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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
%

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
2015-2016 | 369058.42 | 5048820.95|3390244.84| 553507.00 | 41529.14 50 725 7792
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DIRECTORS' 92" ANNUAL REPORT

Your Directors have pleasure in presenting the
Ninety Second Annual Report together with the Audited
Statement of Accounts for the year ended 31* March,
2016 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: -

QTEFITT SDORVOD 9283¢ PXET [IQ

W08 923¢ oXFT [T, 31 [PEE 20168 ©oZRROR
BHFE IRFT TOZRCOIOY R TBRT Ty B, w0z 3F,
B80T, SZTWOERCFTT [TLOSRODN e, BOODTLD A,
ATBerBFD BOBRERBEIT.

WIS Brotherisd

TWT B[O IHETY AW, WOW, T, VLTI QLT
geznvd TRFTT BT [PAT 20T EVTLO W,
ABerBIDL BAFATT. BHFF IRET  AFIODH  TwDd

TRUWINED 33 FENTOSS:—

 in crore) (% 3nceine)

Particulars As on / for the As on / for the QIR 31.03.2016%/ 31.03.20153&/

year ended year ended SIRroZ 303 BIroZToB

31.03.2016 31.03.2015 5 s
Deposits 50488.21 46008.61 Beedned 50488.21 46008.61
Advances 33902.45 31679.99 BRORTRED 33902.45 31679.99
Investments 16256.65 14031.67 THARIND 16256.65 14031.67
Gross Income 5535.07 5205.41 W, STOOD 5535.07 5205.41
Operating Profit 854.53 773.38 AT TR 854.53 773.38
Net Profit 415.29 451.45 dZE oo 415.29 451.45

The total business turnover of the Bank was
384390.66 crore as on 31* March 2016, an increase of
8.63 percent over the preceding year. The total assets
of the Bank increased from ¥51836.60 crore to
¥56500.33 crore recording a growth of 8.99 percent for
the year2015-16.

The total deposits of the Bank grew from ¥46008.61
crore as on 31* March 2015 to ¥50488.21 crore as on
31%March 2016, registering a growth of 9.74 percent.

During the year, low cost deposits of the Bank, viz.
Savings and Current Account Deposits have shown
growth of 15.58 percent and constitute 26.26 percent of
the total deposits of the Bank. The market share of the
Bankin deposits was 0.527 percent.

The total advances grew from ¥31679.99 crore as on
31* March 2015 to ¥33902.45 crore as on 31* March
2016, an increase of 7.02 percent. The priority sector
advances increased from 14344.96 crore to
316152.56 crore which, together with the Rural
Infrastructure Development Fund (RIDF) exposure,
formed 47.57 percent of Adjusted Net Bank Credit
(ANBC) and agricultural advances increased from
¥5145.55 crore to ¥5838.07 crore which, together with
eligible RIDF exposure, constituted 17.19 percent of
ANBC. Lending under various socio-economic
schemes has shown satisfactory progress. The market
share of the Bank in loans and advances was 0.497 per
cent.

As on 31% March 2016, the total investments of the
Bank stood at ¥16256.65 crore as against ¥14031.67
crore as on 31% March 2015, an increase of 15.85
percent.

WRO8T L), WFHTHY) 31 WRFE, 2016@ 384390.66 3pcednt
DO, AW LOTEY [RFO 3e. 8.63 ézg@mﬁd. pplelRy
%WEd) ejfgo:bs 351836.60 BRee3000T  I56500.33  Fwpcedn
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OPERATIONAL PERFORMANCE

In the backdrop of continued stress on the assets
quality and the subdued credit off take during the year
ended 31% March, 2016, the performance of your Bank
can be considered satisfactory. The gross income of
the Bank was 35535.07 crore and total expenditure
(excluding provisions and contingencies) was
34680.54 crore. The netinterestincome was31302.87
crore.

PROFIT

Your Bank earned an operating profit of ¥ 854.53 crore
for the year 2015-16 as against X773.38 crore for the
previous year showing a growth of 10.49 percent. The
net profit of the Bank decreased from ¥451.45 crore to
I415.29 crore on account of the increase in provision
forloan loss.

APPROPRIATIONS

The net profit of ¥415.29 crore which along with a sum
of ¥ 0.40 crore brought forward from the previous year,
aggregating I415.69 crore, is appropriated as under.
The corresponding figure for the previous year was
3451.61 crore.

WTT03 AR

BOOWTTT SHOD MEIDWE 23T oI S0NY ) T
B[TO DR BVONBET  ETI WeRFOH  TRTITNORR,
31 B 20163 A, tROET i), ITFIT  FRTWONT
BT WBTNG. WROET wEd) BTN  I5535.07
BRELIO3PNTR, i), WP (B[TY DHR, BT WeROT
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%1302.87 300e30330NT3.
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$0.40 300830300 W$¥RPOTOZ 2083, 3415.69 %meé,sodsm& et
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908 903 I451.61 3pced AT,

Appropriation Zincrore QRcdeennsh R dnewnd®
Transfer to Statutory Reserve 230.00 RTIYT PO QR BFSE 230.00
Transfer to Capital Reserve 8.85 0BT RCROR SESE 3.85
Transfer to Revenue, General & BomRoh, MIRT, I, FR POL 20K IMESS 67.24
Special Reserves 67.24 ) ) 0

- )
Transfer to Investment Reserve (3.84) TAWE LoD D SR (3.84)
Transfer to Proposed Dividend TrNE cegeod HFTHMeN (301 Aeomod)
(including tax) 113.41 TERT 113.41
Balance carried to Balance Sheet 0.03 @A PR TR Jexwod Fedd 0.03
Total 415.69 283 415.69
DIVIDEND LT03

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 share i.e.
50 percent on the paid up capital (previous year 50 per
cent) for the reporting year. The dividend payout ratio
for the year works out to 22 .69 percent.

EARNINGS PER SHARE/BOOK VALUE

The earnings per share (basic) and the book value per
share as on 31" March 2016 stood at ¥22.04 and
3 195.83 respectively.

CAPITAL FUNDS AND CAPITALADEQUACY RATIO

During the year under report, the capital funds of your
Bank increased from33973.18 crore to< 4185.24 crore,
registering a growth of 5.34 percent. The Capital
Adequacy Ratio stood at 12.03 percent as on
31% March 2016, as per BASEL Ill norms (Previous

2IR08S WITOF ONeEDd ATEBE B BART FI0ZT B Q0D
ADTTY  QOREROW, BIT IHFRY Bed 2.0wT 5/~
©0TT FOTIPOWE LOTIYT Je. S0TT), (OB TR AW
3e. 500) w00l AeRIONT, ATEFTFT OBV
ST [RRIPVIF. TWT  S[HFE  BANE  CgRO3
TRTTJODT BOTPRY) B¢. 22.69 SNBSS,

3e0 3 wmek / JI3 ﬁ?avzs

31 SR 20161‘% apleln 3608 STUOD (FPOLRT) B
BIE TP, wTROTN T22.04 I T195.83 SNHIS.

WORTRY DR Y WOTWE JOSRETT WTHTI

TAT WOO JIRETY AW, ROIT  WOBHY QI
33973.18  3nceesononm 34185.24  Bweesrn éD@ZS%,
Je. 5.34 @m@@p TRDINTBS. 31 [oeFE 2016@

WOBY TWEBTD  wDISY  Bexverr I 3Y
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year 12.41 percent). The Bank has been consistently
maintaining the Ratio well above the minimum of 9.625
percent stipulated by the Reserve Bank of India. The
market capitalisation as on March 31, 2016 was
3 1934.50 crore.

FOREXBUSINESS

During the year under report, your Bank achieved a
turnover of 314277.44 crore in foreign exchange
business as against ¥15005.22 crore in the previous
year. The outstanding advances to export sector stood
at ¥1633.95 crore as on March 31, 2016.

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 the continuing slow down in
the economy and delinquencies in select sectors, the
Bank's Gross NPAs as on March 31, 2016 have
increased from 944.21 crore (2.95 percent) to
¥ 1180.40 crore by the year end (3.44 percent). The Net
NPAs stood at 795.47 crore (2.35 percent) as
against 623.55 crore (1.98 percent) as on 31" March
2015. The Provision Coverage Ratio (PCR) computed
in accordance with the RBI guidelines works out to
48.39 percent as on March 31, 2016 (Previous year
50.54 percent).

CREDIT RATING

ICRA Limited and Credit Analysis and Research
Limited, (“CARE”) who had rated the Unsecured
Redeemable Non-Convertible Subordinated (Lower
Tier-1) debt instruments issued during the earlier years
aggregating ¥ 600 crore have retained the rating
“ICRA A” and “CARE A” respectively for the aforesaid
instruments. The instruments with these ratings 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 50
new branches in 9 States — one each in the States of
Andhra Pradesh, Chattisgarh, Haryana , Kerala and
Chandigarh (U.T.), 34 in Karnataka, three in
Maharashtra, four in Tamilnadu, two each in Uttar
Pradesh and West Bengal. Out of the 34 new branches
opened in Karnataka, 13 are in Unbanked Rural
Centres under Financial Inclusion Initiatives of the
Bank. Your Bank has opened two more Regional
Offices at Udupi & Tumakuru during the year under
report. Further, your Bank has added 275 ATM outlets at
various locations during the year 2015-16. Your Bank
has also 24 X7 e-lobby facility at 25 locations.

B[R Fe. 12.41). 35 YIY TECD OBTE 0T
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As at 31" March 2016, your Bank had 2,003 Service
Outlets i.e. 725 branches, 1,275 ATMs and 3 extension
counters spread across 21 States and 2 Union
Territories. Apart from the above, your Bank has 12
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.

Further, for better ambience and improved customer
service, your Bank shifted 15 branches/offices to new
premises during the year 2015-16.

EMPLOYEES STOCKOPTION SCHEME

During the year under report, a total of 9266 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, 1999is given in Annexure |l to this report.

MANAGEMENT DISCUSSION AND ANALYSIS
Macro-economic and industry Developments :

Macro-economic fundamentals have started to show
some genuine uptick with CPI inflation declining to an
average of 4.9 percent in the financial year ended
March 31,2016 andthe currentaccount deficit coming
down from a peak of 6.7 percent of GDP to an estimated
0.9 percent in the financial year ended March 31, 2016.
Since 2013-14, the economy has grown at 6.6 percent
and 7.2 percent and is expected to reach 7.6 percentin
the financial year ended March 2016, based on the new
growth estimates.

Domestic economic activity is exhibiting signs of
recovery, especially in the service sector with
manufacturing sector also showing signs of good
growth. Although Industrial Production growth is likely
at around 2.6 percent, the industrial sector within GDP
estimates has shown improved performance during the
financial year ended 2016. Second advance estimates
of the Ministry of Agriculture suggests that food grains
production in 2015-16 may turn out to be better than
previous year despite the second consecutive drought
year. With Indian Meteorological Department’s (IMD's)
first monsoon forecast of 106 percent Long Period
Average (LPA), hopes of an excellent Agriculture
production in the coming year has gone up. This is likely
to drive the rural consumption story and along with the
implementation of 7" pay commission and One Rank
One Pension (OROP), urban consumption is also likely
toincrease thus driving GDP growth in the financial year
2017.

The annual rate of inflation, based on monthly WPI and
CPlI stood at -2.50 percent and 4.9 percent respectively
for the financial year 2016. It is estimated that for the
financial year 2017 WPI inflation may be around 1.5
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percent and CPI inflation around 4.5-5.0 percent which
should enable further cuts in the policy rates during the
year.

RBI cut Repo rate by 75 basis points in the financial
year 2016 and by another 25 basis on April 5, 2016,
taking the total rate cuts to 150 basis points since Jan
2015. Bond yield on 10 year gilts ended the year at
7.47 percent, 28 basis points lower than previous years
closing of 7.75 percent. With good monsoon and the
expected rate cut scenario, the benchmark yield may be
around 7.0 percentby March 2017.

Current Account Deficit (CAD) remained comfortable in
the financial year 2016. Lower crude price (and hence
lower oil import) was one of the main reasons for
improved CAD.

Developmentin the banking sector

The overall growth in bank deposits and credit during
the year remained sluggish. Credit expanded by 10.7
percent while deposits grew by 9.7 percent in the
financial year 2016. Lower nominal interest rate was
one of the main reasons for poor deposit growth while
banking sector was embroiled in NPA issues which
dissuaded growth of credit to industry (2.7 percent),
while personal loan sector grew at 19.4 percent. Non-
performing Assets of the banking system continued to
increase. On the whole, the fresh accumulation to
stressed assets is likely to reduce as it is expected that
the issues with most sticky loans have largely been
addressed.

Reserve Bank of India has issued in-principle licenses
for 10 small Banks and 11 payment banks during the
year ended 31 March, 2016. These banks are
expected to further intensify the competition in the
banking industry.

Opportunities

The improvement in India’s economic fundamentals
has accelerated since the year 2015 with the combined
impact of strong government reforms and RBI's
inflation focus supported by benign global commodity
prices. India has emerged as the fastest growing major
economy in the world as per the Central Statistical
Organization (CSO) and International Monetary Fund
(IMF). CSO has projected the GDP growth rate at
constant market prices at 7.6 percent for the year 2016.
The focus of the Union Budget 2016-17 on reviving the
rural economy and doubling rural income could support
rural consumption demand more enduringly going
forward which may ultimately lead to increased
business opportunities for banks. Central
Government's reform oriented initiatives such as
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