
1 For selling Life Insurance Policies 22.15 21.46
2 For selling Non-Life Insurance Policies 4.42 7.98
Total 26.57 29.44
3.8 Concentration of Deposits, Advances, Exposures and NPAs:
3.8.1 Concentration of Deposits:
Sl. . Current Previous
No. Particulars Year Year
1 Total deposits of 20 largest depositors (3 in crore) 2119.02 1953.98
2 % age of deposits of 20 largest depositors to total deposits 4.61 4.81
3.8.2 Concentration of Advances:
Sl . Current Previous
No. Particulars Year Year
1 Total advances of 20 largest borrowers (Z in crore) 4106.48 3311.28
2 % age of advances of 20 largest borrowers to total advances
(credit exposures including derivatives) 9.92 10.32
3.8.3 Concentration of Exposures:
Sl. . Current Previous
No. Particulars Year Year
1 Total exposures of 20 largest borrowers/ Customers
(R in crore) 4452.11 4041.06
2 Percentage of Exposures to 20 largest borrowers / customers
to Total Exposure of the bank on borrowers / customers 10.12 9.52
3.8.4 Concentration of NPAs: ® in crore)
Sl. . Current Previous
No. Particulars Year Year
1 Total fund based Exposure of Top Four NPA accounts 242.99 173.41
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3.9 Sector-Wise Advances:

(% in crore)
Current year Previous year
Sl. Percentage of Percentage of
No. Sector Outstanding|  Gocs Gross NPAs | Outstanding Gross NPAs
Total NPAs to Total Total Gross to Total
Advances Advances Advances NPAs Advances
in that sector in that sector
A | Priority Sector
1 Agriculture and allied activities 4273.15 83.54 1.95 4169.00 83.08 1.99
2 Advances to industries sector eligible as
priority sector lending 3038.58 86.66 2.85 2786.73 128.53 4.61
a Textiles 738.15 11.53 1.56 686.52 8.93 1.30
b Others 2300.43 75.13 3.27 2100.21 119.60 5.69
3 | Services 3320.04 111.49 3.36 2210.98 63.11 2.85
a Professional and self employed 928.34 22.54 243 771.53 26.92 3.49
b Trade and Business 1916.89 70.23 3.66 960.95 20.80 2.16
¢ Small road and water transport operators 361.46 18.27 5.05 338.19 12.00 3.55
d_Others 113.35 0.45 0.40 140.31 3.39 242
4 Personal and Other Loans 2066.82 25.65 1.24 1813.09 20.29 1.12
a_Housing Loan 1757.17 20.63 1.17 1629.44 16.21 0.99
b _Others 309.65 5.02 1.62 183.65 4.08 2.22
Sub-total (A) 12698.59 307.34 242 10979.80 295.01 2.69
B | NON PRIORITY SECTOR
1 Agriculture and allied activities 0 0 0.00 0.00 0.00 0.00
2 | Industry 399243 235.81 5.91 3803.09 223.12 5.87
a_Automobiles 433.92 0 0.00 354.43 0.00 0.00
b Textiles 755.31 29.90 3.96 737.30 73.01 9.90
c_Iron & Steel 618.09 65.25 10.56 637.25 14.11 2.21
d Others 2185.11 140.66 6.44 2074.11 136.00 6.56
3 | Services 2409.75 108.88 452 2252.65 60.90 2.70
a Professional and self employed 1324.30 74.39 5.62 1402.05 41.23 2.94
b Other Service activity 1085.45 34.49 3.18 850.60 19.67 2.31
4 Personal loans 4459.65 89.22 2.00 3431.69 48.80 1.42
a Housing 3458.38 67.5 1.95 2545.76 36.25 1.42
b Other Personal Loan 1001.27 21.72 217 885.94 12.55 1.42
5 | Other Non-Priority Loan 8434.91 202.96 241 8156.71 208.10 2.55
a Commercial Real estate 1541.59 34.98 2.27 1363.82 38.26 2.81
b Infrastructure Loan 2056.62 37.95 1.85 2184.80 65.58 3.00
c_Others 4836.70 130.03 2.69 4608.09 104.26 2.26
Sub-total (B) 19296.74 636.87 3.30 17644.14 540.92 3.07
Total (A+B) 31995.33 944.21 2.95 28623.94 835.93 2.92
3.10 Movement of NPA: (% in crore)
. Current Previous
Particulars Year Year
Gross NPAs as on April 1 (Opening balance) 835.94 638.86
Additions (Fresh NPAs) during the year* 929.83 653.88
Sub-total (A) 1765.77 1292.74
Less:
(i) Up-gradations 282.63 192.99
(i) Recoveries (excluding recoveries made from upgraded accounts) 320.07 117.53
(iii) Technical/ Prudential write offs 53.47 134.86
(iv) Write offs other than those under (iii) above 165.39 11.42
Sub-Total (B)* 821.56 456.80
Gross NPAs as on 31st March (Closing balance) [(A) — (B)] 944.21 835.94

*Includes intra quarter additions/deletions to the extent of ¥339.83 crore (previous year ¥175.82 crore)
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Movements in Technical write off:

(% in crore)
Particulars C%raern t Prs\éiac:'us

Opening balance of Technical/prudential write-off accounts as
at April 1 314.05 207.26
Add: Technical/prudential write-offs during the year 53.47 134.86

Sub-total (A) 367.52 342.12
Less: Recoveries made from previously technical/prudential
written - off accounts during the year (B) 51.01 28.07
Closing balance as at March 31 ( A-B) 316.51 314.05

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 Un-amortised Pension and Gratuity Liabilities

As permitted by the Reserve Bank of India vide their letter DBOD. No. BP.BC. 15896/ 21.04.018/2010-11 dated 8" April
2011, the bank has during the year,debited to its Profit & Loss account a sum of ¥23.58 crore towards amortization of
pension and ¥7.83 crore towards amortization of Gratuity on proportionate basis and the balance unamortized amount
in Pension and Gratuity as on 31" March 2015is ¥ NIL.

3.14 Disclosure of remunerations
a) Qualitative disclosure:
Remuneration Committee

The Nomination & Remuneration Committee (N&RC) consists 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/CEO, 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 shall be 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 for over a period. The
Board/Nomination & Remuneration Committee may grant stock options under the Employees Stock Options
Plan/Scheme as per Securities and Exchange Board of India (Employee Stock Option Scheme and Employee
Stock Purchase Scheme) Guidelines, 1999, 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/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

Particulars Current Year Previous Year
' ' i Three One
(i) Number of meetings held by the Remuneration nre With effect from
Committee during the financial year and remuneration Sitting fees of 01.09.2013 sitting

paid to its members. 1 5002/'| tot.each fees of £15000/- to
non-wnhole ime each non-whole time
Director members per| p;rector members per
meeting attended. meeting attended.

(i) | Number of employees having received a variable One No variable
remuneration award during the financial year. remuneration paid
to any employees
during the financial
year 2013-14.

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
financial year.
(iv) | Breakdown of amount of remuneration awards for the Fixed :%0.53 crore Fixed : ¥0.53 crore
financial year to show fixed and variable, deferred and In addition to the Variable: Nil
non-deferred. above

the variables pay

for the year 2013-14
amounting to

%0.03 crore was paid
during the year under

report.
(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

to ex- post implicit adjustments.

3.15 Disclosure relating to Securitization:
The Bank has not sponsored any SPV's for securitisation transactions
3.16 Credit Default Swap:
The Bank has not entered into any credit default swap.
3.17 Intra-Group Exposures:
The Bank does not have any Intra-group Companies under its management.

3.18 Transfers to Depositor Education and Awareness Fund (DEAF): (% in crore)
. Current Previous
Particulars Year Year
Opening balance of amounts transferred to DEAF Nil Nil
Add : Amounts transferred to DEAF during the year 50.61 Nil
Less : Amounts reimbursed by DEAF towards claims Nil Nil
Closing balance of amounts transferred to DEAF 50.61 Nil

90



X@X The Karnataka Bank Ltd.

3.19 Un-hedged Foreign Currency Exposure:

The Bank has putin place the 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 is making necessary incremental provision to the extent of¥12.81 crore and
providing necessary capital for the un-hedged foreign currency exposure of borrowal entities to the extent of ¥5.75
crore in line with the extant RBI Guidelines.

3.20 Liquidity Coverage Ratio

(X in crore)
For the quarter ending March 31, 2015
Total Unweighted Value | Total Weighted Value
(average) (average)
High Quality Liquid Assets
1]  Total High Quality Liquid Assets (HQLA) 5526.72 \ 5526.72
Cash Outflows
2 Retail deposits and deposits from small business
customers, of which: 35021.83 3090.20
(i) Stable deposits 8239.57 411.98
(i) Less stable deposits 26782.26 2678.22
3 Unsecured wholesale funding, of which: 5652.56 1809.38
(i) Operational deposits (all counterparties) 5652.56 1809.38
(i) Non-operational deposits (all counterparties) 0.00 0.00
(iii) Unsecured debt 0.00 0.00
4 Secured wholesale funding 0.00 0.00
5 Additional requirements, of which 4511.86 1218.41
(i) Outflows related to derivative exposures and other
collateral requirements 0.00 0.00
(i) Outflows related to loss of funding on debt products 0.00 0.00
(iii) Credit and liquidity facilities 4511.86 1218.41
6 Other contractual funding obligations 231.79 231.79
7 Other contingent funding obligations 2866.77 143.34
8 Total Cash Outflows 48284.81 6493.12
Cash Inflows
9 Secured lending (e.g. reverse repos) 0.00 0.00
10 Inflows from fully performing exposures 1091.56 545.78
11 Other cash inflows 865.71 865.71
12 Total Cash Inflows 1957.27 1411.49
13 TOTAL HQLA 5526.72 5526.72
14 Total Net Cash Outflows 46327.54 5081.63
15 Liquidity Coverage Ratio (%) 108.76%

Qualitative Disclosures:

Bank is computing LCR on a monthly basis in line with the RBI circular dated June 9, 2014 on “Basel lll 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 (HQLA) to survive 30
days stress scenario so that banks can take corrective measures within such period. These HQLA have to be 100% of
the net cash outflows with effect from January 1, 2019. To provide sufficient transition period, the guidelines require
maintaining minimum 60% with effect from January 1, 2015 and step up of 10% every year to reach 100% by January 1,
2019.

Necessary systemis in place to compute LCR and bank’s strategy would be to maintain LCR well above the regulatory
minimum levels ahead of the stipulated timelines. The main driver of LCR is adequate HQLA and Bank is maintaining
LCR well above the minimum stipulated level of 60% in view of SLR investments in excess of statutory requirement and
7% 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 and comprises of healthy Retail
Deposits with its pan India presence and the dependency on wholesale funding is insignificant.
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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 Operating Expenses stated in Schedule 16 to the Profit and Loss Account includes ¥2.04 crore spent towards
Corporate Social Responsibility (CSR) Activities.

4. Reconciliation of Branch Adjustments and Balancing of Subsidiary Ledgers.
a) Balancing of Subsidiary Ledgers are completed in all branches/offices.

b) Reconciliation of branch adjustments/Inter Bank accounts has been completed up to 31* March 2015 and
steps are being taken to give effect to consequential adjustments of pending items.

5. Investments:

The percentage of SLR investments under “Held to Maturity” category as on 31* March 2015 was 22.33%
(Previous Year 23.68%) of the Net Demand and Time Liabilities of the bank, which is within the permissible
limitas per RBI guidelines.

6. A sum of I605.62 crore (Previous year 3227.79 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 on identical issues for
earlierassessmentyears.

7. Pending finalization of wage revision effective November 1, 2012, the bank has made a provision of ¥25.85
crore during the current year on estimated basis. The cumulative provision held there on as on
31*March 2015 aggregates to¥81.78 crore.

8. In accordance with the RBI circular DBOD. No. BPBC.2/21.06.201/2013-14 dated 01.07.2013, banks are
required to make half yearly Pillar lIl disclosures under Basel Ill capital requirements with effect from 30"
September, 2013.The disclosures have been made available on the banks web site at the following link
http://ktkbank.com/ktk/BaselDisclosures.jsp#

9. Previous year's figures have been regrouped/rearranged/given in brackets wherever necessary and feasible to
conform to the current year classifications.

Sd/- Sd/- Sd/- Sd/- Sd/-
Muralidhar K. Rao Y.V. Balachandra Raghurama M.S. Mahabaleshwara P. Jayarama Bhat
Deputy General Manager Company Secretary General Manager & CFO Chief General Manager Managing Director & CEO
Sd/- Sd/- Sd/- Sd/-
Ananthakrishna S.V. Manjunath Dr. H. Ramamohan Ashok Haranahalli
Chairman D. Harshendra Kumar T.R. Chandrasekaran Rammohan Rao Belle

Directors Directors B.A. Prabhakar

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
Sd/- Sd/-
Parineeth Rau C.S. Gopalakrishna
Partner Partner
M.No. 222039 M.No. 014706

Place : Mangaluru
Date : 22" May 2015
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To,

X@X The Karnataka Bank Ltd.

INDEPENDENT AUDITORS' REPORT

The Shareholders of The Karnataka Bank Limited
Report on the Financial Statements

1.

We have audited the accompanying financial
statements of The Karnataka Bank Limited,
which comprise the Balance Sheet as at
31* March 2015 and the Statement of Profit and
Loss and 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 20 branches/
offices audited by us and 679 branches/offices
audited by branch auditors.

Management's Responsibility for the Financial
Statements

2.

Management is responsible for the preparation
of these financial statements in accordance
with the Banking Regulation Act, 1949 and
Accounting Standards notified under the
CompaniesAct, 1956 (“this Act”) read with
General Circular 15/2013 dated 13" September
2013 of the Ministry of Corporate Affairs in
respect of Section 133 of the Companies Act,
2013. This responsibility includes the design,
implementation and maintenance of internal
control relevant to the preparation of the
financial statements that 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 conducted our audit in accordance with the
Standards on Auditing issued by the Institute of
Chartered Accountants of India. 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 from material
misstatement.

An audit involves performing procedures to
obtain audit evidence about the amounts and
disclosures in the financial statements. 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. In
making those risk assessments, the auditor
considers internal control relevant to the bank's
preparation and fair presentation of the financial
statements in order to design audit procedures
that are appropriate in the circumstances, but not
for the purpose of expressing an opinion on
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the effectiveness of the entity's internal control.
An audit also includes evaluating the
appropriateness of accounting policies used
and the reasonableness of the accounting
estimates made by management, 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.

Opinion

6.

In our opinion and to the best of our information
and according to the explanations given to us,
the said accounts together with the accounting
policies and notes thereon give the information
required by the Banking Regulation Act, 1949 as
well as the Companies Act, 2013, in the manner
so required for the banking companies and
give a true and fair view in conformity with the
accounting principles generally accepted in India:

(i) in the case of the Balance Sheet, of the state
of affairs ofthe Bank as at 31 March, 2015;

(ii) in the case of the Profit and Loss Account of
the profit for the year ended on that date;
and

(iii) in the case of the Cash Flow Statement, of
cash flows for the year ended on that date.

Emphasis of Matter

7.

Without qualifying our opinion, we draw attention
to:

(@) Note no. 2.1 of the financial statements,
which describes the change in accounting
policy of charging depreciation on fixed
asset having regard to change in the
estimated useful life of the assets from
written down value method to straight line
method as per the requirement of Schedule
Il of the Companies Act2013; and

(b) Note no. 3.13 of the financial statements,
regarding absorption of unamortized
pension and gratuity liabilities of the bank to
the extent of ¥31.41 crore pursuant to the
exemption granted by the Reserve Bank of
India from the application of the provisions
of Accounting Standard (AS) 15,
Employee Benefits vide Circular
No.DBOD.BO.BC/80/21.04.018/
2010-11 dated February 9", 2011.

Report on Other Legal and Regulatory Matters

8.

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 CompaniesAct, 2013.
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9.

10.

1.

For
Chart

Firm Regn. No. 001689S

X@X The Karnataka Bank Ltd.

Subject to the limitations of the audit indicated in
paragraph 1to 5 above, 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
themtobe satisfactory.

(b) the transactions of the Bank, which have
come to our notice, have been within the

powers of the Bank.

the returns received from the offices and
branches of the Bank have been found
adequate for the purposes of our audit.

(c)

In our opinion, the Balance Sheet, Profit and
Loss Account and Cash Flow Statement comply
with the Accounting Standards notified under the
Companies Act, 1956 read with General Circular
15/2013 dated 13" September 2013 of the
Ministry of Corporate Affairs in respect of Section
133 of the Companies Act, 2013.

We further report that:
(i) the Balance Sheet and Profit and Loss
Account dealt with by this report, are in
agreement with the books of account and
thereturns;

(ii) in our opinion, proper books of account as
required by law have been kept by the Bank
so far as appears from our examination of
those books;

(iii) the reports on the accounts of the branches
audited by branch auditors have been dealt
with in preparing our report in the manner
considered necessary by us.

(iv) on the basis of the written representation
received from the directors and taken on
record by the Board of Directors, none of the
directors is disqualified as on 31" March,
2015 from being appointed as a director in
terms of sub-section (2) of section 164 of the
CompaniesAct, 2013.

Kamath & Rau
ered Accountants Chartered Accountants

Firm Regn. No. 000003S

Sd/- Sd/-

Parineeth Rau C.S. Gopalakrishna
Partner Partner

M.No. 222039 M.No. 014706

Place : Mangaluru

Date

: May 22, 2015

For Abarna & Ananthan
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Facts at a glance

1. No. of Deposit Accounts 8550831
2. No. of Advances Accounts 491950
3. Advances to priority sector (X in lakh)
Tvpes of Advances Number of Accounts Balance outstanding
yp at the end of the year at the end of the year
a) Agriculture and Allied Activities 301134 423871.92
b) Advances to Small Enterprises 39601 629160.88
c) Educational Loan 6731 16155.84
d) Housing Loan 23581 174987.02
e) Other Priority Sectors 6528 14554.48
Total 377575 1258730.14
Export Credit 163748.23
4. Branches
Semi- Metro-
Rural Urban Urban politan Total
No. of Branches at the end of the year 146 160 197 172 675
5. Staff
Officers Clerks Sub-Staff Total
As at the end of the year 2780 3229 1373 7382
Recruited during the year 18 491 4 513
6. Staff Training
. - At Bankers' Training
Bank's own training college At Work sh
College (RBI) & other t Wor .s ops &
. . Seminars
Officers Clerks Sub Staff Training Colleges
859 635 143 580 72
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KSN Adiga Birth Centenary Celebration

Sri H.D. Devegowda, the Former Prime Minister of India paying
respects to Late KSN Adiga, Doyen of the Bank

Founders’ Day Lecture

Padma Bhushan Dr. K. Radhakrishnan, Former Chairman of ISRO,
delivering the Founders’ Day Lecture in Mangaluru

e-Lobby

Launching of e-Lobby 24 x 7 Banking Services
at Bengaluru - Jayanagar 9" Block Branch



BANK'S MISSION

"To be atechnology savvy, customer centric progressive bank
with a national presence, driven by the highest standards of
corporate governance and guided by sound ethical values"

Regd. & Head Office: Mahaveera Circle, Kankanady, Mangaluru - 575002
Ph: 0824-2228222 E-mail: info@ktkbank.com Visit us at: www.karnatakabank.com
CIN: L85110KA1924PLC001128




FORM A
(Pursuant to Clause 31 of the Listing Agreement)

Name of the Company The Karnataka Bank Ltd

Annual Financial statements for the year ended | 31% March 2015

T

Type of Audit observation Un-Qualified / Matter of Emphasis
Frequency of observation Not Applicable
To be signed by-

Mr. P Jayarama Bhat --
Managing Director & CEO
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M/s. Kamath & Rau
Chartered Accountants

M/s. Abarna & Ananthan
Chartered Accountants

Statutory Central Auditors of the Company f,
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Mr. T R Chandrasekaran (N

Audit Committee Chairman






