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Progress over a Decade

(Amount in lakh of Rupees)

Capital & Gross Dividend No. of No. of
Year Reserves | Deposits | Advances | Earnings | Net Profit Paid Branches |Employees
g g 3 g g %

2003-2004 | 69815.23 | 940693.68 | 466791.50 | 111873.34 | 13316.75 40 370 4300
2004-2005 | 97804.06 |[1083705.81| 628744.06 | 106108.19 | 14714.64 20 381 4393
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
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DIRECTORS' 89" ANNUAL REPORT

Your Directors have pleasure in presenting the Eighty
Minth Annual Report together with the Audited
Statement of Accounts for the year ended, 31" March
2013and the Auditors' Report.

PERFORMANCE HIGHLIGHTS

89" Annual Report 2012-13

nuredEd Syordolds 89de parE SdB

w08 893 wnard JdD, i amerr, 20134 vodiecd
oY Surd FodaepRon s Bon T S, oogiEs
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Your Directors are pleased to inform that during the Ly
year under report, your Bank has been able to achieve b3 oo SErdd o) i o 33 Saminnidd Jasdma
satisfactory growth in its business. Performance mes onad ot Axh aderdith Zarind. eprdSErd
highlights for the financial year in the key financial areas mgiob zaton devdriv e Sundoasd
areas under.
(2 in Crore) @ h:l.llﬁq)
Particulars Ason (forthe Ason/forthe Sfiriv 31.03.2013 31.03.2012
year ended year ended SrmreEced ol
31.03.2013 31.03.2012 l‘q
Deposits 36056.22 3160832 dvirish 36056.22 3160832
Advances 25207.68 20720.70 shoonidrich 25207.68 20720.70
Investments 13432 .48 1284123 o 13432.48 1284123
Gross Income 4161.93 244727 LAD SrRoD 4161.93 3441.27
Operating Profit 635.34 51021 AErEm sy 635.34 §10.21
Net Profit 348.08 24607  SRYoY 348.08 246.07

The total business turnover of the Bank was
7 61263.90 crore as on 31 March 2013, an increase of
17.07 percent over the preceding year. Thetotal assats
of the Bank increased from ¥ 36321.57 crore o
T 41528.38 crore recording a growth of 14.33 percent
fortheyear2012-13.

The total deposits of the Bank grew from ¥ 31608.32
crore as on 31" March, 2012 to ¥ 36056.22 crore as on
31" March 2013, registering a growth of 14.07 percant.
During the year, low cost deposits of the Bank, viz.
Savings and Current Account Deposits, have shown
growth of 15.71 percent. The market share of the Bank
in deposits was 0.52 percent as against 0.51 percent
lastyear.

The total advances grew from T 20720.70 crore as on
81" March, 2012 to 7 25207.68 crore as on 31" March,
2013, anincrease of 21.65 percent. The priority sector
advances increasad from ¥ 757027 crona to ¥ 9382 B2
crore forming 45.19 percent of ANBC az against 40
percent stipulated by RBI and agricultural advances
increased from ¥ 2586.36 crore to T 371524 crore
forming 18.47 percent of ANBC as against stipulated
18 percent. Lending under various socio-economic
schemes has shown satisfactory progress. The market
share of the Bank in loans and advances remained at
0.43 parcent.

As on 31" March, 2013 the total investments of the Bank
stood at ¥ 13432 48 crore as against T 12841,23 crore
as on 31"March 2012, anincrease of 4 80 percent,
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OPERATIONAL PERFORMANCE

In the competitive and challenging business
environmenl, the overall performance of your Bank
during the year 2012-12 was satisfactory. The gross
income of the Bank was ¥ 4161.93 crora and total
expenditure (excluding provisions and contingencies)
was ¥ 3526.59 crore. The net interest income was
T B03.73crore.

PROFIT

Your Bank earned an operating profit of ¥ 635.34 crora
for the year 2012-13 as against T 51021 crore for the
previous year showing a growth of 24,53 percent, The
nat profit of the Bank increased from 2 246.07 crore fo
Ta48.08crore.

APPROPRIATIONS

The net profit of T 348,08 crore which along with a sum
of ¥0,03 crore brought forward from the previous year,
aggregating T 248.11 crore, is appropriated as under.
The corresponding figure for the previous year was
2248.10 Cromna,
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Appropriation tinCrore anclatmingh T dackingd
Transferto Statutory Reserve 160.00 m w0, ot Smrae 160.00
Transterto Capital Heserve 3.28 wotdsed Jech 20 Srerand 3.26
Transferto Revenue, General & fomeb-maing sha adel mow POt deesd 8511
Special Reserves B5.11 = "

Ny _— - waod Lo sndn dmran 11,47

ransferto Investment e 1.47 ! ; : [Mﬂbﬂnﬂ

Transferto Proposed Dividend (includingtax) ©68.18 oo BE.18
Balance carried to Balance Shest o008 e Bant 2t demod Xeod 0.09
Total 348,11 Ll 348,11
DIVIDEND atmod

Having regard to the overall performance of the Bank
and the positive outiook for the future, the Board of
Directors recommended a dividend of 40 percent for
the reporting year. The dividend payout ratio for the
yearworks out to 21,566 parcent.

EARNINGS PER SHARE/BOOK VALUE

The earnings per share (basic) and the book value of
the share as on 31" March, 2013stood at ¥ 18.48 and
¥ 151.70 respectively,

NET OWNED FUNDS AND CAPITAL ADEQUACY
RATIO

In order to augment its Capital funds, during the year
under report, your Bank has raised ¥ 250 crore by way
of issue of Unzecured Redeemable Mon-Convertible
Subordinated (lower Tier-ll) debt instruments
redeemable atthe end of 10 years on private placement
basis taking the aggregate of such funds raised 1o
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T 600 crore. During the year under review, the net
owned funds of your Bank increased from ¥ 250821
croreto ¥ 2857.08 crore, registering a growth of 9.08
percent. The Capital Adequacy Ratio stood at 13.22
percent as on 31-03-2013, as per BASEL || norms
(Previous year 12.84 percent). The Bank has been
consistently maintaining the Ratio well above the
minimum of 9 percent stipulated by the Reserve Bank
ofIndia. The market capitalisation ason March 31, 2013
was ¥ 2452 58 crore.

FOREX BUSINESS

During the year under report, your Bank achieved a
turnover of ¥ 10083.26 crore in foreign exchange
business as against ¥ 8243.71 crore in the previous
year. The outstanding advances to exportsectorstood
at¥ 1702.09 crore as on31-08-2013.

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. Bank's, Gross NPAs ason 31" March, 2013 had
decreased from ¥ 684.72 crore (3.27 percent) lo
¥ 838.86 crore by the yearend (2.51 percent). The Net
NPAs stoodat ¥ 377.76crore (1.51 percent) as against
T 435.20 crore (2,11 parcent) as on 31" March 2012,
The Provision Coverage Ratic (PCR) computad in
accordance with the REI guidelines works out to 55.36
percent as on March 21, 2012 (Previous year 47.18
percent),

CREDITRATING

The credit rating agency, ICARA Ltd. (ICRA) has
accorded 'A1+' rating to the Bank's Cenificate of
Deposit Programme. The rating symbel, ‘'A1+
indicates the highest degree of safety for timely
payment of principal and interest.

The Unsecured Redeemable Non-Convertible
Subordinated (lower Tier-ll) debt instruments issued
during the year have bean rated '[ICRA] A
(proncunced ICRA A) by ICRA Limited ("ICRA") and
'CARE A'(zingle A) by Credit Analysis and Research
Limited, (*CARE"). The above rating agencies have
alsc retained the mating "ICRA A" and "CARE A"
respectively assigned to the subordinated debt
instruments of T 350 crore kssued by the Bank during
the earlier years, The instruments with these rating are
considerad 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 47
new branches in 12 states i.e. threa in Andhra Pradesh,

89" Annual Report 2012-13

7 2592.21 deeidciood T 2857.08 doeidr ::Ddg e 9.96 :m
mﬂmnﬂ:ﬂj gl 1 momq‘m AL =] ii'm;"::"m

erbamasy) 31.03.2013 Soob Je. 13.220mMbadd ( tooris izl
Wb B 12.84). tRddeod SEYE e Rricsand da fod
2 9.003cd Bl dotnrEim esbrdd st e od
Ag=h moteomd wobddd 31 smerr 2013 Snchel
riccknomte T 2462.50 dnetdeichard

Sded Sishob HEmed

Sdn Salr dé pat) wm ot Deked Snsbod Smmds) T 10083.26

daniche mpdiccad kodm SEFdd adh T 924371
doeiiahenie 310320134 Dolnrd Sochd soordd sy

T1702.09 40kl
e 8 Lk ive wha wonkes wycd ek
Soortdnivey Fxuehit B A mRod s
hoortz am S chere s aniv Slocsodd g
Rdazd dowmed §hechd 1 Snerr 2013 Smrodd
eaoh DM T 684.72 dwewtctoodd (dr 3.27)
T 638.86 doctit (de. 2.51) we0d AR orbsod wned
Hr2R T 377.75 dmeld (Fe. 1.51) ench, bote S1F 31
SRurr 20124 [EhT 435.20 Bactlobagh (Je 2.11). Boudw

upodp obmEs) oD R ok SRrrosrd

oo dg md%em 31, Snwre 20134 de 55.35:!:&_[#:3:!
[mdm:ﬂr ﬂ.u.u].

commErd S ERE

dedrd evcdd snscord Rerotobs Jodive, womd T
Sdodet, (@ 4 o0 2) wRyodd deadrd Al aigrﬁobdlj‘
WoDFATERA Q1+ S0 Deddl. o al+

emen e waeh dedd shohamadah sbogfd gq
Aedetmhcac.

A8, SErod  acdemiduy  womold adamshed
TodErmoks efed (dWad ded 1) sbragnd shed
[orera) o (g O- am-2) o el am Ot
[Farsora”] ad *deor-a’ (horera) divemclsd dowr
ORONT gonr DeRltrs dooilar (hawora)  Deasd &
SRty dhd egrd JErdd moth Pgodmded
sslpratiee HosRrmRohd v (SWrid derd - 1) rmom'nid
shinod botls SHrivd ol S3E T 350 Saee sbesaiEriv
2xeon Suond mnzsdd exrdah wina ded
Aofedonnchdn. & abmeaddriv shed Dedupl & Sy ol
mvdady | abogfod woelf b Kededmondd, wprd walii
Ao dd Jead Recba mebad el wowdbad, Gosal abeozidrivh
v sk suond wen e Broboes.

bt Hotkd

dhE Sdo SErod pa) ot ded 12 mynidd 47 Seed
Fairivr 3000, eddnivd, vogddaad e, tudabd




one in Delhi, one in Goa, three in Haryana, one in
Jharkhand, 32 in Karnataka | one in Kerala, one in
Madyapradesh, one in Maharashtra, one in Odisha,
one in Tamilnadu and one in West Bengal, Out of 32
new branches opened in Karnataka, 10 are Branches
opened under the financial inclusion plan. Further, as
per the direction of Gowvt. of India (GO1), your Bank has
opened 26 Ultra Small Branches in the villages where
Brick & Mortar Branches are not viable. In addition to
these branches, your Bank alsc opasned an Extension
counter at Reva Group of Educational Institution,
Kattigenahalli, Bangalore. Further, your Bank added
152 ATM outlets at various |ocations during the year
2012-13.

As at 31" March, 2012, your Bank had 1,058 Service
Qutlets i.e, 550 branches (which include one Corporate
Finance branch at Fort Mumbai, an Agricultural
Development Branch at Chickmagalur, 160 specialised
MSME branches, 18 financial inclusion branches) four
extension counters and 504 ATMs, five service
branches, two currency chests, three asset recovery
management branches, 10 Regional Offices, an
International Division, a Data Centre, a Customer Care
Centre, and two Central Processing Centers spread
across 20 States and two Union Territories. Further, for
befter ambience and improved customer sarvice, your
Bank had shifted 21 branches/offices to new premises
during the year2012-13.

EMPLOYEE STOCK OPTION SCHEME

A total of 50020 equity shares were allotted to the
employees of your Bank, pursuant to the exercise of
options vested under the Employee Stock Option
Scheme of the Bank. Disclosure in respect of Employee
Stock Option Scheme pursuant to SEB| (Employes Stock
Option Schame and Employes  Stock Purchase Scheme)
Guidelines 1983 iz given in Annexuns | to this report.

MANAGEMENT DISCUSSION AND ANALYSIS

Macro - economic and Industry Developments:
Economic growth in financial year 2012-13 (FY2012-
13) decelerated to 5 percent, its lowest in a decade,
from G.2 percent in the previous year While tepid
industrial growth and a downturn in investment
continued from financial year 2011-12, it was
exacerbated by a slump in services activity, weakening
consumption, and contracting exports. Subdued
economic activity, high inflation, a weak currency and
stesp interest rates dented consumer confidence. In
FY2012-13 Industry weakenad further, driven by a
slump In manufacturing and mining. At 1.9 percent,
manufacturing registered one of its weakest
expansions in the post-1881 reform era as capital
goods production contracted for a second year in a
row. Delays over land and environmental clearances
continued to hamper mining operations, keeping
growth tepid at 0.4 percant despite a lowbase.
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The late onset of the southwest monscon and its
subsequent unfavorable progress cut agriculture
growth by half to 1.8 percent in FY2012-13. While
wholesale price Inflation moderated from highs in
previous years, it remained elevated, averaging 7.4
percent in FY2012-13. Tight monetary policy and a
slowing economy brought down inflation in non-food
manufactured goods to below 5 percent as the year
progressed. However, food inflation persisted near
double digits from the impact of a deficient monsoon an
production and a weak farm supply response for high-
protein items. |nflation based on consumer prices
continued to trend at a higher level of about 10 percent,

After maintaining a tight monetary stance to contain
high inflation and inflation expectations, the Reserve
Bank of India (RBI), cut policy Interest rates by 100
basis points in FY2012-13 to promote growth with the
expectation of a less expansive fiscal policy and steps
to remove impediments that have stifled a supply-side
response. Further, since Septembear2012, the RBI has
cut the cash reserve ratio by 75 basis points to 4
percent to alleviate liquidity shortfalls in the banking
system. High interest rates, slackening economic
activity, and slowing business and consumer deamand
combined to decelerate credit growth. Despite the
economic slowdown, the central government budget
deficit for FY2012-13 was contained at 5.2 percent of
GDP well balow the deficit of 5.7 percant in FY2011-12
but marginally above the 5.1 parcent target

The Indian rupee strengthened after June 2012, but it
nevertheless depreciated in FY2012-13 by 7.5 percent
against the US dollar and the real effective exchange
rate fell by about 5 percent . The increase in portfolio
investment helped to lift stock prices, with the Bombay
Stock Exchange Sensex up by about B parcent  for the
year. Foreign exchange reservas depleted by US dollar
1.75 bn during the yearand stood at USD 282.65 bn as
on31 March2013,

2012-13 witnessed general softening of 10-year yields
from 8.73 percent to 7.956 percent. The 10-year
benchmark government security yield fell sharply
between May 31, 2012 and Juna 15. 2012 by almost 50
bps to B8.05 percent. This was followed by yields
remaining range bound for almost 8 months between
B8.00-8.26 percent. Between December 21, 2012 and
January 14, 2013 the 10 -year yield witnessed another
sharp fall of 28 bps from B.11 percent to 7,83 percent
From there onwards the yield has been range bound
from 7.83 percent to 798 percent. March, 2013
however, saw marginal tightening of yields from 7.8
percentto 7.06 percent .,
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