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The Karnataka Bank Ltd.

DIRECTORS' 77TH

ANNUAL REPORT

Your Directors have pleasure in presenting the
77th Annual Report, the audited Balance Sheet as at
and the Profit and Loss Account for the year ended
March 31st, 2001 along with Auditors' Report.
Economic Scenario

The Financial year 2000-2001 continued to
witness very moderate growth in Indian economy and
the banking sector. The GDP growth was at 6% as
against 6.40% in the previous year. The growth of the
industrial sector is estimated to be 6.1% which is the
same as that of the previous year. The agricultural
sector has grown only by 0.9%. The annual growth in
Broad Money was 16.20% as against 14.60% during
1999-2000. The Banking system showed a lower credit
expansion of 14.30% as against 16.90% in the previous
year and the deposits increased by 17.80% as against
13.90% during the previous year.
Operations of the Bank
Deposits

The deposits of the Bank increased from
Rs. 5174.17 crore as at 31-03-2000 19 Rs. 6075.50
crore as at 31-03-2001, recording a rise of 17.42%
over the previous year. The Non-Resident deposits of
the Bank rose to Rs. 467.10 crore from Rs. 430.75
crore in the previous year.
Advances

The net advances of the Bank have increased
from Rs. 2451.43 crore to Rs. 2828.22 crore recording
a rise of 15.37%. The advances to priority sector
increased to Rs. 953.40 crore as on 31.03.2001 from
Rs. 916.02 crore as on 31.03.2000. The advances to
priority sector along with the contribution to Rural
Infrastructure Development Fund (RIDF), NHB Suvarna
Jayanthi Bond, SIDBI and HUDCO priority sector bonds
form 40% of the net credit of the Bank. The (endings
under various socio-economic schemes have shown
satisfactory progress.
Total business

Aggregate of deposits and advances increased
from Rs. 7625.60 crore to Rs. 8903.72 crore with an
increase of Rs. 1278.12 crore and growing by 16.76%.
Investments

The net investments in Government and Other
Approved securities etc. stood at Rs. 2787.01 crore in
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March 2001 as against Rs. 2062.79 crore in the
previous year showing an increase of 35.11%.

Forex Business
The foreign exchange turnover in terms of

exports, imports and remittances amounted to
Rs. 3019.46 crore as against Rs. 2782.39 crore during
the previous year. The level of export credits at the
end of the year was 14.90% of the net bank credit as
against the minimum of 12% prescribed by the Reserve
Bank of India.

Net Owned Funds/Capital Adequacy
The net owned funds increased from Rs. 311.87

crore to Rs. 349.88 crore. The Capital Adequacy Ratio
is at 11.37% as against the regulatory minimum
stipulation of 9%.

Distribution Network
During the year under report the Bank opened

7 new branches at New Delhi - West Patel Nagar,
Bangalore-Gokula, Mysore-Vivekanandanagara,
Shimoga-Savalanga Road, Mumbai-Kandivili (East),
Kolkata-Central Avenue and Pune-Hadapsar.
Additionally a new Service Branch was opened at
Chennai. At the end of March 2001 the Bank had 354
branches, 3 Service Branches and 10 Extension
Counters. With a view to facilitating better customer
service 11 branches have been shifted to new premises.
Regional Offices at Shimoga and Mysore have been
shifted to newly constructed own premises.

Technology
As at the end of the reporting year 148 branches

of the Bank have been fully/partially computerised of
which 30 branches in Bangalore city have been
networked to the data center in Bangalore, enabling
centralized processing and retrieval of data. The net-
working will be extended to select branches in
Chennai, Mangalore and Mumbai shortly to make value
addition to customer service.

Human Resources
Total staff strength was at 4084 of which 2238

have been imparted professional training. The per
employee business turnover of the bank has been
increased from Rs. 177.68 lakh to Rs. 210.28 lakh
registering a growth rate of 18.35% over the previous
year.

Risks and Asset Liability Management

The Bank has positioned an Integrated Risk
Management Committee to manage the business risks
and assets and liabilities of the bank under the
guidance of the Board of Directors.
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The Karnataka Bank Ltd.

Profit
The operating profit has increased from

Rs. 80.81 crore to Rs. 136.07 crore with a growth rate
of over 68%.

The net profit of Rs. 4540.86 lakh earned during
the year along with a sum of Rs. 535.00 lakh transferred
from Investment Fluctuation Reserve together with
Rs. 4.11 lakh brought forward from the previous year
totalling to Rs. 5079.97 lakh is appropriated as under.
The corresponding figure for the previous year was
Rs. 5826.85 lakh :-

(Rs, in lakhs)
1. To Statutory Reserve 3000.00
2. To Revenue and General Reserve 1340.00
3. To Exchange Fluctuation Fund 60.00
4. To Development Fund 11.00
5. To Proposed Dividend 606.88
6. To Tax on Proposed Dividend 61.90
7. To Carry forward 0.19

Total 5079.97
Dividend

Your Directors are pleased to recommend a
dividend of 45% for the year ended March, 2001, which
is subject to the approval of the Reserve Bank of India.
Comments on Auditors' Report

Regarding the Auditors' observations on
accounting of Leave Encashment benefit to employees
and the provision for depreciation on computers, the
Accounting policy of the Bank is self-explanatory and
is being consistently followed.
Directors' Responsibility Statement

As per Section 217 (2AA) of Companies
(Amendment) Act, 2000, your Directors report that:

The Accounts for the year 2000-01 were
prepared by following the Accounting Standards in so
far as they apply to Banks. However with regard to
accounting for effect of change in Foreign Exchange
rates, the Bank has followed the FEDAI guidelines in
preference to Accounting Standard 11, as per RBI
guidelines and leave encashment benefit to the
employees is accounted for on "Pay as you go" basis
consistently.

The Accounting policies have been adopted
and applied consistently in tune with the RBI guidelines
issued from time to time and that reasonable and
prudent judgements and estimates were made in the
accounts so as to give true and fair view of the state
of affairs of the Bank as at 31-03-2001 and of the profit
of the bank for the year ended on 31-03-2001.

The Bank had taken proper and sufficient care
for maintaining adequate accounting records in
accordance with the provisions of the Companies Act
in so far as they apply to Banks.
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The Karnataka Bank Ltd.

The Annual Accounts for the year ended
31-03-2001 have been prepared on a 'going concern* basis.
Statutory Disclosure

The provisions of Section 217(1) (e) of the Act
relating to conservation of energy and technology
absorption do not apply to the Bank. The Bank has
however used Information Technology extensively in
its operations.

No employee of the bank was in receipt of
remuneration of Rs.12 lakh and above per annum,
hence the information to be furnished under section
217 (2A) of the Companies Act, 1956 read with
Companies (Particulars of Employees) Rules 1975 is nil,
Chairman

Sri M. S. Krishna Bhat laid down office as the
Chairman and Chief Executive Officer of the Bank on
11-07-2000 on the expiry of his tenure of office. The
Board of Directors would like to place on record their
appreciation of the useful services rendered by
Sri M. S. Krishna Bhat as the Chairman of the Bank.
Sri Ananthakrishna, the Chief General Manager of the
Bank was appointed as the Chairman and Chief
Executive Officer of the Bank and he assumed office
on 13-07-2000.
Directors

Sri D. Harshendra Kumar, Sri B. Yogishwara
Holla, Sri T. Vasudeva Rao, Sri K. K. Rao, Sri K. B.
Desai and Sri S. V. Manjunath retired as Directors of
the Bank on completion of 8 years of Directorship.
Sri U. V. Bhat ex-chairman of the Bank, Sri D. Surendra
Kumar Industrialist, Sri I Jagdish Rao retired General
Manager, State Bank of India and Sri K. G. Jairam,
businessman and agriculturist were appointed as
Directors. The Board places on record appreciation
of the active involvement and useful services rendered
by the outgoing Directors and welcomes the new
Directors seeking their active support and guidance.
Acknowledgement

The Board of Directors would like to place on
record its gratitude to the Reserve Bank of India for
their continued guidance to the Bank.

The Directors are grateful to the shareholders,
depositors, customers and well-wishers of the Bank
for their continued support and co-operation.

The Directors also thank the staff of the Bank
at all levels for their active support and co-operation
and look forward to the continued co-operation in the
realisation of the corporate goals in the days ahead.

For and on behalf of Board of Directors
Sd/-

Camp : Bangalore Ananthakrishna
Date : 8th June, 2001 Chairman
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The Karnataka Bank Ltd.

BALANCE SHEET AS ON 31ST MARCH 2001
(OOO's omitted)

Schedule
No.

As on
31.03.2001

Rs.

As on
31.03.2000

Rs.

CAPITAL AND LIABILITIES

Capital 1

Reserves and Surplus 2

Deposits 3

Borrowings 4

Other Liabilities and Provisions 5

TOTAL

ASSETS

Cash and balances with Reserve Bank of India 6

Balances with Banks and Money at Call & Short Notice 7

Investments , 8

Advances 9

Fixed Assets 10

Other Assets 11

TOTAL

Contingent Liabilities 12

Bills for Collection

13,49,60

336,38,29

6075,49,80

130,25,77

121,15,81

6676,79,27

393,87,61

451,19,60

2787,00,56

2828,22,35

76,89,32

139,59,83

6676,79,27

1712,33,60

363,39,27

13,49,60

298,37,21

5174,17,07

133,76,87

122,46,30

5742,27,05

528,33,35

498,31,34

2062,78,59

2451,43,06

71,66,22

129,74,49

5742.27,05

3012,73,25

228,22,11

Sd/-
S. Jagadish Bhat

Chief Manager

Sd/-
Ananthakrishna

Chairman &
Chief Executive Officer

Sd/-
P. Jairama Hande

Deputy General Manager

Sd/-
A. Krishna Kumar Kodgi
K.N. Ramasubramanian

B.V. Acharya
K.S. Bhat

I. Ramamohan Rao
Directors

Sd/-
G.K. Bhat

General Manager

Sd/-
P. Jayarama Bhat
General Manager

Sd/-
Shridhara M. Shetty
Chief General Manager

Sd/-
M.R. Mayya
U.V. Bhat

D. Surendra Kumar
I. Jagdish Rao

K.G. Jairam
Directors

Place
Date

Bangalore
8th June 2001

In terms of our report of even date annexed
For Kamath & Rau For Raghu & Murali
Chartered Accountants Chartered Accountants

Sd/- Sd/-
S. S. Kamath T. Raghunathan

(Partner) (Partner)
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PROFIT AND LOSS ACCOUNT

1. INCOME

Interest Earned

Other Income

TOTAL

II. EXPENDITURE

Interest Expended

Operating Expenses

Provisions and Contingencies

TOTAL

III. PROFIT

Net Profit for the year
Transfer from Investment Fluctuation Reserve

Profit brought forward

TOTAL

IV. APPROPRIATIONS

Transfer to Statutory Reserve

Transfer to Revenue Reserve

Transfer to Investment Fluctuation Reserve
. Transfer to Other Reserves

Transfer to Proposed Dividend

Transfer to Tax on Proposed Dividend

Balance carried over to Balance Sheet

TOTAL

Notes on Account

Accounting Policies

Sd/- Sd/-
S. Jagadish Bhat P. Jairama Hande

a|r̂ kaj|an

FOR THE YEAR

Schedule
No.

13
14

15
16

17
18

Sd/-

ENDED 31 ST MARCH 2001

(OOO's omitted)

For the For the
year ended year ended
31.03.2001 31.03.2000

Rs. Rs.

653,89,07 578,03,52

89,48,25 72,25,21

743,37,32 650,28,73

501,88,75 463,82,62

105,41,31 105,65,14
90,66,40 40,10,00

697,96,46 609,57,76

45,40,86 40,70,97
5,35,00 17,54,90

4,11 98

50,79,97 58,26,85

30,00,00 29,57,70
13,40,00 15,20,00

0 5,35,00
71,00 69,65

6,06,88 6,06,88
61,90 1,33,51

19 4,11

50,79,97 58,26,85

Sd/- Sd/-
G.K. Bhat P. Jayarama Bhat Shridhara M. Shetty

Chief Manager Deputy General Manager General Manager

Sd/- Sd/-
Ananthakrishna Al Krishna Kumar Kod9'
AnantnaKrisnna K.N. Ramasubramanian

Chairman & B v Acharya

Chief Executive Officer K.S. Bhat
I. Ramamohan Rao

Directors

Place : Bangalore
Date : 8th June 2001

Sd/-
M.R. Mayya
U.V. Bhat

D. Surendra Kumar
I. Jagdish Rao

K.G. Jairam
Directors

General Manager Chief General Manager

In terms of our report of even date annexed
For Kamath & Rau For Raghu & Murali
Chartered Accountants Chartered Accountants

Sd/- Sd/-
S. S. Kamath T. Raghunathan

(Partner) (Partner)
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