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Performance of a Decade Ratnakar Rank &3

(X in Lacs wherever applicable)

Particulars FYO3 FYO4 FYO5 FYO6 FYO7 FYO8 FYO09 FY10 FYili FY12
Capital 11,66 18,39 19,38 28,48 116,56 104,72 104,72 104,72 214,95 214,95
Reserves & Surplus 29,21 35,26 25,82 25,71 82,68 218,29 236,52 248,26 870,03 928,25
Networth 38,19 50,76 42,14 50,90 196,03 319,74 | 338,12 | 349,03 | 1074,55 | 1130,99
CRAR 14.05% 16.65% 12.03% 10.77% 34.34% 49.15% 44.87% 36.01% 59.42% 22.69%
Deposits 642,30 715,21 783,75 | 874,18 876,39 | 1101,07 | 1307,05 | 1585,04 | 2042,16 | 4739,33
Advances (Net) 312,05 | 346,02 | 423,75 | 490,83 | 530,52 | 585,79 | 801,11 | 1170,44 | 1905,17 | 4132,27
Investments (Net) 271,01 287,51 | 264,63 | 276,64 315,83 | 361,32 | 404,48 | 507,22 | 892,48 | 2333,83
Gross NPA 39,23 38,84 46,00 39,29 38,05 37,09 17,28 27,64 21,51 33,11
Net NPA 23,14 19,32 23,49 12,79 10,20 5,81 5,45 11,35 6,89 8,39

Gross NPA to Gross Advance | 11.95% | 10.63% | 10.31% 7.59% 6.81% 6.01% 2.13% 2.33% 1.12% 0.80%

Net NPA to Net Advance 7.42% 5.58% 5.54% 2.61% 1.92% 0.99% 0.68% 0.97% 0.36% 0.20%
Net Profit 9,61 8,44 9,46 59 3,01 17,01 30,53 19,11 12,33 65,73
Dividend 20.00% | 15.00% 0.00% 0.00% 0.00% 5.00% 10.00%| 6.00% 2.00% 3.00%*
Business per Employee 1,80 1,98 2,21 2,51 2,54 3,10 3,73 3,91 4,35 6,69
No. of Employees 530 535 547 544 553 544 565 704 907 1328
Earnings per share (EPS) (%) 7.20 4.36 -4.88 0.20 0.81 1.69 291 1.82 0.96 3.06

** Book Value per share () 30.61 27.69 23.33 18.15 24.69 31.99 32.47 33.59 50.42 53.13

Return on Asset 1.42% 1.12% -1.17% 0.07% 0.31% 1.31% 1.96% 1.05% 0.53% 1.38%

* Proposed

** Share of T100/- each was split into 10 shares of ¥10/- each w.e.f. 20 August 2008, EPS and Book value per share have been accordingly
adjusted for the earlier years.

2 | Transforming to Deliver



.-'-.

Katnakar Kank (&2
e

Mission:

“To develop a professionally governed and managed platform based on relationships,

- knowledge, sector expertise and technology to:
- I Build a customer-centric Retail Banking business.
J Identify and partner with SMEs and Emerging Local Corporates (ELC) with outstanding
Business models, providing them a full range of financial services so as to enable them to
become world-class enterprises.

Deliver robust and cost effective banking services that promote Financial Inclusion, catalyse
growth and reduce social inequalities.”

n u
n
n
Vision
“Our goal is to be the ‘Bank of Choice’ in our selected client
and geographic segments.”




13

The core of our transformation
journey is to create a bank for
the new India backed by strong
traditional values and a high
degree of professionalism. 22




Message from the

Managing Director & CEO

Katnakar Kank &3

To our Stakeholders,

There is an ancient Chinese proverb that says “a journey of a thousand
miles begins with one small step”. Almost 70 years ago a group of
visionaries set up Ratnakar Bank and took the first step to forge an
institution that aimed to provide financial freedom to the many small
and medium entrepreneurs in Maharashtra. Our journey from thereon
tracked the changing contours of India’s economic landscape.

Since the advent of economic reforms, the banking industry has seen
a significant change in its size, scope and competitive structure. The
slow pace of the earlier decades has changed to a frenetic growth of
over 20% CAGR in the period of 1991-2011 implying a 40-fold increase
in size over 20 years. Over this period, the competitive structure of the
banking industry too has witnessed a big shift with the advent of new
private sector banks, modernised PSU banks and a greater presence
of foreign banks. Old private sector banks like ours also realised the
need to adapt and move forward aggressively else their relevance in
the banking sector would be eclipsed by these competitors.

We have to see our transformation journey to a New Age Bank against
this backdrop. This is our chance to participate meaningfully in the
growth of India’s banking sector, to claim the leadership that the Bank
deserves and leave for our legacy a robust, professionally managed
and independent institution that can become a role model for the
others aspiring to be a part of this industry.

The fundamentals of making this journey successful were put in place
almost 2 years ago. The three pillars of this transformation are (a) a
high-quality equity base - capital being the fuel for our modernisation
and growth (b) a strong employee and management cadre that is highly
motivated and can continuously adapt to a dynamic environment, and
(c) a highly respected and experienced board of directors that can
support and shape the vision and provide the required governance
to balance the interest of all stakeholders. For our customers it
means a financially stronger and more modern bank that can provide
them superior service and innovative products and yet retain the
relationship connect that has characterised the Bank over its long
history. For our regulators it means a more robust and operationally
sound institution. And for our people it means a more vibrant work
environment that provides significant career opportunities and the
chance to meaningfully contribute to business and society.

This journey has entailed a sustained investment in our infrastructure,
technology, operations and human resources. Some of the noteworthy
accomplishments have been: the setting up of a high-performance

National Operating Centre in Goregaon, Mumbai that can house
400 operations and technology people at its peak capacity; taking
our ATM count from 19, two years ago to 103 currently; the setting
up of 21 additional branches over two years, taking the count to
108 today, leading to diversification into newer markets/ states of
India; launch of an international debit card; the start of our internet
banking services for both retail and corporate customers; launch
of Foreign Exchange Business; imparting of transformation’, that
has undertaken over 4000 man days of employee training; the
successful pilots of Ratna Business, our credit offering for small
businesses and of Ratna Group Loans, a key initiative of our Agri
& Financial Inclusion vertical. We should not expect the current
year to be any different and in some ways this would be more
defining as the Bank, in a strategic partnership with Infosys, will be
truly transforming its technology and operations platform with the
implementation of the latest version of Finacle, the most modern
Core Banking System in the Indian market today.

On the financial front our progress continues strongly with the Bank
making a Net Profit of nearly ¥65.73 crore, registering a growth
of 433% over the previous year and achieving a Total Business of
$8,896.31 crore, which is a growth of 125% over the previous year.
Our profit growth has been against a backdrop of a greater focus
on credit risk management - our Gross and Net NPA levels are now
0.80% and 0.20%, respectively against 1.12% and 0.36% in the
previous year.

The above are only milestones or the small first steps on a long
journey of becoming a highly-respected and dynamic banking
institution in India. This journey is made possible through the
enthusiasm and commitment of our employees, the unstinting faith
of our shareholders, support and guidance of our regulators, and
the business opportunity provided by our customers.

Our transformation journey continues and we thank you for banking
on us.

Yours sincerely,

Vishwavir Ahuja
Managing Director & CEO
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Board of Directors

Mr. Subhash Kutte Mr. Vishwavir Ahuja
Chairman Managing Director & CEO

Mr. Bahubali Arwade Mr. Girish Godbole Mr. Jairaj Purandare Mr. Kiran Patil
Director Director Additional Director Director

Mr. Narayan Ramachandran Mr. Palepu Sudhir Rao Mr. Vimal Bhandari Mr. Subrata Das
Director Additional Director Director RBI - Additional Director

Company Secretary Auditors Registrar & Transfer Agent,

Ms. Virta Jain M/s. P. G. Bhagwat Link Intime India Pvt. Ltd., C-13, Pannalal Silk Mills Compound, L.B.S. Marg,
Chartered Accountants, Bhandup (W), Mumbai - 400 078. Phone: 022 - 25946970 Fax: 022 - 25946969
Pune. Email: rnt.helpdesk@linkintime.co.in
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» Total assets up by 123% to ¥ 7205.32 crore

» Net profit up from ¥ 12.33 crore to I 65.73 crore

» Net Interest Income up by 96% to ¥ 186.79 crore

» Other Income up from ¥ 18.57 crore to T 67.13 crore
» Deposits up by 132% to ¥ 4739.33 crore

Networth- < in crore Advances- < in crore

107455 113099
1905.17
349.04 1170.44
2010 2011 2012 2010 2011
Net Profit - ¥ in crore Book value per share in¥
65.73
50.42
33.59
19.11
I 1233
2000 2011 2012 2010 2011

Katnakar Kank &3

» Return on Assets (ROA) up from 0.53% to 1.38%

» Net Interest Margin at 4.34%

» Net NPA down from 0.36% to 0.20%

» Capital adequacy ratio (CAR) at 23.20% (Basel Il);
Tier | CAR at 22.83% (Basel Il)

Total Net Income (Net Interest &
Non Interest Income)-< in crore

4132.27
253.93
113.74
72.14 .
2012 2010 2011 2012
Earnings per share in¥
3.06
53.13
1.82
I 0.96
2012 2010 2011 2012
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Ratnakar Bank was established in the year
1943 at Kolhapur, Maharashtra

The Bank was conferred ‘Scheduled Bank’
status in the year 1959

Milestones

1985: The Bank achieves 1987: Ratnakar Bank retains its position for 1989: The first stage of
a target of ¥25 crore in achieving highest Deposits amongst private information technology
Deposits sector commercial banks at a national level adoption starts at branches

for 5 consecutive years.

1991: For the first 1992: Ratnakar 1994: The Bank supported 1995: Ratnakar Bank 1996: The Bank contiues to

time, the Bank Bank celebrates the development of the stands 4" in rankings in support the regional

declares a 16% its Golden Jubilee region by investing an Deposits (according to the development by partnering with

dividend (50 years) amount of I60 lacs in the Bhartiya Bank Sangh) Maharashtra Krishna Valley
Konkan Railways project Development Corporation

through a significant investment

The Board of Directors take an important The Board is revamped to include The path to transformation commences.
strategic decision to transform the Bank from eminent professionals from banking, A high caliber management team with an
an old private sector bank to a New Age Bank. finance, agriculture and other related excellent track record forms the Bank’s
This leads to the induction of Mr. Vishwavir fields top management

Ahuja as Managing Director & CEO in July 2010

Recognizing the need to build scale and strengthen ICRA Limited, an affiliate of Significant investments in products; ATM
the balance sheet, the Bank raises Tier | capital of Moody’s, grants Ratnakar cards, Pre-paid cards and Internet Banking
over X700 crore taking the total capital base to Bank’s Certificate of Deposit are introduced. The Bank obtains an

31,100 crore (approx.). The new investors are program an [ICRAJA1+ rating - authorized dealer license to commence
notable domestic and global names - HDFC, Gaja its highest rating for short-term Foreign Exchange and International Trade
Capital, Norwest Venture, Samara Capital, Beacon instruments business. A comprehensive Treasury Dealing
Private Equity, Faering Capital, TVS Shriram and and Settlement System is implemented

Cartica Capital

Bank starts upgrading its CBS to Finacle from IT infrastructure is Call centre services are established

Infosys which holds a leadership position in the revamped with significant to enhance the customer service experience.
market. The new CBS is under implementation investments for ensuring Debit Cards are launched. Corporate Internet
and is expected to go live by the third quarter of resilience, security and Banking added to internet banking suite

FY 2012-13 robustness



1998: The Bank
commences
depository services

) P |

1998: The ‘Arthasri’ award is
presented to Mr. Anil Patil,
the then Chairman of the
Bank, for excellence in the
field of finance

1999: Ratnakar
Bank’s first website
goes live

1999: The Bank achieves a
target of ¥300 crore in
Deposits

A new organizational structure is defined
and dedicated business verticals are
formed to meet diverse customer needs
across Retail, Commercial, Corporate and
Agri & Financial Inclusion segments

The Risk function at the Bank
is revamped; Credit
administration processes are
redesigned, specialization of
risk function focussed around
SME, Retail and Agri & FI.
IMaCs, a credit rating system,
is introduced

Commercial Banking launches Ratna
Business, a schematic SME credit
product with an expansion into new
industry and trade segments. Agri
Banking & Fl vertical introduces Ratna
Group Loans, a focussed credit product
for small and marginal farmers, artisans
and women borrowers

Eessssssssas e e .

The Bank achieves 100% Core
Banking System (CBS) implementation
across rural and semi-urban branches.
Back-office banking operations get
centralized for all major locations.
National Operating Centre (NOC) is
launched for centralized processing
towards achieving cost effectiveness

The Bank enters into a strategic
partnership for rapid ATM
deployment/ management

as well as switch migration to
state-of-the-art switch (Postellion)
to support multiple interfaces
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Senior Management Team

Mr. Rajeev Ahuja
Head - Strategy & Financial
Markets

“The rich legacy of our Bank and the strength and
experience of our employees and leadership team is
the key factor in transforming our Bank to deliver
better value to our customers”

Ms. Shanta Vallury
Head - Branch Banking
& Distribution

;)

i Mr. Sunil G i
Head - Retail & Consumer Chief Risk Officer
Banking

Mr. R. Gurumurthy Mr. Tajinder Kumar
Head - Corporate & Head - Human Resources
Institutional Banking

F-.
Mr. Joginder Singh Rana Mr. Naresh Karia
Chief Operations Officer (COO) Chief Financial Officer
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Retail Banking}

./

LOCKERS

AVAILABLE

Enabling Customers

The customers, thus far, had limited options of banking with us,
predominantly from our branches. Through the transformation process,
our first priority has been to open many new electronic channels that allow
customers to access and transact with the Bank.

Our primary initiative was to set up new ATM sites outside of our branch
locations. We now have over 45 such offsite ATMs and this number will
only increase. In that sense, our customers need not come to the branch
for cash withdrawals or for account level inquiries. To extend the ATM
offering, we have recently launched our International Debit Card, both in
Platinum and Classic variants in association with Visa. This card can be
used for any shopping, dining and entertainment, just like any other credit
or debit card.

Internet Banking is now a ubiquitous channel that helps customers
access their bank accounts anytime from the convenience of their homes
or wherever they choose. Our Internet Banking is specially designed
to provide information, help a customer reach us and also transact
seamlessly. Our website has been designed to look elegant and enhance
usability through simplicity.

We have also introduced SMS Banking. It is now very easy for any customer
of the Bank to make simple enquiries on their account on the go. This is
easy and inexpensive and all mobile phones can be used to access the
account.

Finally, we have also transformed the branches to look modern. The
new branch design allows for better customer interaction spaces with in-
branch service executives and also allows for a meeting room for private
discussions. A customer welcome desk helps customers to be guided at

12 | Transforming to Deliver

the entrance of the Bank and saves valuable time. Simple queries can
also be handled here.

These are some of the early steps being taken to get the Bank closer
to the customer with a view to make banking simple for them. We will
continue to use the latest technology to empower our customers.

Debit Cards

Branches

Internet Banking

ATMs



Agri Banking &
Financial Inclusion

Propelling Inclusive Growth

Ratnakar Bank believes that financial inclusion is key for promoting
the country’s economic growth in the long run. Historically, the Bank
has successfully served the agricultural and rural economy through
its extensive semi-urban and rural branch network and is further
enhancing its reach by opening more branches and setting up a
Business Correspondent network to provide doorstep services. Given
the demographic diversity of our country, delivery of high quality banking
services require a deep understanding of the demands and risks, at a
macro and a household level, involvement of the local communities and
repositioning to understand customers’ expectations and perspective in
the informal rural business environment.

Proprietorships,
firms, companies
in agri & agri
related industries

Intermediaries
delivering financial
product & services to
low income segment
-MFls, MHFls

Individuals in

farming - Agri

Non farm low
income poulation
in SUB areas/ villages
& underbanked urban
low income poulation
- Micro/ Small
Enterprices

Katnakar Kank &3

Approach to Inclusive Banking:

1. Mapping all stakeholders under the banking channel:

The Bank is positioning itself as a core part of the financial ecosystem
at a village/ community level to create an economically viable financial
inclusion business model. The Bank believes in including all stakeholders
of the rural/ semi-urban environment to come under the banking
framework to facilitate the delivery of products and services.

2.Redefining the delivery model: Ratnakar Bank has redesigned the
delivery model to a thin front-end with cutting edge technology for providing
the basic banking services in a cost-effective manner with convenience.
Basic banking products along with livelihood financing products are
delivered through ultra-small branches which act as a spokes connected
to the bigger branches for delivering value added products e.g. risk
management solutions, asset finance, supply chain finance etc.

3. Mitigating risks: Low income economically active individuals typically
do not possess suitable assets to provide bankable security to support
their financing requirement. The Bank uses the Ratna Group Loans(RGL)/
Self Help Group (SHG) mechanisms of group guarantee to provide credit
to unbanked population of small and marginal farmers and women
entrepreneurs, utilising moral collateral to drive financial behaviour.
Multi product offering including programmed savings, risk management
through insurance and forward linkages through supply chain finance
reduces the impact of environmental factors on farmers, low income
households and aligns consumption and cash flows over a period of time,
thereby minimising performance and event risks.

Using the above frame work the Bank has been able to expand its coverage
to additional 500 villages and 30,000 clients directly and support over
3,00,000 financial inclusion clients indirectly in the last 18 months. It is
expected that this number would rise multi-fold in the years to come.
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Building Sustainable Relationships

Commercial Banking (CB) caters to the wholesale banking needs of
entities with turnover of up to 31,000 crore. Given the enormous growth
potential of the emerging business universe, their substantial presence in
the Bank’s catchment areas, our legacy strengths, and the relevance of
these segments to the regulatory and governmental emphasis on priority
sectors, CB will continue to be a key focus area of Ratnakar Bank.

Commercial Banking targets customers in the “high octane, high
growth” segments, operating across key emerging sectors like food and
agribusiness, life sciences, media and entertainment, manufacturing,
trading, engineering, telecommunications, information technology and
infrastructure. These mid-market entities are potentially the large business
houses of tomorrow. The relationship managers in CB aim to deliver the
highest standards of satisfaction to their customers by providing a wide
range of banking products and services. Key products include working
capital finance, term funding, trade finance, treasury, cash management,
liability products and structured finance. These products may be tailor-
made to suit the customer’s risk profile and requirements.

The underlying spirit of CB relationships is to have well-balanced and
all-round banking relationships with the clients. Consequently, a CB
relationship manager is just as likely to spear-head introduction of the
Bank’s retail offerings to the management and employees of a wholesale
customer as to offer the CB products.

Enabled with efficient CRM tools and a relationship-centric team, CB
delivers financial solutions customised to address the specific life cycle
needs of the identified customers across the above mentioned sectors.
We are dedicated to providing a strong banking backbone as partners
to clients through-out their life cycles, and thus be a key strategic value
driver.

14 | Transforming to Deliver
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MATURITY STAGE
N Acquisition financing
(- Debt/Bond Syndication

EXPANSION STAGE
GROWTH STAGE - Project finance
- Forex Mgmt (_ - Debt Capital Markets
- Wealth Mgmt > Structured finance
- Liability Management e

INITIATION STAGE

- Working Capital funding
- Term loans

- Employee Accounts

Life Cycle Banking at Ratnakar Bank

>

In order to more efficiently serve clients at different stages of their
respective life cycles, CB has formally organized itself into three segments
from FY13 onwards as depicted below:

LIFE CYCLE BANKING AT RATNAKAR BANK

Business Banking SME Mid Corporate

For clients with
turnover between
%35 crore to 3200 crore

Specialized Tele Calling
Commercial Vehicle unit
Funding

Increasing Scale and Complexity

This segregated approach is expected to provide pin-point focus to
each segment. The product offerings, manpower requirements, and
organizational set up (back-office, location of business units, others) have
been explicitly tailored to the specific dynamics of each such segment.
With this highly structured approach, we expect CB to scale up its business
to substantially higher levels in the immediate future.

For clients with
turnover upto < 35 crore

Focus on companies
with turnover from
%200 crore to
%1,000 crore

Knowledge based
approach

Supply Chain Finance




Corporate &
Institutional Banking

Leveraging on Product Capabilities

The Corporate & Institutional Banking (CIB) group caters to the banking
needs of large corporates, Financial Institutions (including NBFls) and
Government boards, agencies, departments, etc. The Bank offers a
complete range of financial products that meet financing, hedging and
transactional needs. As a full-fledged banking service provider to this
segment, we offer customized solutions that include various funded
and non funded services covering working capital needs, term financing
needs, transactional needs, as also bespoke products covering specific
needs. Together with the Financial Markets team we provide access to
debt capital markets, structured financing solutions and risk management
products.

The client coverage model is part of a CRM driven process and an
experienced Relationship Manager provides individual coverage to the
customer and will lead a team of product specialists in providing solutions
to their banking needs. The CIB group started this year with a Mumbai
based team covering clients in Western India. In the last quarter of the
year, a team was added in Delhi to cover clients in North India. During
the current year, we plan to add teams in Bengaluru and Chennai to cover
South India.

During the year the Bank commenced relationships with several of India’s
top corporate groups including entering into working capital consortia
with a few of them. As we have progressively built product capability, we
have also engaged with these corporates across a variety of products
including trade finance, guarantees and foreign exchange. Further, all
relationship managers in the group champion other offerings like payroll
accounts, insurance policies, etc. The Bank also commenced a focused
coverage of the Governmental and Institutional clients during the year.
Engagement with the government entities are at all levels from the
municipal corporations to central government departments. The Bank has

now been empanelled with a few of these entities as a banking partner
enabling them to place deposits with us. The focus here would be to offer
deposit products and transaction banking businesses. Growing this part
of the business will a key goal during the current year.

One of the objectives of the business is to ensure a diversified revenue
stream from a well distributed portfolio. Hence, the focus would remain
on deepening engagement with clients by engaging with them across
multiple products and building predictable annuity revenues.

Debit
Capital
Markets

Working
Capital
Financing

CORPORATE &
INSTITUTIONAL

BANKING Risk
Management

Solutions

Structured
Financing

Foreign
Exchange

69" Annual Report 2011-2012 | 15



Human Capital

Building Capabilities

To meet the Bank’s strategy to transform itself into a New Age Bank, the
Human Resources team has initiated various activities:

Employees Strength

The Bank’s employee base increased from 700 as of March 31, 2010
to over 1,400 as of today. The Bank is gradually becoming an employer
of choice as potential employees are attracted towards challenging
assignments, growth and learning opportunities.

Parivartan

Employee development has been the cornerstone for the realization of the
transformation journey. This initiative is aimed at engaging employees
and building their capabilities at every level of the organization. An
extensive training schedule involving Transformation Training and Product
Training is being executed. The Bank successfully conducted more than
4000 man days of training over the last 2 years.

OURatna

OURatna is a Human Resource Information System (HRIS) that was
implemented for the better management of human resources. HRIS
with its robust, multi-tier architecture provides a strong foundation for
automating and optimizing critical HR Functions. We have successfully
launched modules on Leave & attendance and Goal setting. Going
forward we will automate and integrate the workflow of critical HR
functions like Talent Management, Recruitment and Selection, Training
and Development, Performance Management, Communication and
Knowledge Management.

Vartapatra

The in-house magazine ‘Vartapatra’, was
communication tool. Through this periodic publication employees are
kept abreast of the progress made by the Bank.

revived as an internal
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Ratna School of Banking

Ratna School of Banking is a measure to attract young talent at an early
stage of their careers. The course module has been formed in association
with Manipal Global Education and includes a 3 month residential training
program at Kolhapur, Maharashtra. The first cohort of RSB has commenced
in July 2012.

Sourcing &
Managing
Talent

Building
Performance
Culture

Organization
Capabilities

Parivatan
-Training

Employee
Communication/
HRIS

Ratnakar Eank B3 DOlEatna

oty e PR

[ T ——

F———




The Ratnakar Bank Limited Katnakar Kank &2
Registered Office: 1st Lane, Shahupuri, Kolhapur - 416 001
Controlling Office: One Indiabulls Center, Tower 2, 6th Floor, 841, Senapati Bapat Marg, Lower Parel (W), Mumbai 400 013

NOTICE

Notice is hereby given that the Sixty-ninth Annual General Meeting of members of The Ratnakar Bank Limited (the Bank) will be held
on Wednesday, August 29, 2012 at 12.00 noon at ‘Bharatratna’ Dr. Vishveshwarayya Memorial Hall, C.S. No. 227/ 1, Plot No.5, E
Ward, Opp. Central Excise Office, Near Kiran Bunglow, Tarabai Park, Kolhapur - 416 003 to transact the following business:

Ordinary Business:

1.

To receive, consider and adopt the audited Profit and Loss Account for the financial year ended on March 31, 2012 and the
Balance Sheet as at that date together with the Reports of Directors’ and Auditors thereon.

To declare Dividend.

To appoint a director in place of Mr. B. D. Arwade, who retires by rotation and being eligible, offers himself for reappointment.
To appoint a director in place of Mr. Girish Godbole, who retires by rotation and being eligible, offers himself for reappointment.
To consider and, if thought fit, to pass, with or without modification(s), the following Resolution as an Ordinary Resolution:

“RESOLVED THAT subject to the approval of the Reserve Bank of India and pursuant to the provisions of Section 224, Section 225
and other applicable provisions, if any, of the Companies Act, 1956 and the Banking Regulation Act, 1949, M/s S.R Batliboi &
Co., Chartered Accountants (registration No. 301003E) or such other person as may be approved by Reserve Bank of India, be
appointed as Central Statutory Auditors of the Bank in place of M/s. P. G. Bhagwat Chartered Accountants to hold office from
the conclusion of this Meeting until the conclusion of the next Annual General Meeting of the Bank, on a remuneration (including
terms of payment) to be fixed by the Board of Directors of the Bank, based on the recommendation of the Audit Committee, plus
service tax and such other tax(es), as may be applicable, and reimbursement of all out-of-pocket expenses in connection with the
audit of the accounts of the Bank for the year ending March 31, 2013.”

To consider and, if thought fit, to pass, with or without modification(s), the following Resolution as an Ordinary Resolution:

“RESOLVED THAT pursuant to the provisions of Section 228 and other applicable provisions, if any, of the Companies Act,
1956 and the Banking Regulation Act, 1949, the Board of Directors of the Bank be and is hereby authorised to appoint branch
auditors, as and when required, in consultation with the Central Statutory Auditors, to audit the accounts in respect of the Bank’s
branches/ offices and to fix their terms and conditions of appointment and remuneration, based on the recommendation of the
Audit Committee, plus service tax and such other tax(es), as may be applicable, and reimbursement of all out-of-pocket expenses
in connection with the audit of the accounts of the branches/ offices for the year ending March 31, 2013.”

Special Business:

7.

To consider and, if thought fit, to pass with or without modification(s), the following Resolution as an Ordinary Resolution:

“RESOLVED THAT Mr. Jairaj Purandare who was appointed as Additional Director of the Bank by the Board under Section 260 of
the Companies Act, 1956 and provisions of Articles of Association of the Bank and who holds office up to the date of this Annual
General Meeting and in respect of whom the Bank has received Notice in writing, under Section 257 of the Companies Act, 1956
from a member signifying his intention to propose him as a candidate for the office of director of the Bank, be and is hereby
appointed as a director of the Bank who shall be subject to retire by rotation.”

To consider and, if thought fit, to pass with or without modification(s), the following Resolution as an Ordinary Resolution:
“RESOLVED THAT Mr. P. Sudhir Rao who was appointed as Additional Director of the Bank by the Board under Section 260 of

the Companies Act, 1956 and provisions of Articles of Association of the Bank and who holds office up to the date of this Annual
General Meeting and in respect of whom the Bank has received Notice in writing, under Section 257 of the Companies Act, 1956
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from a member signifying his intention to propose him as a candidate for the office of director of the Bank, be and is hereby
appointed as a director of the Bank who shall be subject to retire by rotation.”

To consider and, if thought fit, to pass, with or without modification(s), the following Resolution as a Special Resolution:

“RESOLVED THAT pursuant to the applicable provisions of the Companies Act, 1956 and the Banking Regulation Act, 1949
and the provisions of the Articles of Association of the Bank, and subject to the approval of Reserve Bank of India (RBI), consent
of the Members of the Bank be and is hereby accorded for revision in the remuneration payable to Mr. S. G. Kutte holding and
continuing to hold office of Part —~time Chairman of Bank to ¥1.15 lac per month (earlier ¥1.00 lac per month) effective July 1,
2012, subject to such modification(s) thereof as may be approved by RBI and agreed to by the Board of directors and Mr. S. G.
Kutte;

RESOLVED FURTHER THAT all other terms and conditions relating to appointment of Mr. S. G. Kutte as approved by members
earlier, shall remain unchanged.”

To consider and, if thought fit, to pass, with or without modification(s), the following Resolution as an Ordinary Resolution:

“RESOLVED THAT subject to the applicable provisions of the Companies Act, 1956, the Banking Regulation Act, 1949 and the
provisions of the Articles of Association of the Bank, and subject to the approval of Reserve Bank of India, consent of the Members
of the Bank be and is hereby accorded for revision in the remuneration of Mr. Vishwavir Ahuja, Managing Director & CEO to 363
lacs p.a. (earlier ¥54 lacs p.a.) and as detailed in the explanatory statement of the Notice, effective July 1, 2012, subject to such
modification thereof as may be approved by the RBI and agreed to by the Board of directors and Mr. Vishwavir Ahuja;

RESOLVED FURTHER THAT other terms and conditions relating to appointment of Mr. Vishwavir Ahuja shall remain
unchanged.”

To consider and, if thought fit, to pass, with or without modification(s), the following Resolution as a Special Resolution:

“RESOLVED THAT,pursuant to Section 31 and other applicable provisions, if any, of the Companies Act, 1956, Banking
Regulation Act, 1949 and other applicable laws (including any statutory amendments thereto or re-enactments thereof for the
time being in force and as may be enacted from time to time) and the provisions of any rules/ regulations guidelines issued/
framed by the Central Government, Reserve Bank of India and any other appropriate authorities (hereinafter collectively
referred to as “the Appropriate Authorities”), subject to the Bank obtaining all approvals from the Appropriate Authorities; and
subject to such conditions and modifications, as may be prescribed by any one of them while granting any such approval,
consent, permission, and/ or sanction (hereinafter referred to as “the requisite approvals”), which may be agreed to by the
Board of Directors of the Bank (hereinafter called “the Board” which term shall be deemed to include any Committee which the
Board may have constituted or hereinafter constitute to exercise its powers including the power conferred by this Resolution),
the Articles of Association of the Bank be and is hereby amended in the manner set out below:

I.  The existing definition of the term “The Company” appearing in the Article 1 be deleted and substituted with the following
term:

“The Company/ the Bank” means “The Ratnakar Bank Limited”
Il.  The existing definition of the term “Year” appearing in the Article 1 be deleted and substituted with the term “Financial
Year” (as defined below) and the term “Calendar year” wherever appearing in the Article of Association except for Article
71 be deleted and substituted with the term “Financial Year”:
“Financial Year” shall have the meaning assigned thereto by Section 2(17) of the Act.

Ill.  The existing Article 7 be deleted and substituted with the following new Article 7:

07. The Company may at any time pay a commission to any person for subscribing or agreeing to subscribe (whether
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absolutely or conditionally) for any shares, debentures or other securities of the Company or procuring or agreeing to
procure subscriptions (whether absolute or conditional) for any shares, debentures or other securities of the Company
but so that if the commission in respect of the shares, debentures or other securities shall be paid or payable out of
capital, the statutory conditions and requirements shall be observed and complied with and the amount or rate of
commission shall not exceed the rates prescribed by the Act and the Banking Regulation Act, 1949. The commission
may be paid or satisfied in cash or in shares, debentures or other securities of the Company or partly in one way and
partly in the other. The Company may also, on any issue of Shares, Debentures or other securities pay such brokerage
as may be lawful.

The existing Article 16 be deleted and substituted with the following new Article 16:

16. No member, who shall change his name, or who being a female shall marry, shall be entitled to receive any
dividend or to vote in the name other than the one registered with the Company, until notice of the change of name
or of marriage as the case may be is given to the Company in order that the same be registered after production of

satisfactory evidence.

The paragraph starting with the words “I/ WE” and ending with the words “Signature of etc” as appearing in Article 46
be deleted.

The existing Article 47A be deleted and substituted with the following new Article 47A:

47A. No person/ group of persons shall acquire any shares of the Bank which would take his/ her/ its holding to a level
of 5% or more (or any such percentage imposed by Reserve Bank of India from time to time) of the total issued capital of
the Bank unless prior approval of Reserve Bank of India has been obtained by such person/ group of persons.

The existing Article 54 be deleted.

The following new Article be inserted after Article 57, as Article 57A:

57A. The provision of this clause shall apply mutatis mutandis to the transfer of debenture and other securities of the
company or transmission thereof by operation of law.

The words ‘Article 92’ appearing in Article 59 be deleted and substituted with the words ‘Article 91'.
The words ‘clause 74’ appearing in Article 76 be deleted and substituted with the words ‘Article 73’.
The existing Article 81 be deleted and substituted with the following new Article 81:

81. The Chairman (if any) of the Board shall be entitled to take the chair at every General Meeting, whether Annual or
Extraordinary. If there be no such Chairman of the Board, or if at any meeting he shall not be present within fifteen
minutes of the time appointed for holding such meeting, or if he shall be unable or unwilling to take the chair, then
the directors present may choose one of their members to be the chairman of the meeting. If no director be present
or if all directors present decline to take the chair, then Members present shall elect one of their members to be a
Chairman.

The words “or if such appointer is a corporation under its common seal, and shall be attested by one or more witnesses”
appearing in Article 97 be deleted and substituted with the words “duly authorised in writing or if such appointer is a

corporation, be signed by an officer or an attorney duly authorised by it.”

The words “(provided in Article 109)” appearing in ‘Article 107’ be deleted and substituted with the words “(provided in
Article 108)".
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XIV. The existing Article 110A be deleted and substituted with the following new Article 110A:
110A. In addition to the sitting fees, the Directors shall be reimbursed such sum as the Board may consider fair
compensation for traveling, hotel, and other incidental expenses incurred by him in attending and returning from the
meetings of the Board of Directors or any Committee thereof or General Meetings of the Company.

XV. The existing Article 112(a) be deleted and substituted with the following new Article 112(a):

“If he fails to obtain within the time specified in sub-section (1) of Section 270 of the Act, or at any time thereafter ceases
to hold, the share qualification, if any necessary for his appointment.”

XVI. The words “Article 121" appearing in Article 112(i) be deleted and substituted with the words ‘Article 120’.
XVII. The word “annual” appearing after the words ‘time to time declare an’ in Article 146 be deleted.
By order of the Board of Directors

Virta Jain

Mumbai, July 25, 2012 Company Secretary

Notes—

1

A MEMBER ENTITLED TO ATTEND AND VOTE IS ENTITLED TO APPOINT A PROXY TO ATTEND AND TO VOTE ON A POLL, INSTEAD
OF HIMSELF AND A PROXY NEED NOT BE A MEMBER OF THE BANK. Proxies, in order to be effective, must be received at the
Registered Office/ Administrative Office/ Controlling Office of the Bank, not less than 48 hours before the commencement of the
Annual General Meeting.

The Register of Members and the Share Transfer Books of the Bank will remain closed from Thursday, August 23, 2012 to
Wednesday, August 29, 2012 (both days inclusive). Dividend for the year ended March 31, 2012, at the rate of ¥0.30 per fully
paid-up equity share, if declared at the Meeting, will be paid on and from Thursday, August 30, 2012:

(i) to those Members, holding shares in physical form, whose names appear on the Register of Members of the Bank, at the
close of business hours on Thursday, August 23, 2012 after giving effect to all valid transfers in physical form lodged on or before
Wednesday, August 22, 2012 with the Bank and/ or its Registrar and Transfer Agent; and

(i) in respect of shares held in electronic form, to all beneficial owners as per the details furnished by National Securities
Depository Limited (NSDL) and Central Depository Services (India) Limited (CDSL) at the close of business hours on Wednesday,
August 22, 2012.

Pursuant to section 205C of the Companies Act, 1956, the Bank is statutorily required to transfer to the Investors Education &
Protection Fund (IEPF) established by the Central Government, all unclaimed/ unpaid dividend for a period of seven years from
the date they became due for payment and once such amount is transferred to IEPF, no claim of the members shall lie against
the Bank or the IEPF. Thus, the unclaimed and unpaid dividend declared upto the financial year 2003-04 has been already
transferred to IEPF. The Members who have not yet encashed their dividend warrants related to subsequent financial years are
requested to do so immediately.

Corporate Members are requested to send a duly certified copy of the Board Resolution/ Authorisation pursuant to Section 187
of the Companies Act, 1956, authorising their representative to attend and vote at the Annual General Meeting.

An Explanatory Statement pursuant to Section 173 of the Companies Act, 1956 relating to the special business to be transacted
at the Annual General Meeting is annexed.
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Members/ Proxies are requested to bring their admission/ attendance slips along with copy of the Annual Report at the Annual
General Meeting.

Members holding shares in physical form are requested to notify change in address, to update contact details such as e-mail
IDs, cell/ Telephone numbers to the Bank’s Registrars Link Intime India Limited, C-13 Pannalal Silk Mills Compound, L.B.S. Marg,
Bhandup (West), Mumbai-400 078, Tel. No.: 022 25946970 Fax No.: 022 25946969 Email: rnt.helpdesk@linkintime.co.in.The
members holding shares in de-materialised form are requested to notify the aforesaid to their DP’s.

Members may avail nomination facility as provided under Section 109A of the Companies Act, 1956.

The Bank has made available the facility of De-materialization of shares of the Bank. De-materialization of shares
will facilitate easy and convenient holding of shares, Inmediate, hassle-free and safe transfer of shares, no stamp
duty on transfer of shares, Reduced transaction cost etc. Thus, members holding shares in physical form are

requested to make use of the facility for their convenience and safety.

Members desirous of getting any information about the accounts and/ or other operations of the Bank are requested to write to
the Bank at least seven days before the date of the meeting to enable the Bank to Keep the information ready at the meeting.

By order of the Board of Directors

Virta Jain

Mumbai, July 25, 2012 Company Secretary

EXPLANATORY STATEMENT
Pursuant to section 173 (2) of the Companies Act, 1956

Item No. 7:

Mr. Jairaj Manohar Purandare was associated with PricewaterhouseCoopers Pvt. Ltd as its Regional Managing Partner till
December 2011. He was Country Leader - Markets and Industries for PwC India. He was previously Chairman of E&Y in
India. Prior to joining E&Y, he was the Country Head of the Tax & Regulatory practice of Arthur Anderson India. He is fellow
member of the Institute of Chartered Accountants of India. He has extensive experience in Foreign Investment Consulting/
Establishment of Joint Ventures, International Tax, Transfer Pricing and Mergers & Acquisitions. He has significant expertise
in advising clients on various issues in the Financial Services, Power and Media Industries. He advises clients on investment
proposal to regulatory authorities including the Foreign Investment Promotion Board, Ministry of Finance and Reserve Bank
of India. Euromoney in its report on the World’s Leading Tax Advisers, International Tax Review (Euromoney) has named Mr.
Jairaj as among the leading Tax Advisers in India. He is a frequent speaker at seminars in India and abroad and has presented
several papers in areas of his expertise. He joined the Board of the Bank on September 16, 2011 as Additional Director and as
per provisions of Section 260 of the Companies Act, 1956 he will hold office as a Director up to date of ensuing Annual General
Meeting. The Bank has received Notice pursuant to provisions of section 257 of the Companies Act, 1956 from a member,
signifying his intention to propose Mr. Jairaj Purandare for appointment as a Director.

The Board recommends the passing of the Resolution in the interest of the Bank.

No Director is in any way concerned or interested in the Resolution except Mr. Jairaj Purandare.

Item No. 8:

Mr. P. Sudhir Rao is currently associated with over 25 companies in India, nurturing early/ growth stage enterprises and
assisting listed entities in the areas of Strategic direction, Business Research and Revenue Management, Performance and
Capital Management and Stakeholder Relations as also providing India-entry services. As an active non-executive observer
he gets them to focus on enhancing Customer and Organisation capital to deliver superior triple bottom line returns to all
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stakeholders. He has invested and advised a number of Technology Ventures that impact Education, Healthcare & Financial
Services from incubation through to listing them on public Markets.

Mr. Rao was also a key participant in the Indian Capital Market, between 1989 to 1999, a period that saw the emergence
of structural change and reforms in the Indian Financial Services and Capital Markets. He is Founder Director of Karvy
Investor Services Ltd. that is involved in providing Investor Services. He has served on the Board of Bank of Punjab Ltd. as an
Independent Director before it was merged with Centurion Bank Ltd. At present, he is associated as Non-executive Director on
Board of several companies including Aditya Birla Money Ltd. and Radhakrishna Foodland Pvt. Ltd. (a leading Supply Chain
Solutions company). He joined the Board of the Bank on January 30, 2012 as Additional Director and as per provisions of
Section 260 of the Companies Act, 1956 he will hold office as a Director up to date of ensuing Annual General Meeting. The
Bank has received Notice pursuant to provisions of section 257 of the Companies Act, 1956 from a member, signifying his
intention to propose Mr. P. Sudhir Rao for appointment as a Director.

The Board recommends the passing of the Resolution in the interest of the Bank.
No Director is in any way concerned or interested in the Resolution except Mr. P. Sudhir Rao.
Item No. 9:

Mr. S. G. Kutte was appointed as Part-time Chairman in accordance with approval of RBI conveyed vide its letter dated June
29, 2010 and Shareholders at the Annual General Meeting held on August 25, 2010, for a period of three years w.e.f. June 30,
2010 on a monthly remuneration of T1 lakh. Mr. Kutte completed two years’ service on June 30, 2012.

It was observed that the good offices of Mr. S. G. Kutte was of great use to the institution in retaining the immense goodwill
that he enjoys from all quarters of the society and his pragmatic approach which has helped to fetch credible support from
these constituencies in ensuring a smooth transition in management and business strategy (while ensuring that the traditional
franchise and heritage of the Bank continues to be nurtured), thereby assisting Mr. Viswhavir Ahuja, MD & CEO to take effective
charge of his new role and responsibilities. Mr. Kutte has also guided the path of certain strategic initiatives associated with
enhancing the financial inclusion footprint of the Bank in the Kolhapur region and also in the broader serving area of the Bank.
In view of above, the Board was desirous of Mr. Kutte to get revised remuneration of ¥13.80 lacs p.a. from the Bank (earlier
12 lacs p.a.) for the remainder tenure of his office.

The Bank has submitted an application to Reserve Bank of India for its permission for increase in remuneration of Mr. S. G.
Kutte.

The Members are requested to accord their approval to the aforesaid by passing Special Resolution.
No Director is in any way concerned or interested in the Resolution except Mr. S. G. Kutte.
Item No. 10:

Mr. Vishwavir Ahuja was appointed as Managing Director and CEO of Bank w.e.f. 30 June, 2010 for a period of three years
on terms and conditions as set out in the approval letter received from RBI and approved by shareholders at Annual General
Meeting held on August 25, 2010. He joined the Bank as Director on the Board in February 2010.

Mr. Ahuja holds an PGDM from the Indian Institute of Management (IIM), Ahmedabad and MS in International Finance from
University of Michigan, USA. He has worked with the Bank of America (BoA) as Managing Director & CEO for the India sub-
continent, based in Mumbai. During his tenure as CEO, BoA established solid, market leading positions in their chosen lines
of business, consistently delivering superior results. Between 2004 and 2009, the India business performed handsomely
with 45% CAGR in revenues reaching a level of over 1,000 crore in FY 2009, ROE of >35% over the 5 year period, excellent
portfolio quality (zero Non Performing Assets), and satisfactory corporate audit and regulatory (RBI) inspection ratings. In terms
of market recognition, Bank of America, India was adjudged the “Best Foreign Bank in India”and the “Most Efficient Bank in
India (Among all banks - PSU, Private and Foreign)”, and among the two best banks in India on Credit.

The Bank has also made significant progress under the stewardship of Mr. Ahuja. Subsequently, considering the progress
made by Bank under stewardship of Mr. Vishwavir Ahuja modest revision in remuneration was proposed by Board during last
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year effective July 1, 2011 and was approved by shareholders at the Annual general Meeting held on August 30, 2011 and
approved by RBI vide its letter dated October 10, 2011.

Keeping in view the increase in the responsibilities shouldered and his rich and diversified experience in the industry, the
significant progress made by the Bank under his stewardship during FY11-12 showing all-round performance and growth in
Net Interest Income, Fee Income and significant reduction in Non-performing Assets. Specifically the major initiatives and
achievements as follows:

Attracting talent having expertise in various facets of banking operations.
Putting in place an organizational structure that would be capable of handling the projected business growth

Putting in place systems and procedures whereby the quality of business is improved. Actual growth in business in terms
of deposits, advances, investments which in percentage terms were superior to that attained by the industry.
Business growth and profitability which grew handsomely during the year even as quality of the portfolio was further

enhanced.

More specifically as below:

iv.

V.

vi.

Advances increased 117% to reach 34,132 crore, and deposits increased 132% to close at 34,739 crore;
Balances sheet has grown from 3,230 crore (31st March, 2011) to 37,205 crore (31st March, 2012);
Profit After Tax (PAT) for the year was approx. 66 crore up from ¥12 crore;

Gross NPA declined from 1.12% to 0.80% as of 31st March 2012 and net NPA was only 0.20%;

There was corresponding improvement in all operating ratios and parameters;

Highest Credit Rating [ICRAJA1+ from ICRA Limited for CD programme of the Bank. The Bank has more than 32,000 crore
of credit lines from various Banks and Financial Institutions, diversified base of Corporate and Institutional deposits;

The Board of Directors, subject to approval of Reserve Bank of India and Members, had approved increase in remuneration of

Mr. Ahuja as mentioned in the resolution. The remuneration proposed commensurate with the remuneration packages paid to
his similar level counterparts in other banks.

The revised remuneration details of Mr. Ahuja are detailed herein below:

Sr. No. Particulars

1 Salary/ Compensation 63 Lacs per annum

2 House Rent Allowance/ Free Free furnished accommodation in South mid- town Mumbai or House

furnished house Rent Allowance of up to 60% of salary
N.A
Dearness Allowance

3 Medical benefits As decided by the Board from time to time - including reimbursement of medical
bills up to ¥50,000 per month.

4 Use of Bank’s car Free use of Bank’s car with driver for official purpose and private use. Car should
be not more than 2400 CC.

5 Entertainment Allowance Reimbursement of actual expenses on production of bills of which ¥500 per
entertainment to be reimbursed on the MD’s own certificate. Entertainment
expenses will be inclusive of entrance fees/ subscription of 2 clubs.

6 Other allowance

Travelling and Halting Allowance As per Bank'’s policy

Provident Fund / Gratuity / Pension | As per Bank’s policy

(contd.)
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Sr. No. Particulars

Sitting Fees Not eligible

Bonus Performance related as approved by the Board and after obtaining specific
approval of RBI.

Insurance cover For journey by road, rail or air for official purpose.

Leave Fare Concession As per Bank’s policy. The facility of encashment of privilege Leave (if allowed
under the Bank'’s rule) can be availed of by the MD & CEO on his demitting office.

Employees stock Option This will be offered as part of the remuneration and long term incentive package,
as approved by the Board after which specific approval of RBI be sought.

Loan eligibility Up to ¥100 Lacs, as per the policy of Bank and after obtaining specific approval of
RBI

The Bank has submitted application to Reserve Bank of India for its permission for increase in remuneration of Mr. Ahuja (as
detailed in the resolution and explanatory statement).

The Members are requested to accord their approval to the aforesaid by passing Ordinary Resolution.
Except, Mr. Ahuja no other director is concerned or interested in the Resolution.

The Resolution at item No. 10 read with the aforesaid explanatory statement shall be treated as an abstract detailing the
variation in the remuneration of Mr. Ahuja as required under Section 302 of the Companies Act, 1956.

Item No. 11:

The Ratnakar Bank Limited (the Bank) was incorporated on June 14, 1943 under the provisions of the Indian Companies Act,
1913 and deemed to exist within the purview of the Companies Act, 1956 (“the Act”).

It is proposed to amend some of the Articles of the Articles of Association (“the AOA”) as per the Special Resolution contained
in the Notice of Annual General Meeting (AGM). The changes are proposed in order to streamline the Articles with the
contemporary regulatory provisions and applicable guidelines, rectify certain typographical errors as well as bring about
operational and procedural expediency.

Your approval is sought, as required under the provisions of Section 31 and other applicable provisions of the Act, for amendment
in AOA of the Bank as per the Special Resolution given in the Notice of AGM.

A copy each of the existing Articles of Association and a new set of Articles of Association after incorporating the proposed
alterations mentioned in the Special Resolution at Sr. No. 11 will be available for inspection at the Registered/ Administrative/
Controlling Office of the Bank on all working days till the date of the 69th Annual General Meeting of the Bank to be held on
August 29, 2012 between 11.00 a.m. to 1.00 p.m.

None of the Directors of the Bank is, in any way concerned, or interested in the proposed Special Resolution.

The Board of Directors of the Bank recommends, the Special Resolution as set out in the Notice for Members’ approval.

By order of the Board of Directors

Virta Jain
Mumbai, July 25, 2012 Company Secretary
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Your Directors have pleasure in presenting the 69th Annual Report of The Ratnakar Bank Limited (the Bank) along with the

audited statement of accounts for the year ended March 31, 2012.

FINANCIAL HIGHLIGHTS
The financial performance for the year ended March 31, 2012 (FY12) is summarised in the following table:
(T in crore)

For the year ended % change
Particulars March 31, 2012 March 31, 2011
Size of Business (Deposits and Gross Advances) 8,896.31 3,961.98 124.54%
Advances (Net) 4,132.27 1,905.17 116.90%
Deposits 4,739.33 2,042.16 132.07%
Net Interest Income 186.79 95.16 96.29%
Other Income 67.13 18.58 261.30%
Net Total Income 253.93 113.74 123.26%
Operating Expenses 139.10 94.48 47.23%
Provisions and Contingencies 49.10 6.93 608.51%
Net Profit 65.73 12.33 433.09%
Gross NPA (%) 0.80% 1.12% -
Net NPA (%) 0.20% 0.36% -
Capital Adequacy Ratio (%) 23.20% 56.41% -
Business Per Employee 6.69 4.35 53.79%
Business Per Branch 88.96 40.02 122.30%

During the year, the Bank has shown a strong all-round performance, having substantially grown its Net Interest Income,
Fee Income and achieved a significant reduction in Non-performing Assets resulting in a net profit of ¥65.73 crore, which

is a 433.09% improvement over the previous year.

APPROPRIATIONS

(% in crore)

For the year ended

Particulars

March 31, 2012

March 31, 2011

Transfer to Statutory Reserve

Transfer to Capital Reserve

Transfer to Revenue and Other Reserves
Transfer to Investment Reserve
Dividend for the year (proposed)

Tax on Proposed Dividend

16.50 3.10
1.44 -
40.50 3.50
0.15 0.54
6.45 4.30
1.03 0.71

Balance profit of ¥0.06 crore (including brought forward profit from last year) is carried to Balance Sheet.
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DIVIDEND

The Bank’s progress towards ‘Transformation’ aims to create a
vibrant New Age entity with a high degree of competitiveness
and professionalism leading to a higher growth business. This
growth will be the result of creating size and scale with robust
controls in the key market segments that we operate in. All
of these will need significant and continuous investments in
infrastructure, processes, branches, technology etc. especially
in the initial years. While the Bank has successfully raised
capital in early 2011, there is a need to continue reinvesting our
earnings so as to be able to achieve scale, size and earnings
momentum in a timely manner.

At this stage of transformation there is a need to balance the
short and long term interests of the shareholders. For the
longer term, in a high growth entity, retained earnings have a
multiplier effect on the market value of the organization and
hence the share price. This reinvestment of earnings is a key
component of delivering a higher “total return to shareholders”.
Taking all these factors into account, the Directors are pleased
to recommend a 50% growth in dividend from 2% last year to
3% for FY12. This dividend shall be subject to the approval of
shareholders in Annual General Meeting and subject to tax on
dividend to be paid by the Bank. Total outgo on this account,
inclusive of taxes, will be ¥7.48 crore.

CAPITAL ADEQUACY RATIO (CAR)

The Bank’s Capital Adequacy Ratio (CAR) as on March 31,
2012 is at a comfortable level of 23.20% (CAR as on March
31, 2011 was 56.41%). The Bank’s business has grown
significantly during the year which has helped the Bank in the
efficient deployment of capital.

NET WORTH

Net Worth of the Bank as at March 31, 2012 was 31,130.99
crore comprising of paid-up equity capital of ¥214.95 crore
and reserves of ¥916.04 crore (excluding revaluation
reserve, investment reserve and intangible assets).

MANAGEMENT DISCUSSION AND ANALYSIS

The past year has been a challenging year for the world
economy. The looming Eurozone sovereign debt crisis and
slower than expected recovery in the US economy cast its
shadow on the year. While the concerns about a crisis had
abated somewhat during the year, the recent developments
suggest a worsening situation in the Eurozone. The US
economic recovery continues to remain uneven and brittle.
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Similarly, growth risks have surfaced in emerging and
developing economies (EDESs) too.

Domestically, the state of the economy is a matter of growing
concern. Though inflation has moderated in recent months, it
remains sticky and above the tolerance level, even as growth
has slowed significantly. Concerns over the fiscal deficit
situation, the current account deficit and deteriorating asset
quality loom large.

GDP growth moderated to 6.1% during Q3 of FY12 from 6.9%
in Q2 and 8.3% in the corresponding quarter of 2010-11. This
was mainly due to moderation in industrial growth from 2.8%
in Q2 to 0.8% in Q3. The GDP further dropped drastically
to 5.30% during Q4 of FY12, lowest in three years mainly
driven by manufacturing sector negative growth of -0.3%. The
services sector held up relatively well (with growth being 8.7%
in both Q2 and Q3 of 2011-12). Overall, GDP growth during
FY12 slowed to 6.5% from 8.4% in FY11.

Inflation in 2011-12 evolved broadly along the trajectory
projected by the Reserve Bank. The March 2012 inflation at
6.9% was close to the Reserve Bank’s indicative projection
of 7.0%.

On the exchange rate front, the rupee has come under severe
pressure due to several external as well as internal factors
and has been one of the weakest performers in the emerging
market economies. The currency volatility has impacted
domestic liquidity and inflation adversely.

The fourth Financial Stability Report (FSR) was released by
RBI in December 2011. According to the assessment made
in the report, the domestic financial system remained robust,
though risks to stability increased in the recent period. That
the financial system remained robust was evidenced by a
series of macro-financial stress tests, which assessed the
resilience of the banking system to adverse macroeconomic
developments. Stress tests also revealed that banks’ capital
adequacy remained above regulatory requirements, even
under severe stress scenarios.

The Reserve Bank instituted a systemic risk survey (SRS) to
supplement its assessment of systemic risks through wider
consultation. The findings of the SRS also reaffirmed the
stability of the system. However, according to the survey,
deterioration in asset quality was identified as one of the
major risks faced by banks.

Going into FY13, the global outlook also appears to be
somewhat uncertain with all eyes on some of the Eurozone



developments, growth in the US and Chinese economies.
Continuing softness in the Eurozone economies have
built expectations about further quantitative easing. On
the domestic front, a weaker monsoon is likely to impact
agricultural growth negatively and recent Industrial growth
numbers suggest challenging conditions going ahead though
softening oil and commaodity prices could help the country’s
financial position as well as inflation somewhat. The economy
is dealing with higher current account deficit, reduced
savings and investment rate, persistent high inflation and
tighter inter-bank liquidity although offset by a weaker rupee.
Concrete and positive macro-economic as well as commercial
policy decisions would be required to be taken to prop the
economy for sustaining an above 6% GDP growth rate. Such
headwinds are likely to further impact adversely the credit
environment requiring a cautious approach to growth and
customer selection for banks, including us. This environment
will require banks such as ours to focus on cost containment
and factors that enhance productivity to remain competitive.

BUSINESS PERFORMANCE

During FY12, the Bank focused on diversification of resources,
advances growth, new client acquisition, CASA mobilization,
credit recoveries and designing new products and services.
We believe that we have made substantial progress on all the
parameters of this strategy. We have significantly improved
our funding profile, asset quality and profitability. The
Provision Coverage Ratio (PCR) for the Bank is a healthy at
79.9% providing the necessary credit cushion in the present
economic scenario.

Deposits And Borrowings

Deposits of the Bank increased from 32,042.16 crore as at
March 31, 2011 to ¥4,739.33 crore as at March 31, 2012,
registering a growth of 132%. High interest rate environment
led to an industry-wide shift in customer behaviour in favour
of term deposits. This bias towards term deposits coupled
with tighter liquidity conditions resulted in rise in rates of
interest on deposits and consequent increase in cost of
deposits. Deregulation of interest rate during the year also
led to increase in the savings account deposit rates offered by
some Banks. The Bank raised the rate of interest on savings
deposit from 4% to 5.5% in November 2011. This helped the
Bank to increase its savings deposits balances. Concerted
efforts at increasing the CASA Balances have led to increase
in CASA deposit balances of the Bank by 44% during FY12.

The Bank’s deposit mobilization efforts have widened
significantly during the year which includes corporate clients,
Financial Institutions, Mutual funds, Insurance companies,

Katnakar Kank &3

government/public sector entities, local bodies and Banks.
The Bank has also been able to use its asset refinancing
capabilities very well.

Overall, the Bank has been able to establish good track-
record with depositors and lenders alike with strong financial
performance and stringent liquidity discipline which has
helped the Bank to fund its growth optimally.

Advances

Net Advances increased from31,905.17 crore as of March 31,
2011 to 4,132.27 crore as on March 31, 2012, registering
a growth of 117%. This increase was possible due to an
all-round increase in advances of the Bank in Corporate &
Institutional Banking, Commercial Banking, Agri & Financial
Inclusion and Retail Banking businesses. The Bank has
started several new client relationships and is serving its
client base with introduction of more products and services.
The Bank is now providing rupee as well as foreign currency
facilities to clients, both on and off-balance sheet. The Bank
offers products to suit the needs of large corporates, micro,
small and medium enterprises, agricultural and allied sectors
as well as retail customers.

Revenue And Profit Growth

The Bank’s Net Total Income has increased from 3113.74
crore in FY11 to ¥253.93 crore in FY12, a jump of 123%.
During this period, the net profit increased from ¥12.33 crore
t0 365.73 crore.

The growth of business has led to increase in net interest
income. Diversifying the revenue streams from clients and
enhancing the granularity and stability of revenues is a key
focus area for the Bank. To this end, the Business Groups work
closely with each other so as to offer wide range of services
to the customers. The Bank is seeking to be a comprehensive
service provider to its clients and to this end it is upgrading its
products and technology capabilities.

The Bank has earned significantly higher fee revenues
during FY12. To this end, the Bank has been offering to its
customers trade finance as well as non-fund based products,
direct banking channel products, remittance services, demat
services, insurance and mutual funds.
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Management of Asset Quality: Key for Balance
Sheet Strength

During the year, the Gross NPA and Net NPA ratios have
reduced-Gross NPA from 1.12% to 0.80% and Net NPA
from 0.36% to 0.20%. These results were achieved through
judicious management of credit as well as aggressive and
focused efforts on NPA management and recovery. The
Provision Coverage Ratio (PCR) for the Bank is a healthy
at 79.9% providing the necessary cushion in the present
economic scenario.

Priority Sector Advances

Our focus on Priority Sector advances is a consequence of
the larger commitment towards developing a sustainable
Financial Inclusion strategy. This strategy aims to create
value across the rural/ semi urban areas directed at micro
enterprises, agriculture and related supply chains and
households. We believe thatthere isa tremendous opportunity
in providing financial access to over 60% of the population,
which is either under-banked or unbanked. Towards this, the
Bank is strategically committed and uniquely positioned to
bank the base of the pyramid in a commercially sustainable
manner. A dedicated vertical has been created in the Bank
called ‘Agriculture & Financial Inclusion’. This is covered later
in this report under a separate section on ‘Agri & Financial
Inclusion’. This vertical is responsible for harnessing the
opportunity from the large network of rural and semi-urban
branches of the Bank. Our Priority Sector Advances are driven
by this business group and consist of pre and post-harvest
credit, crop loans, agri-equipment loans, agri-infrastructure
schemes, livestock besides lending to small, medium and
micro enterprises.

The Bank fully met its Priority Sector Lending Targets for
FY12 and over-achieved crop loan targets for the State of
Maharashtra at ¥30.65 crore as against the target of 327.83
crore.

Priority Sector Advances of the Bank surged from ¥500.19
crore to ¥ 834.03 crore as at March 31, 2012 and formed
43.44% of the Adjusted Net Bank Credit (ANBC) against
the mandated target of 40%. Of this, credit to agriculture
witnessed a robust growth. Total Agriculture Advances of the
Bank recorded a growth of 103% over the previous year and
rose to ¥415.20 crore comprising 21.62% of ANBC as on
March 31, 2011 against a mandated target of 18%.

Outstanding Credit to SC/ ST out of total Priority Sector Credit
is ¥74 crore spread over 1,09,995 accounts. Actual recovery
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in such accounts was ¥11.65 crore, which was 95.00% of
demand.

UPDATE ON VARIOUS AREAS OF OPERATIONS OF
THE BANK

Taking forward the Transformation exercise, which the Bank
had embarked on in 2010, the Bank has made significant
progress in terms of building the organisational capabilities
to deliver a ‘NEW AGE’ bank to its customers, employees and
other stakeholders. The Bank has a well-defined business
strategy, high quality talent and customer-segment focused
product offerings with enhanced credit and operational
processes. During the year, the Bank has covered a significant
distance in its transformation journey and made progress
in various areas of operations. Some of the areas where
considerable work has happened during the year have been:

Business Focus

The Bank has made significant progress on the business front
bringing in specialization in terms of formation of Corporate
and Institutional Banking, Commercial Banking, Retail
Banking, Agriculture & Financial Inclusion and Financial
Markets verticals, yet retaining a ‘Branch centric’ business
organization and delivery model. The Bank has resourced
these verticals with the right talent to significantly grow the
business of the Bank. The activities and developments under
different verticals are discussed as below:

Corporate & Institutional Banking (CIB)

As part of building focus on specific businesses, the Bank
commenced a business vertical focused on coverage of large
corporates, institutions and government/ public bodies.
The CIB team provides complete coverage of select clients
including assets, liabilities, non-fund businesses as also fee
based services. CIB teams with high quality professionals
have been set up in Mumbai, Delhi and Bangalore currently
and these have visibly grown this franchise during the year.
The Bank has acquired several new clients spanning top and
emerging private corporates as well as established public
sector entities.

Commercial Banking

Commercial Banking continued to be one of the critical
business drivers of the Bank’s business. The vertical has
managed to get asset and liability business of its client
segment as well as tapped cross sell opportunities.



With an intention to develop granular portfolio, and with a
specific view to dispense speedier credit to the smaller end
of the spectrum, a dedicated sub-segment called ‘Business
Banking’ was formed during the year, which focused on “pre-
approved product programmes”, whereby regular working
capital/ term loan facilities are sanctioned for companies
upto I35 crore turnover. The Bank has launched many
products to cater to this fast-growing sector.

Retail Banking

Our Retail Banking business, being the face of the Bank, plays
a significant role in meeting the ‘Transformation’ objectives of
the Bank. Most of the initiatives taken in this business were
aimed towards increasing the productivity of the business as
well as developing products and services in line with New Age
banks. The significant ones amongst these are the following-

Branch Banking/ Distribution

e Increase in the branch footprint from 100 to 108 and
increase in ATMs from 33 to 103. This is being increased
further in the current financial year.

* The Bank acquired 39,712 new customer relationships
in this financial year, a growth of 24% over the last year
base. This was achieved by restructuring the branches to
create a new Sales organization that was responsible for
new customer acquisition.

e The Bank branches have now been graded in terms of
potential and co-existence with other business units to
harness best the potential of the branch location and
present to the market a ONE Bank approach. This will
promote cross sales across our business units.

* Insurance business revenue grew by 94% over last year.
We partner with Kotak Life and Bajaj Allianz General
Insurance as distributors for this business. This area will
receive further impetus, going forward.

Customer Service
e Introduction of a Navratna Program aimed at providing
relationship banking to key customers of the Bank.

e Induction of the Branch Customer Service managers
responsible for improving customer experience to the
customers and cross selling.

e Taking valuable feedback from the customers through
monthly meetings conducted at all retail branches.

e Launch of a first stage CRM system that helps the Bank
track customer relationships at the branches. This will
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be further enhanced to capture all customer interactions
shortly.

Electronic Banking

*  Revamping the website of the Bank to modern standards
towards usability and enhanced experience. This website
has been useful for inducting new talent into the Bank,
other than providing information to existing and potential
customers.

e Introduction of Internet Banking with full suite of
services including interfacing with payment gateways.
Our customers can now transact online, view their
accounts, purchase merchandise and services and also
make direct tax and utility payments on the net.

e Introduction of ‘Phone Banking' for better customer
connect. Customers can now call in for any queries that
they may have on their account. An outbound unit has
also been set up for on boarding new customers to the
Bank and taking valuable feedback.

e Launch of Platinum and Classic Debit cards in
association with Visa. These cards are both for domestic
and international use. With this our customers can reach
95,000 ATMs locally and 850,000 ATMs internationally.
In addition they can access 13 million Visa merchants’
establishments worldwide.

*  SMS banking is now live and customers can access their
account by sending a simple SMS to the Bank.

Products

e Introduction of the Ratna range of products that serve the
needs of different segments from a Low Frills account to
the high end Savings Product called Ratna Max Savings.

e The Bank increased the savings account interest rate
to 5.5% post deregulation which helped balances in
Savings grow by 20%.

e Launch of Exceed Business banking offering, a unique
charge structure to our premium current account
customers. This service also offers cash management,
trade and foreign exchange services.

* A 3-in-1 Trading Account was launched in collaboration
with IIFL to offer equity and commodity trading platforms.

Branding

*  During the year the Bank issued new brand guidelines
upgrading the presentation of the brand in the branches,
signages and branch marketing material. The upgraded
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branding makes our Bank brand standout amongst
competition. This has been implemented in new
branches and incrementally across the older branches
of the Bank as well.

e The Bank is also embarking upon a branding strategy
that will aim at rejuvenating the brand and making it
more relevant to the new segments and markets that we
are entering.

Agri & Financial Inclusion

As has been explained earlier, the Bank is strategically
committed to Financial Inclusion and is positioning itself as
a core part of ‘financial ecosystem’ at a village/ community
level to create an economically viable business model. The
Bank believes in including all stakeholders of the rural/ semi-
urban environment to come under a formal banking channel
facilitating the efficient delivery of services. In FY12, the Bank
increased its BC network to 195 and provided direct funding
to around 15,000 low income borrowers in the category of
small and marginal farmers and women micro-entrepreneurs
through its direct micro lending business. This was expanded
to 15 semi-urban and rural branches in FY12. The Bank
also established relationships with high quality microfinance
institutions which enabled thousands of new clients to get
direct access to the Bank where there is presence of the
Bank or its network partners and also indirectly through
other financial services providers who closely work with the
community.

The Bank has also made advances in the area of on-field
technologies deployed at the village level and all transactions
enabled in the villages either through a BC or by Bank staff
are executed through a mobile phone based transaction
platform.

The Bank has adopted a ‘One Bank’ approach in reaching
out to the financially excluded communities utilizing its
strong relationship capital with corporates to increase flow of
credit to the agriculture sector. The Bank rolled out products
for supply chain finance and financing of post-harvest
funding requirements of farmers through various innovative
structures.

Treasury & Financial Markets

The Financial Markets vertical significantly increased its
scale and scope during the last financial year. The core
parts of Treasury viz. Sales, Trading and Asset Liability
Management functions were strengthened with the
induction of experienced professionals. The focus of the
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group continued to be management of liquidity and ALM;
increase of counterparty lines from banks, mutual funds and
insurance companies; effective management of the Cash
and Statutory reserve requirements; deployment of Bank’s
liquidity in high grade securities, and managing the Bank’s
interface with the professional interbank market. The group
also successfully raised liabilities/ resources for the Bank
from an array of banks and financial institutions including
insurance companies and mutual funds. The Bank is also
gradually building a Debt Capital Markets franchise with
strong distribution and structuring capabilities to cater to the
needs of their clients.

The Bank’s Short Term Certificate of Deposits programme
carry the highest credit rating on the short terms rating scale
of [ICRAJAL1+ by ICRA Limited reflecting a very strong degree
of safety and lowest credit risk.

Fixed Income & Money Market

As the Bank’s business base increased significantly during
the year, the trading and investment portfolios have also been
ramped up balancing the objectives of credit quality, liquidity,
risk and yield optimization. The Bank’s Net Investments
have increased from ¥892.48 crore as on March 31, 2011
t0 ¥2,333.83 crore as on March 31, 2012. During the same
period the Government securities portfolio has increased
from ¥504.48 crore to ¥1,430.80 crore, and the Non-SLR
securities portfolio has increased from ¥388.00 crore to
3903.03 crore.

The Bank has strengthened its Treasury back-office functions
and invested in the setting up of a mid-office group, essential
to ramp up growth and increase the sophistication of the
Bank’s Treasury business.

Foreign Exchange

Consequent to obtaining its Authorised Dealer (Category 1)
license from the Reserve Bank of India, the Bank commenced
its Forex business during the financial year both in the
interbank and the merchant areas. Seasoned professionals
with strong domain expertise have been hired to build up
necessary infrastructure, systems and processes enabling
roll out of foreign exchange business. The Bank expects to
significantly increase its Forex business in the coming years.



BANKING OPERATIONS
Risk Management Strategy

The Bank’s risk management strategy is based on a clear
understanding of various risks, disciplined risk assessment
and measurement procedures and continuous monitoring.

Risk is managed through a framework of policies approved
by Board of Directors and supported by an independent
risk function that ensures that the Bank operates within its
risk parameters. The risk management function attempts
to anticipate vulnerabilities at the transaction level or at
the portfolio level, as appropriate, through quantitative
and qualitative examination of the embedded risks. The
Bank continues to focus on refining and improving its risk
measurement systems not only to ensure compliance with
regulatory requirements, but also to ensure better risk
adjusted return and optimal capital utilization keeping in view
the business objectives.

The Bank has introduced effective risk management by
separating business and risk management functions. During
the year, the credit policies of the Bank have been revised;
documentation made more risk robust; credit administration
processes have been redesigned and specialization of risk
function has been brought. The reporting and information
system have been strengthened to provide meaningful and
timely information to control individual and portfolio level
risks. Greater focus is being provided to special-mention
accounts and credit recoveries which has already shown
results in the form of increased recoveries and reduced NPAs.

Risk Management Structure

The Board of Directors at the apex level sets the overall
risk appetite and philosophy for the Bank. The Bank’s risk
management processes are guided by well-defined policies
appropriate for various risk categories viz. credit risk, market
risk, operational risk and liquidity risk.

The Risk Management Committee (RMC), which is sub-
committee of the Board prescribes risk management policies,
processes, systems and monitors entire gamut of risks faced
by the Bank. It is supported by Asset Liability Management
Committee (ALCO), Management Credit Committee (MCC)
and Operational Risk Management Committee (ORMC). ALCO
is responsible for managing the Liquidity Risk, Interest Rate
Risk, Currency Risk, Funding policy, Pricing of deposits and
advances. MCC is responsible for Credit approvals, Credit
Risk, Concentration Risk, Implementation of credit policy and
framework and ORMC takes care of Operational and Internal
Control Risk.
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Risk Management Policy

Risk Management Policy of the Bank provides a summary
of Bank’s principles regarding risk taking and risk
management. The principles are based on best practices.
The Bank has developed an elaborate risk strategy in terms
of policy guidelines, for managing and monitoring various
risks. In order to provide ready reference and guidance
to various functionaries dealing with risk management
function, the Bank has in place Asset Liability Management
Policy, Commercial Credit Policy, Investment Policy, Equity
Investment Policy, Recovery Policy, Stress Testing Policy, KYC
and AML Policy, Risk Based Internal Audit Policy, etc. duly
approved by the Board.

Risk Management: Implementation and Monitoring
System

The identification, measurement, mitigation and monitoring
of potential risks in all activities and products is done through
detailed analysis and vetting the same by operational
level risk committees and task forces. Portfolio level risk is
assessed with the help various portfolio analysis reports on
credit, market, liquidity and interest rate risk and also risk
profiling on the basis of parameters prescribed by RBI. The
same are reviewed by Board/ RMCB/ risk committees/ senior
management on an ongoing basis.

Bank’s Compliance with New Capital Adequacy
Framework (NCAF) i.e. Basel Il

The Bank has implemented Basel Il Guidelines with effect
from March 31, 2009. The Bank is following Standardized
Approach for Credit Risk, Standardized Duration Approach
for Market Risk and Basic Indicator Approach for Operational
Risk while computing Capital Adequacy Ratio (CAR). The Bank
computes CAR on parallel basis under Basel | and Basel Il as
per the RBI guidelines.

The Bank is implementing an Internal Credit Rating System
which will be equipped to provide data on ‘migration of rating’,
‘calculation of PD & LGD’ etc. so as to facilitate a smooth
transition to Internal Rating Based Approach (IRBA) for credit
risk evaluation.

In compliance with Pillar Il guidelines under Basel Il norms,
the Bank has formulated ‘Policy on Internal Capital Adequacy
Assessment Process (ICAAP)'. The policy defines the process
to assess internal capital in relation to various risks the Bank
is exposed to. The Bank prepares ICAAP Document which
includes capital adequacy assessment and projections of
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capital requirement for the ensuing years, along with the
plans and strategies for meeting the capital requirement.

The Bank has adhered to disclosure norms as stipulated in
the guidelines of RBI to meet Pillar Il requirements of Basel
Il norms. The Bank has framed ‘Disclosure Policy’ and has
adhered to the policy guidelines.

The Bank views the implementation of Basel Il norms as
strategic, forward looking process to adopt the best practices
in risk management with a focus on creating value.

Operations and Technology

The Bank has operationalized its first ‘National Operating
Centre’ (NOC) at Mumbai to centralize back-end operations
across the Bank. Additionally, all foreign exchange Trade
Finance operations have been centralized. The Bank has
created a Hub & Spokes model for Wholesale Operations.
The Bank is in the process of introducing robust Standard
Operating Procedures to maintain impeccable client service
standards and competitive Turn Around Time (TAT’s).

The Bank is also in the process of upgrading its Core Banking
System (CBS) to Finacle, a platform from Infosys, which holds
a leadership position in the market. We are one of the first few
banks to implement the latest version of this package. This
system will enable the Bank to have a 360 degree view of the
customer relationships improving customer experience and
loyalty. This will also help the Bank to launch new products
and services and reduce operational costs by increasing
productivity. The new CBS is expected to go live by end of
third quarter of FY 2012-13.

In addition, the technology infrastructure has been enhanced
to ensure high level of security. We have also invested in
upgrading our communications network to reduce downtime
of branch services.

Internal Audit and Controls

The Bank has Internal Audit and Vigilance Department
and Compliance which are responsible for independently
evaluating the adequacy of all internal controls and ensuring
operating and business units adhere to internal processes and
procedures as well as to regulatory and legal requirements. To
ensure independence, the audit department directly reports
to the Bank’s Audit Committee of the Board. To mitigate
operational risks, the Bank has put in place extensive internal
controls including restricted access to the Bank’s computer
systems, appropriate segregation of front and back office
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operations and strong audit trails. The Audit Committee of
the Board also reviews the performance of the audit and
compliance functions and reviews the effectiveness of controls
and compliance with regulatory guidelines. In addition, in line
with the Reserve Bank of India guidelines, the Bank follows a
Risk Based Internal Audit approach, wherein each branch is
risk-assessed, basis which frequency of audit is determined
and audited. The methodology, the risk assessment matrices
and the overall audit plan is reviewed and approved by the
Audit committee of the Bank. Certain activities of the Bank
also get covered under the system of concurrent audit. As
part of internal audit, the Bank also conducts Revenue
Audits, short/ surprise inspection, Information Security Audit.
The results of these inspections/ audits are also reviewed by
the Audit Committee of Board.

The Vigilance department of the Bank, which reports to Chief
Vigilance Officer, is actively involved in preventive measures,
which are essential for avoiding recurrence of frauds in the
Bank. In addition, while every loss does not necessarily
become the subject of vigilance, willful negligence and/ or
reckless decisions that lead to potential or otherwise damage
to the Bank, are handled by Vigilance.

Customer Service

Customer-centricity has been an inherent strength of the
Bank and the Bank assigns paramount importance to this
aspect in all its dealings, products and service offerings. In
order to continuously enhance service standards, several
initiatives are being undertaken by the Bank. There are
Customer Service Committees at various levels in the Bank
that play a significant role in driving the service culture of the
Bank effectively.

Feedback from customers is accorded highest priority and
reviewed periodically by the Customer Service Standing
Committee of the Bank. The recommendations of the
Customer Service Standing Committee are deliberated upon
by the Customer Service Committee of the Bank’s Board.

The Bank follows a rigorous grievance redressal process that
is well encapsulated in its Grievance Redressal Policy. The
Bank enjoys a healthy record of complaint management.

The Bank is also a member of the Banking Codes and
Standards Board of India (BCSBI) and has been actively
participating in all the initiatives of BCSBI including customer
education workshops and seminars.



Know Your Customer (KYC)/ Anti-Money Laundering
(AML) Measures

The Bank complies with the KYC/ AML guidelines of the RBI
and towards that end has significantly enhanced its KYC/
AML policy in July 2011 with the approval of the Board.
This was to ensure better client acquisition and monitoring
of risks to insulate the Bank from fraudulent activities in the
market place. In addition, the Bank reviewed all its existing
and newly acquired accounts against this new policy. This led
to corrective action being taken in a proactive manner. The
Policy is in accordance with the PMLA 2002 (Prevention of
Money Laundering Act, 2002) and RBI/ IBA (Reserve Bank
of India/ Indian Banks’ Association) guidelines. Accordingly,
various regulatory reporting requirements as set out by the
Financial Intelligence Unit of the Government of India are
complied with by the Bank. The Bank has a robust transaction
monitoring process in place that is implemented under an
adequately staffed KYC AML team. Further, the Bank’s staff
is being imparted training on KYC/ AML aspects on a regular
basis. Senior level executives of the Bank also attend periodic
workshops/ seminars organized by Financial Intelligence
Unit (FIU), RBI, IBA and NIBM (National Institute of Bank
Management) to enhance their awareness in these aspects.

Human Resources

The Bank realises that it is the development of the employees
which initiates any real and successful transformation in an
organization. This, simply put, is adding new capabilities
and developing competencies across the board in order to
support the Bank’s strategy to become a New Age Bank.
Accordingly, PARIVARTAN, an employee development initiative
aimed at engaging employees and building capabilities at
every level was launched. Employees are regularly updated
with the current business and organizational realities and
they undergo several Transformational Training and Product
Training initiatives. The Bank has successfully conducted
more than 1500 man days of training. The Bank has also
revived its in-house magazine, Ratnakar Vartapatra. It is
getting published periodically and keeps all employees posted
on the progress being made by the Bank as well as conveys
the priorities of the Bank. The Bank has also implemented
a Human Resource Information System (HRIS) this year for
better management of human resources.

The Bank’s employee base increased from 907 as of March
31, 2011 to 1,328 as of March 31, 2012. Addition of over
400 employees reflects the growth objectives of the Bank
and the Bank’s climb towards becoming an employer of
choice. Employees in the Bank are attracted towards growth
and learning opportunities.
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Employees Stock Option Plan (ESOP)

The underlying philosophy of Ratnakar Bank Employee
Stock Option Plan ESOP 2010 is to enable the present
and future employees to share the value that they help to
create for the Bank over a period of time. Joining ESOP’s
are granted based on the primacy of the role to the Bank as
well as experience, domain knowledge, current ability, future
potential and expertise of the candidate. Performance ESOPs
are given after periodic evaluation of the employee against
individual and overall performance of the Bank during the
review period. The scheme has helped your Bank to attract
high quality talent and make new hires a true partner in the
growth of the Bank and simultaneously inculcates a sense of
belonging/ ownership among the senior management team.
The Plan has been designed and implemented in such a way
that an equity component in the compensation goes a long
way in aligning the objectives of an individual with those of
the Bank. During the year, the ESOP was broad based to
include long serving employees of the Bank to make them
partners in the growth of the Bank.

More details of the ESOP are given in the notes to accounts in
the attached financial statements.

DIRECTORS

In order to reflect the transforming profile of the Bank, Mr.
Jairaj Purandare and Mr. P Sudhir Rao were appointed as
Additional Directors on the Board of Bank.

Mr. Jairaj Purandare has been appointed on the Board of the
Bank as Additional Director with effect from September 16,
2011. Mr. Purandare, a Chartered Accountant by qualification
and ex-Regional Managing Partner PricewaterhouseCoopers
Private Limited is a leading regulatory and tax advisor in the
country. He was previously Chairman of Ernst & Young (E&Y)
in India. Prior to joining E&Y, he was the Country Head of
the Tax & Regulatory practice of Arthur Anderson India. He
has extensive experience in Foreign Investment Consulting/
Establishment of Joint Ventures, International Tax, Transfer
Pricing and Mergers & Acquisitions. He has significant
expertise in advising clients on various issues in the Financial
Services, Power and Media Industries. He advises clients on
investment proposal to regulatory authorities including the
Foreign Investment Promotion Board, Ministry of Finance and
Reserve Bank of India.

Mr. P. Sudhir Rao, has been appointed as Additional Director
on the Board with effect from January 30, 2012. Mr. Rao,
a Chartered Accountant (India) and Chartered Management
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Accountant (London), is promoter of IndusAge Advisors,
offering comprehensive target industry research, corporate
finance including private placement of debt and equity,
funding strategic alliances and joint ventures, corporate
structuring, business valuation services and formulating
strategies. He is currently associated with over 25 companies
in India, nurturing early/ growth stage enterprises and
assisting listed entities in the areas of Strategic direction,
Business Research and Revenue Management, Performance
and Capital Management and Stakeholder Relations as also
providing India-entry services. He is also Founder Director
of Karvy Investor Services Ltd. that is involved in providing
Investor Services.

As Additional Director and as per provisions of Section 260
of the Companies Act, 1956 Mr. Purandare and Mr. Rao
will hold office as a Director up to date of ensuing Annual
General Meeting. The Bank has received Notice pursuant to
provisions of Section 257 of the Companies Act, 1956 from
members, signifying their intention to propose Mr. Purandare
and Mr. Rao for appointment as a Director.

During the year w.e.f. October 11, 2011, Mr. Subrata Das was
appointed as RBI Additional Directors on the Board of Bank by
Reserve Bank of India in place of Mr. Murali Radhakrishnan
and Mr. T. B. Satyanarayan who were appointed as RBI
Additional Directors on the Board of Bank in the month of
February 2009. Accordingly, Mr. Murali Radhakrishan and
Mr. T. B. Satyanarayan ceased to be the directors of the
Bank. The Board would like to place on record its sincere
appreciation for the valuable contribution made by Mr. Murali
Radhakrishan and Mr. T. B. Satyanarayan.

Mr. S. N. Minche completed continuous eight years as Director
on the Board of the Bank as on June 20, 2012. In accordance
with provisions of Banking Regulation Act, 1949 he was due
to retire and thus, retired as Director on the Board of the Bank
w.e.f June 21, 2012. The Board would like to place on record
its sincere appreciation for the valuable contribution made
by Mr. S. N. Minche during his tenure as Director of the Bank.

In accordance with the provisions of the Companies Act, 1956
and the Articles of Association of the Bank, Mr. B. D. Arwade
and Mr. G. V. Godbole would retire by rotation and being
eligible, offer themselves for reappointment at the AGM.

The Board of Directors recommends appointment/
reappointment of all the above Directors at the ensuing AGM.
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CORPORATE GOVERNANCE
Philosophy

The Bank’s philosophy on corporate governance is aimed at
supporting the top management of the Bank in the efficient
conduct of its business and meeting its obligations towards
its stakeholders. The Bank is committed to transparent and
merit-based organisation and ensures fairness transparency
and responsiveness in all transactions.

Board of Directors

i.  Constitution

The Board of Directors is constituted in accordance with
the provisions of the Companies Act, 1956, Banking
Regulation Act, 1949 and Articles of Association of
the Bank. The Board consists of eminent persons with
considerable professional expertise in banking, finance,
agriculture and other related fields. Their eminence,
experience and professional credentials lends itself
to our Board being independent, professional and
participative in the strategy formulation and direction
setting for the Bank thus adding value to its growth
objectives.

The Board is comprised of eight non-executive directors,
one director appointed as Additional Director by Reserve
Bank of India (RBI) and one Executive Director (i.e.
Managing Director & Chief Executive Officer).

The names of directors as of March 31, 2012 and their
attendance during the review year at Board/ Committee
are given under the heading of Attendance of Directors.

ii. Committee of Directors:

The Board functions either as a full Board or through
various committees to oversee specific operational
areas. The Board has constituted eleven Committees
of Directors to take decisions or advise the Board on
certain operational areas in the best interests of the
Bank. These committees monitor activities falling within
their term of reference. The details of these committees
and the list of current members are given below:
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Sr. No.

Committee

Members

Audit Committee (ACB)

Mr. Vimal Bhandari Chairman - C. C.

Mr. Jairaj Purandare - (Alternate Chairman)

Mr. S. G. Kutte

Mr. B. D. Arwade

Mr. K. J. Patil

Mr. Subrata Das

Share Transfer & Allotment Committee (ST & A C)

Mr. S. G. Kutte - C. C.

Mr. Vishwavir Ahuja

Mr. Girish Godbole

Mr. B. D. Arwade

Board Investment Committee (BIC)

Mr. Kiran Patil - C. C.

Mr. Narayan Ramachandran

Mr. Vishwavir Ahuja

Mr. P. Sudhir Rao

Anti-fraud Committee (AFC)

Mr. Girish Godbole - C. C.

Mr. Vishwavir Ahuja

Mr. K. J. Patil

Mr. S. G. Kutte

Customer Service Committee (CSC)

Mr. B. D. Arwade - C. C.

Mr. Vishwavir Ahuja

Mr. S. G. Kutte

Mr. Girish Godbole

Nomination Committee (NC)

Mr. Narayan Ramachandran - C. C.

Mr. Vishwavir Ahuja

Mr. S. G. Kutte

Mr. B. D. Arwade

Mr. P. Sudhir Rao

Shareholder’s Redressal Committee (SRC)

Mr. Vishwavir Ahuja

Mr. Narayan Ramachandran

Mr. Girish Godbole

Mr. Jairaj Purandare

Risk Management Committee (RMC)

Mr. Vishwavir Ahuja - C. C.

Mr. Vimal Bhandari

Mr. K. J. Patil

Mr. Narayan Ramachandran

Mr. P. Sudhir Rao

Board Credit Committee (BCC)

Mr. Jairaj Purandare - C. C.

Mr. Vishwavir Ahuja

Mr. S. G. Kutte

Mr. K. J. Patil

Mr. Vimal Bhandari

10

Human Resource & Remuneration Committee (HR & RC)

Mr. Sudhir Rao - C. C.

Mr. S. G. Kutte

Mr. Vishwavir Ahuja

Mr. Vimal Bhandari

Mr. Jairaj Purandare

11

Capital Raising Committee (CRC)

Mr. Narayan Ramachandran - C. C.

Mr. Vishwavir Ahuja

Mr. S. G. Kutte

Mr. Sudhir Rao

C. C.: Committee Chairman

69" Annual Report 2011 - 2012

| 35



Katnakar Kank &3

iii. Meetings of Board of directors and its committees and dates of the meetings:

Sr. No. | Forums | Dates Total
1 BOD June 03, 2011, July 20, 2011, September 16, 2011, October 24, 2011, December 16, 2011, | 7
January 30, 2012, March 09, 2012
2 ACB June 03, 2011, July 20, 2011, September 15, 2011, October 22, 2011, December 16, 2011, | 7
January 30, 2012, March 09, 2012
3 ST & AC | June 03, 2011, July 20, 2011, October 24, 2011, December 16, 2011, January 30, 2012, | 6
March 09, 2012
4 BIC June 03, 2011, July 20, 2011, October 24, 2011, January 30, 2012 4
5 AFC March 09, 2012 1
6 CSC June 03, 2011, September 16, 2011, October 24, 2011, March 09, 2012 4
7 NC June 03, 2011, July 20, 2011, September 16, 2011 3
8 RMC June 03, 2011, July 20, 2011, September 16, 2011, December 16, 2011, January 30, 2012, | 6
March 09, 2012
9 BCC July 20, 2011, March 09, 2012 2
10 HR & RC | June 03, 2011, July 20, 2011, September 15, 2011, October 22, 2011, December 16, 2011, | 8
January 30, 2012, March 09, 2012, March 26, 2012
iv. Details of attendance of the Directors at the meetings of the Board and its Committees
Sr. No. Name of Director Category of B|A| ST |B|A|C| N | R |B| HR A No. of Other
Director olC| & |[I|F|S|C|M|C|&RC| G Directorships
D/B|AC |[C|C|C c|cC M
1 Mr. S. G. Kutte Chairman 7|7 6 111143 |1]2 8 Y | None
2 Mr. Vishwavir Ahuja MD & CEO 7 6 411|14| 3|62 8 Y | None
3 Mr. B. D. Arwade Ind.Non-Exec. 6|6 5 3|3 Y | None
4 Mr. S. N. Minche Ind.Non-Exec. 7 1 Y | None
5 Mr. K. J. Patil Ind.Non-Exec. 5|5 111]1 4 |1 Y |4
6 Mr. G. V. Godbole Ind.Non-Exec. 7 5 4 Y |2
7 Mr. Narayan Ramachandran Ind.Non-Exec. 7 3 2|6 Y |10
8 Mr. Vimal Bhandari Ind.Non-Exec. 5|7 3|2 8 Y |10
9 Mr. Jairaj Purandare# Ind.Non-Exec. 4 4 N.A | None
10 Mr. P. Sudhir Rao@ Ind.Non-Exec. 1 N.A | 11
11 Mr. M. Radhakrishnan * RBI Nominee 2 None
12 Mr. T.B. Satyanarayan * RBI Nominee 1 N None
13 Mr. Subrata Das % RBI Nominee 3 N.A | None

#Mr. Jairaj Purandare was appointed as Additional Director with effect from September 16, 2011

@Mr. P. Sudhir Rao was appointed as Additional Director with effect from January 30, 2012.

* Mr. Murali Radhakrishnan and Mr. T. B. Satyanarayan ceased to be Director with effect from October 11, 2011
%Mr. Subrata Das was appointed as Additional Director by Reserve Bank of India with effect from October 11, 2011.
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CORPORATE SOCIAL RESPONSIBILITY

The Bank strives to proactively encourage community
growth and development thereby contributing in building a
sustainable future.

The Bank has supported Concern India Foundation (a
registered, non-profit, public charitable trust working towards
the objective of ‘Helping People Help Themselves’), as part
of its fund raising initiatives by participating in the Corporate
Challenge in Standard Chartered Mumbai Marathon (SCMM)
2012. Ratnakar Bank had registered team members and
contributed on behalf of the team towards this cause
promoted by Concern India Foundation.

The Bank supports Psychoanalytic Therapy & Research
Centre (PTRC), a public charitable trust that does some very
unique and good work in the area of supporting emotionally
disturbed children and adults. This organization is making an
impact in the field of mental health, endeavouring to provide
care as well as training.

The Bank has started an initiative on Gender Diversity at
workplace. It is an important initiative driven by the Gender
Diversity Committee of the Bank and has been first piloted in
Mumbai as well as Kolhapur. It is conducted by an external
agency named Sakhya along with many other employees of the
Bank. The mission of Sakhya is to establish gender equality
and justice in society. They work on women empowerment
and self-reliance in order to bring changes in society to make
it a more favourable work place for women.

The Bank has also introduced a program named “Payroll
Giving” under which an employee by giving a small amount
with each pay cheque and contributes towards the betterment
of the community depending upon their capacity.

The Bank also provided financial aid to various organization
and individuals working in the field of social, religious, medical
and sports activities.

Disclosures

The Bank has not entered into any materially significant
transactions, which could have a potential conflict of interest
with the Bank, with its promoters, directors, management or
relatives etc., other than the transactions entered into normal
course of business.

Katnakar Kank &3
STATUTORY DISCLOSURE

Particulars of employees

As required by the provisions of Section 217(2A) of the
Companies Act, 1956 and rules framed thereunder the
names and other particulars of the employees are set out in
the Annexure to the Directors’ Report.

Conservation of energy and technology absorption

The particulars to be disclosed under Section 217 of the
Companies Act, 1956 relating to conservation of energy and
technology absorption are not applicable to the Bank. The
Bank uses information technology in its operations and is
making significant investment in this area.

Directors’ Responsibility Statement

The Board of Directors hereby declares and confirms that:

i.  Theapplicable accounting standards have been followed
in the preparation of the annual accounts and there
have been no material departures;

ii. Accounting policies have been selected, and applied
consistently and reasonably, and prudent judgements
and estimates have been made so as to give a true and
fair view of the state of affairs of the Bank and of the
Profit and Loss of the Bank for the financial year ended
March 31, 2012;

ii. Proper and sufficient care has been taken for the
maintenance of adequate accounting records, in
accordance with the provision of the Companies
(Amendment) Act, 2000, for safeguarding the assets
of the Bank and for preventing and detecting fraud and
other irregularities;

iv. The annual accounts have been prepared on a going
concern basis
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Comments on the Auditors’ Report

There are no observations/ qualifications in the Auditors’
report.

Auditors

The auditors, M/s. P. G. Bhagwat, Chartered Accountants,
will retire at the ensuing Annual General Meeting (AGM).
They had been statutory auditors of the Bank for the last four
years, which is the maximum term of appointment of auditors
permitted by RBI. As recommended by the Audit Committee,
the Board has proposed the appointment of M/s. S. R. Batliboi
& Co. (Registration no. 301003E), Chartered Accountants as
statutory auditors for FY 2012-13.

M/s. S. R. Batliboi & Co. has confirmed that their appointment,
if made, will be in compliance with provisions of Sections 224
and 226 of the Companies Act, 1956. The Board places on
record their sincere appreciation of the professional services
rendered by M/s P.G. Bhagwat, as Statutory Auditors of the
Bank and request the members to consider the appointment
of M/s. S. R. Batliboi & Co. as Statutory Auditors of the Bank
as mentioned above.

Prospects

The Directors expect a sustained level of growth of business
of the Bank in the coming year while the Bank continues with
various transformation initiatives through the year.

Acknowledgment

The Board is also grateful to the Government of India, RBI,
IBA, other regulatory authorities, rating agency, financial
institutions, banks and correspondents in India and abroad
for their valuable and unflinching support as well as co-
operation and guidance to the Bank from time to time.

The shareholders of the Bank have been Key Partners in
progress. The Board of Directors appreciates their support
and is grateful for their support and confidence that they
have placed in the Board of Directors and management of
the Bank.

The Bank’s customers have always supported the Bank in all
its endeavours. The Bank would like to take this opportunity
to express sincere thanks to its valued clients and customers
for their continued patronage in a year when the Bank has
seen a substantial transformation.
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The Bank has taken in the recent years a number of initiatives
on the technology and business fronts. Successful translation
of these initiatives into business and earnings growth
has been primarily due to the staff of the Bank, which has
embraced the philosophy of change to help the Bank emerge
as a modern and customer-centric bank. We are grateful to
our people for their continued commitment and dedication
towards the Bank. The Board appreciates the healthy
relationship with the Officer's Association and Employee
Union, which has facilitated in the growth and development
of Bank and has created a positive environment in the Bank.

For and on behalf of the Board

S. G. Kutte
Chairman

Place: Mumbai
Date: July 25, 2012
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Annexure
Statement pursuant to Section 217 (2A) of the Companies Act, 1956 (forming part of the Directors Report)
Name, Qualification | Designation Date of Remuneration | Experience Last
and Age (in years) Commencement Received (in Years) Employment
of Employment
Vishwavir Ahuja, Managing Director & CEO June 30, 2010 74,19,225 30 Bank of America
Bcom, MBA, MS
(USA) (52)*
Rajeev Ahuja, Bcom, | Head Financial Markets & June 1, 2010 81,86,107 26 Citigroup, India
MBA (48) Strategy
Sunil Gulati, B.Tech, | Chief Risk Officer October 04, 2010 70,34,040 28 Yes Bank Ltd.
PGDM (51)
Joginder Singh Rana, | Chief Operations Officer February 01, 2012 13,17,722 22 Citigroup, India
C.A., ICWA, CS, CFE
(USA) (46)*

+ Nature of employment contractual, other employees are in the permanent employment of the Bank, governed by its rules
and conditions of service.
* Indicates employed for part of the year.

Notes:

1. Remuneration as above includes salary, taxable allowances, LTA, Value of perquisites as per the Income-Tax Rules, 1962
and Company’s Contribution to Provident Fund, Superannuation Fund.

2. None of the employees mentioned above are related to any Director of the Bank.

For and on behalf of the Board

S. G. Kutte
Chairman

Place: Mumbai
Date: July 25, 2012
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AUDITORS’ REPORT TO THE MEMBERS Katnakar Kank B3

1. We have audited the annexed Balance Sheet, of THE RATNAKAR BANK LTD. as at March 31, 2012 and the Profit & Loss
Account for the year ended on that date and the Cash Flow Statement annexed thereto for the year ended on that date in
which are incorporated the returns of 25 branches (including treasury and service branch) audited by us and 77 branches
audited by the other auditors. The Balance Sheet and Profit & Loss Account have been drawn up in accordance with the
provision of Section 29 of the Banking Regulation Act, 1949 read with Section 211 of the Companies Act, 1956. The
financial statements are the responsibility of the Bank’s Management. Our responsibility is to express an opinion on the
financial statements based on our audit.

2. We conducted our audit in accordance with the auditing standards generally accepted in India. These standards require
that we plan and perform the audit to obtain reasonable assurance about whether the financial statements are free of
material misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and disclosure in
the financial statement. An audit also includes assessing the accounting principles used and significant estimate made
by management, as well as evaluating the overall financial statement presentation. We believe that our audit provides a
reasonable basis for our opinion.

3.  We report that,

a) We have obtained all the information and explanation, which to the best of our knowledge and belief were necessary
for the purpose of our audit and have found them to be satisfactory.

b) The transactions of the Bank, which have come to our notice, have been carried out within the powers of the Bank.

¢) Inour opinion, the Balance Sheet, Profit and Loss account and Cash Flow Statement, dealt with by this report are in
compliance with the Accounting Standards referred to in Section 211 (3C) of the Companies Act, 1956, in so far as
they apply to the Bank.

d) In our opinion, proper books of accounts as required by law, have been kept by the Bank so far as appears from our
examination of those books. The returns received from the branches of the Bank have been found adequate for the
purpose of audit.

e) The Bank’s Balance Sheet, Profit & Loss account dealt with by this report are in agreement with the books of accounts
and the returns.

f)  On the basis of written representations received from the Directors, as on 31 March, 2012, and taken on record
by the Board of Directors, we report that none of the Directors of the Bank is disqualified as on 31 March, 2012
from being appointed as a Director of the Company in terms of clause (g) of Sub section (1) of Section 274 of the
Companies Act, 1956.

g) In our opinion and to the best of our information and according to the explanations given to us, the said accounts
together with the notes thereon give the information required by the Companies Act, 1956 in the manner so required
for Banking companies and give a true and fair view in conformity with the accounting principles generally accepted
in India:

i) Inthe case of Balance Sheet of the state of affairs of the Bank as at March 31, 2012;
i) Inthe case of Profit & Loss Account of the profit for the year ended on that date; and
iii) In case of Cash Flow Statement, of the cash flow for the year ended on that date.
For M/s. P.G. BHAGWAT
Chartered Accountants
Firm Regn. No. 101118W
Place: Pune Nikhil M. Shevade
Date: June 20, 2012 M. No. 217379 Partner
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BALANCE SHEET AS ON 31 MARCH, 2012 Katnakar Rank &3
R in 000’s)
CAPITAL & LIABILITIES SCHEDULE NO. 31-Mar-12 31-Mar-11
Capital 1 214,94 ,74 214 ,94 |74
Reserves & Surplus (P&L) 2 928 ,24 ,71 870,03 ,21
Deposits 3 4739 ,32,99 2042 ,15 ,68
Borrowings 4 1198 ,55,17 7,69 ,17
Other Liabilities and Provisions 5 124 ,24 ,89 94,85 ,95
TOTAL 7205 ,32,50 3229 ,68,75
ASSETS
Cash and Balances with Reserve Bank of India 6 263,30 ,28 164 ,17 ,33
Balances with Banks and Money at Call
and Short Notice 7 322 ,81,60 186,01 ,14
Investments 8 2333 ,83 ,47 892,48 ,36
Advances 9 4132 ,26 ,94 1905 ,16,73
Fixed Assets 10 58,89 ,51 43,39,78
Other Assets 11 94 ,20,70 38,45 ,41
TOTAL 7205 ,32,50 3229 ,68,75
Contingent Liabilities 12 574,90 ,33 105,51 ,15
Bills for Collection 16 ,86 ,39 1,37 ,46
Significant Accounting Policies 17
Notes To Accounts 18

The Schedules referred to above form an integral part of the Balance Sheet

As per our report of even date
For M/s. P. G. Bhagwat
Chartered Accountants

Firm Regn. No. 101118W

Nikhil M. Shevade
M. No. 217379 Partner

Place : Pune
Date : June 20, 2012

Subhash Kutte

Chairman

B. D. Arwade
Director

Naresh Karia

Chief Financial Officer

Vishwavir Ahuja
Managing Director & CEO

Jairaj Purandare

Director

Virta Jain

Company Secretary
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PROFIT & LOSS ACCOUNT FOR THE YEAR ENDED 31 MARCH, 2012
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(X in 000’s)
SR. PARTICULARS SCHEDULE NO. 31-Mar-12 31-Mar-11
I INCOME
Interest Earned 13 465,08 ,35 189,18 ,82
Other Income 14 67,13 ,27 18,57 ,94
TOTAL 532,21,62 207,76 ,76
Il EXPENDITURE
Interest Expended 15 278 ,29 ,12 94,03 ,24
Operating Expenses 16 139,09 ,67 94 47,75
Provisions and Contingencies 49,09 ,90 6,93 ,14
TOTAL 466 ,48 ,69 195,44 13
Il PROFIT/ LOSS
Net Profit /( Loss) for the year 65,72 ,93 12,32 ,63
Profit Brought forward 39,87 22,06
TOTAL 66,12 ,80 12 54,69
IV APPROPRIATIONS
Transfer to Statutory Reserve 16 ,50,00 3,10,00
Transfer to Capital Reserve 1,44 ,09 -
Transfer to Revenue and Other Reserves 40,50 ,00 3,50,00
Transfer to Investment Reserve 15,03 53,53
Proposed Dividend 6,44 ,84 4,29 ,89
Tax on Dividend 1,02,95 71,40
Balance carried over to Balance Sheet 5,89 39,87
TOTAL 66,12 ,80 12,54 ,69
EPS Basic () 3.06 0.96
EPS Diluted () 3.04 0.95
Significant Accounting Policies 17
Notes To Accounts 18

The Schedules referred to above form an integral part of the Profit and Loss Account

As per our report of even date Subhash Kutte
For M/s. P. G. Bhagwat Chairman
Chartered Accountants

Vishwavir Ahuja
Managing Director & CEO

Firm Regn. No. 101118W B. D. Arwade Jairaj Purandare
Director Director

Nikhil M. Shevade

M. No. 217379 Partner Naresh Karia Virta Jain

Chief Financial Officer Company Secretary

Place : Pune
Date : June 20, 2012
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CASH FLOW STATEMENT FOR THE YEAR ENDED 31 MARCH, 2012

Katnakar Kank &3

(X in 000Q’s)

SR. PARTICULARS 2011-12 201011
| Cash Flow from Operating Activities

Net Profit for the Year (before taxes) 96 ,16 ,38 18 ,95,13

Adjustments for:-

Add : Loss / (Profit) on Sale of Fixed Assets (Net) (2,09,83) (1,51)

Depreciation 7,78 ,87 1,53,39

Cash Flow before Changes in Working Capital 101,85 ,42 20,47 ,01

Adjustments for working capital changes:-

Deposits 2697 ,17 ,31 457 12,01

Borrowings 1190 ,86 ,00 3,86,08

Other Liabilities and Provisions 29,38 ,94 (49,04 ,45)

Deposits placed having original maturity

greater than 3 months 83,41 ,49 7,95 ,54

Investments (1441 ,35,11) (385,26 ,60)

Advances (2227 ,10 ,22) (734,72 ,36)

Other Assets (47 ,02 ,26) (14,98 ,10)

Direct Taxes paid (39,16 ,47) 246,19,68 19,46 (714,88 ,42)

Cash generated from Operating Activities 348,05,10 (69, 44, 141)
Il Cash Flow from Investing Activities

Addition to Other Fixed Assets (23,41 ,32) (14,97 ,31)

Additional Expenses on Capital Work in Progress (81,90) (9,54 ,31)

Sale of Other Fixed Assets 3,00 ,82 1,28,09

Cash generated from Investing Activities (21,22 ,40) (23,23 ,53)
Il Cash Flow from Financing Activities

Proceeds of share issue - 724,72 ,28

Proposed Dividend (6 ,44 ,84) (4,29 ,89)

Tax on proposed dividend (1,02 ,95) (71 ,40)

Cash generated from financing Activities (7 ,47 ,79) 719,70 ,99
IV Increase/ Decrease during the Year 319,34 91 2,06 ,05
V  Opening Cash and Cash Equivalents 255,17 ,46 253,11 ,41
VI Closing Cash and Cash Equivalents 574 ,52 ,37 255,17 ,46
As per our report of even date Subhash Kutte Vishwavir Ahuja
For M/s. P. G. Bhagwat Chairman Managing Director & CEO
Chartered Accountants
Firm Regn. No. 101118W B. D. Arwade Jairaj Purandare

Director Director

Nikhil M. Shevade
M. No. 217379 Partner Naresh Karia Virta Jain

Place : Pune
Date : June 20, 2012

Chief Financial Officer

Company Secretary
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SCHEDULES FORMING PART OF FINANCIAL STATEMENT FOR THE YEAR ENDING 31 MARCH, 2012
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SCHEDULE 1 - CAPITAL (X in 000’s)
PARTICULARS 31-Mar-12 31-Mar-11
Authorised Capital
40, 00, 00, 000 Ordinary Shares of ¥10/- each 400,00 ,00 400,00 ,00
(previous year 40,00,00,000 Ordinary Shares of ¥10/- each)
Issued
22,01, 17,000 Ordinary Shares of ¥10/- each 220,11,70 220,11,70
(previous year 22, 01, 17, 000 Ordinary Shares of ¥10/- each)
Subscribed and Paid-up
21, 49, 47, 396 Ordinary Shares of ¥10/- each 214,94 ,74 214 94,74
(previous year 21, 49, 47, 396 Ordinary Shares of ¥10/- each)
TOTAL 214,94 ,74 214 94 74
SCHEDULE 2 - RESERVES & SURPLUS (X in 000’s)
PARTICULARS 31-Mar-12 31-Mar-11
1. Statutory Reserve
(i) Opening Balance 39,15,00 36,05,00
(i) Addition during the year 16 ,50,00 3,10,00
(iii) Deduction during the year - -
Total 55,65 ,00 39,15,00
2. Capital Reserve
(i) Opening Balance 6,76 ,04 6,76 ,04
(i) Addition during the year 1,44 ,09 -
(iii) Deduction during the year - -
Total 8,20,13 6,76 ,04
3. Revaluation Reserve
(i) Opening Balance 1,15,91 1,19,73
(i) Addition during the year - -
(iii) Deduction during the year (Depreciation on revalued 3,63 3,82
portion credited to P&L A/c.)
Total 1,12,28 1,15,91
4. Share Premium
(i) Opening Balance 788 ,41 ,34 173,91,79
(i) Addition during the year - 616 ,55,12
(iiiy Deduction during the year - 2,05 ,57
Total 788 ,41 ,34 788 ,41 ,34
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SCHEDULES FORMING PART OF FINANCIAL STATEMENT FOR THE YEAR ENDING 31 MARCH, 2012

(contd. Schedule 2 - Reserves & Surplus)

Katnakar Kank &3

PARTICULARS 31-Mar-12 31-Mar-11
5.1 Revenue and Other Reserves
(i) Opening Balance 33,13,00 29,63 ,00
(i) Addition during the year 40 ,50,00 3,50,00
(iiiy Deduction during the year - -
Total 73,63 ,00 33,13,00
5.2 Investment Reserve
(iy Opening Balance 1,02,05 48 ,52
(i) Addition during the year 15,02 53,53
(iii) Deduction during the year - -
Total 1,17 ,07 1,02,05
6. Balance in Profit & Loss Account 5,89 39,87
TOTAL (1 to 6) 928,24 ,71 870,03 ,21
SCHEDULE 3 - DEPOSITS (X in 000’s)
PARTICULARS 31-Mar-12 31-Mar-11
A. 1. Demand Deposits
i) From Banks 4,47 ,18 2,87 ,91
ii) From Others 582,50 ,06 352,03,72
Total 586 ,97 ,24 354,91 ,63
2. Savings Bank Deposits 432,31 ,81 350,48 ,72
3. Term Deposits
i) From Banks 832,62 ,69 97 ,59,19
ii) From Others 2887 ,41 ,25 1239,16,14
Total 3720,03 ,94 1336,75,33
TOTAL (1 to 3) 4739 ,32,99 2042 ,15,68
B. i) Deposits of Branches in India 4739 ,32,99 2042 ,15,68
ii) Deposits of Branches outside India - -
TOTAL 4739 ,32,99 2042 ,15,68
SCHEDULE 4 - BORROWINGS (X in ‘000s)
PARTICULARS 31-Mar-12 31-Mar-11
1. Borrowings in India
(i) Reserve Bank of India 315,00,00 -
(ii) Other Banks 100,00,00 -
(iii)y Other Institutions and Agencies 770 ,26 ,67 7,69 ,17
(iv) Subordinated debts - -
Total 1185 ,26 ,67 7,69 ,17
2. Borrowings outside India 13,28,50 -
TOTAL (1 + 2) 1198 ,55 ,17 7,69 17

Secured Borrowings included in 1 & 2 Above - Nil
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SCHEDULES FORMING PART OF FINANCIAL STATEMENT FOR THE YEAR ENDING 31 MARCH, 2012
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SCHEDULE 5 - OTHER LIABILITIES AND PROVISIONS (X in 000’s)
PARTICULARS 31-Mar-12 31-Mar-11
1. Bills Payable 11,69,12 22,87 .,51
2. Inter Office Adjustments (Net) - -
3. Interest Accrued 52,96 ,80 15,34 ,28
4. Others (Including Provisions) * 59,58 ,97 56,64 ,16
TOTAL (1 to 4) 124 ,24 ,89 94 85,95
* Includes Provision against Standard Assets 16,34 ,90 7,62,90
SCHEDULE 6 - CASH AND BALANCES WITH RESERVE BANK OF INDIA (X in 000Q’s)
PARTICULARS 31-Mar-12 31-Mar-11
1. Cash in Hand 32,61,36 18,05 ,92
2. Balance with Reserve Bank of India
(i) In Current Account 230,68 ,92 146,11 ,41
(i) In other Accounts - -
TOTAL (1 + 2) 263,30,28 164 ,17 ,33
SCHEDULE 7 - BALANCE WITH BANKS & MONEY AT CALL AND SHORT NOTICE (X in 000’s)
PARTICULARS 31-Mar-12 31-Mar-11
1. InIndia
(i) Balances with Banks
a) In Current Accounts 39,74 ,65 20,28 ,83
b) In other Deposit Accounts 11,60,71 115,72 ,31
(ii) Money at Call and Short Notice
a) With Banks 50,00 ,00 50,00 ,00
b) With Other Institutions 219,96 ,31 -
Total (i + ii) 321,31,67 186,01 ,14
2. Outside India
(i)  In Current Accounts 1,49 ,93 -
(ii)  In Other Deposits Accounts - -
(iii) Money at Call and Short Notice - -
Total (i + ii + iii) 1,49,93 -
TOTAL (1 + 2) 322,81,60 186,01 ,14
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SCHEDULE 8 - INVESTMENTS (X in 000’s)
PARTICULARS 31-Mar-12 31-Mar-11
1. Investments in India (Gross) 2336 ,12,50 895,07 ,05
Less - Provision for depreciation and non-performing investment 2,29,03 2,58,69
Total 2333,83 ,47 892 ,48 ,36
Break Up
(iy Government Securities 1430 ,80 ,48 504 ,48 ,71
(i) Other Approved Securities - -
(iiiy Shares 4,71 ,95 5,91 ,95
(iv) Debentures and Bonds 422 ,63 ,43 49,06 ,47
(v) Subsidiaries and/ or Joint Venture - -
(vi) Others * 475 ,67 ,61 333,01 ,23
Total 2333,83,47 892 ,48 ,36
* Details of Others (vi)
(i) NABARD/ SIDBI/ NHB Deposit 69,11 ,49 74,89 ,58
(i) Commercial paper and Certificate of deposits 292 ,80,12 251,67 ,61
(iii) Mutual Funds 105,00,00 -
(iv) Venture Capital Fund 8,76 ,00 6,44 ,04
Total 475 ,67 ,61 333,01,23
2. Investments Outside India
(iy Government Securities (Including Local Authorities) - -
(i) Subsidiaries and/ or Joint Venture abroad - -
(iii) Other Investments - -
Total - -
TOTAL (1 + 2) 2333,83 ,47 892,48 ,36
SCHEDULE 9 - ADVANCES (X in 000’s)
PARTICULARS 31-Mar-12 31-Mar-11
A.
(i) Bills Purchased and Discounted 356,65 ,09 397 ,47 ,34
(i) Cash Credits, Overdrafts and Loans Repayable on Demand 827,05 ,39 409,97 ,89
(iii) Term Loans 2948 ,56 ,46 1097 ,71 ,50
Total 4132 ,26 ,94 1905 ,16,73
B.
(iy Secured by Tangible Assets 3692 ,25,23 1694 ,73 ,54
(Includes advances against Book Debts)
(i) Cover by Bank/ Government Guarantees - -
(iii) Unsecured 440,01 ,71 210,43 ,19
Total 4132 ,26 ,94 1905 ,16,73
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PARTICULARS 31-Mar-12 31-Mar-11
C.1 Advances in India
(iy Priority Sector 843,98 ,69 509 ,42 ,87
(ii) Public Sector 40,38 ,12 40,29,72
(iiiy Banks - 332,09,32
(iv) Others 3247 ,90,13 1023,34 ,82
Total 4132 ,26 ,94 1905 ,16,73
C.2 Advances Outside India
(i) Due from Banks - -
(ii) Due from Others
a) Bills Purchases and Discounted - -
b) Syndicated Loans - -
c¢) Others - -
Total - -
TOTAL (C1 + C2) 4132 ,26 ,94 1905,16 ,73
SCHEDULE 10 - FIXED ASSETS (X in 000’s)
PARTICULARS 31-Mar-12 31-Mar-11
1. Premises
(i) At cost at 31st March of the preceding year 7,45 ,72 7.,45,72
(ii) Additions During the Year - -
(iiiy  Deductions During the Year 39,80 -
(iv)  Depreciation to date 84 ,27 78,65
Total 6,21,65 6,67 ,07
2. Other Fixed Assets
(i) At cost at 31st March of the preceding year 52,27 ,33 39,15 ,66
(i) Additions During the Year 23,41 ,32 14 97 ,31
(iii)  Deductions During the Year 2,12,71 1,85,64
(iv)  Depreciation to date 33,22,05 27,06 ,69
Total 40 ,33,89 25,20 ,64
3. Leased Assets
(iy Atcost at 31st March of the preceding year
(ia) Lease equalisation - Opening balance 1,35,09 1,35,09
(i) Additions During the Year - -
(iii) Less: Provision held 1,35,09 1,35,09
(iv) Depreciation to date - -
Total - -
4. Capital Work in Progress 12,33,97 11,52 ,07
TOTAL (1 to 4) 58,89 ,51 43 ,39,78
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SCHEDULE 11 - OTHER ASSETS (X in 000Q’s)
PARTICULARS 31-Mar-12 31-Mar-11
1. Inter-Office Adjustment (Net) 2,27 ,00 4,21 ,44
2. Interest Accrued 51,64 ,28 13,68 ,54
3. Tax Paid in Advance/ Tax Deducted at Source (Net of Provision) 2,02,80 49 ,80
4. Stationery and Stamps 44 .85 2,88,74
5. Deferred Tax Assets (Net) (Refer Note 3.6 of Sch. 18) 9,16 ,36 8,24 97
6. Others 28,65 ,41 8,91,92
TOTAL (1 to 6) 94 ,20,70 38 ,45 ,41
SCHEDULE 12 - CONTINGENT LIABILITIES (X in 000’s)
PARTICULARS 31-Mar-12 31-Mar-11
1. Claims against the Bank not acknowledged as debts 54,55 49,03
2. Liability for Partly Paid Investment 4,23 ,45 5,55 ,96
3. Liability on Account of Outstanding forward Exchange contracts 10,29 ,42 -
4. Guarantees given on behalf of constituents
(i) InlIndia 368 ,46 ,89 84,87 ,19
(i)  Outside India 1,19,88 -
5. Acceptances, Endorsements and other Obligations 69,99 ,37 8,22 ,79
6. Other items for which the Bank is contingently liable
a) Income tax and other matters (under appeal) 7 ,48 ,54 6,36,18
b) Others 112,68 ,23 -
TOTAL (1 to 6) 574,90 ,33 105,51 ,15
SCHEDULE 13 - INTEREST EARNED (X in 000’s)
PARTICULARS 31-Mar-12 31-Mar-11
1. Interest/ Discount on Advances/ bills 347 ,40 ,34 134 ,14 ,45
2. Income on Investments 109,38 ,98 44 ,00,06
3. Interest on balance with RBI and Other Inter bank funds 7,74 ,39 11,04 ,30
4. Others 54,64 1
TOTAL (1 to 4) 465 ,08 ,35 189,18 ,82
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SCHEDULE 14 - OTHER INCOME (X in 000’s)
PARTICULARS 31-Mar-12 31-Mar-11
1. Commission, Exchange and Brokerage 7 ,83,65 5,12 ,69
2. Profit on sale of Investments (Net) 4 ,31,62 (38,78)
3. Profit/ (Loss) on sale of land, building and other assets (Net) 2,09 ,83 1,51
4. Profit on exchange transactions (Net) 19,24 -
5. Miscellaneous Income 52,68 ,93 13,82 ,62
TOTAL (1 to 5) 67,13 ,27 18,57 ,94
SCHEDULE 15 - INTEREST EXPENDED (X in 000’s)
PARTICULARS 31-Mar-12 31-Mar-11
1. Interest on Deposits 245 ,82,78 93,57,18
2. Interest on Reserve Bank of India/ Inter-Bank Borrowings 25,79 ,06 35,21
3. Others 6,67 ,28 10,85
TOTAL (1 to 3) 278,29 ,12 94,03 ,24
SCHEDULE 16 - OPERATING EXPENSES (X in 000’s)
PARTICULARS 31-Mar-12 31-Mar-11
1. Payments to and provisions for employees 84,14 ,97 72,26 ,65
2. Rent, taxes and lighting 17 ,33,60 7,16 ,56
3. Printing and stationery 1,26,13 73,47
4. Advertisement and publicity 33,22 34,56
5. Depreciation on banks property 7,78 ,87 1,53,39
6. Directors’ fees Allowances and expenses 21,64 26 ,65
7. Auditors’ fees and expenses 16,99 12,09
(Including branch Auditor’s fees and expenses)
8. Law Charges 24,80 1,48
9. Postage, Telegrams, Telephones, etc. 1,30,97 65,33
10. Repairs and maintenance 1,78 ,32 77,40
11. Insurance 3,32,44 1,67 ,89
12. Other Expenditure 21,17 ,72 8,92 ,28
TOTAL (1 to 12) 139,09,67 94 47,75
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SCHEDULE 17

Basis of preparation:

The accompanying financial statements have been prepared under the historical cost convention and on the accrual basis of
accounting, unless otherwise stated, and comply with statutory requirements prescribed under the Banking Regulation Act,
1949, circulars and guidelines issued by the Reserve Bank of India (‘RBI’) from time to time, Generally Accepted Accounting
Principles, the Accounting Standards issued by the Institute of Chartered Accountants of India (ICAl) and notified by the
Companies (Accounting Standard) Rules, 2006 to the extent applicable and current practices within the banking industry in
India.

Use of estimates:

The preparation of the financial statements in conformity with Generally Accepted Accounting Principles (‘GAAP’) in India requires
the management to make estimates and assumptions that affect the reported amount of assets, liabilities, revenues and
expenses and disclosure of contingent liabilities on the date of the financial statements. The estimates and assumptions used
in the accompanying financial statements are based upon management’s evaluation of the relevant facts and circumstances
as of the date of the financial statements. Actual results may differ from the estimates used in preparing the accompanying
financial statements. Any revision to accounting estimates is recognized prospectively in current and future periods.

Significant Accounting Policies:
1. Investments
a) Classification

Classification and valuation of Bank’s Investments is carried out in accordance with RBI guidelines. Accordingly,
investments are classified into ‘Held for Trading’ (‘HFT’), ‘Available for Sale’ (‘AFS’) and ‘Held to Maturity’ (HTM)
categories at the time of purchase. Investments, which the Bank intends to hold till maturity are classified as HTM
investments. Investments that are held principally for resale within a short period, including short sale, are classified
as HFT investments. All other investments are classified as AFS investments. The Bank follows settlement date method
for accounting of its investments. For disclosure in the financial statements, the Investments are classified under six
groups viz. Government Securities, Other Approved Securities, Shares, Debentures and Bonds, Subsidiaries/ Joint
Ventures and Others and disclosed in the financial statements.

Investments are classified as Performing or Non-performing as per RBI guidelines.

b) Valuation

Investments classified as HTM are carried at acquisition cost. Any premium on acquisition is amortised over the
remaining period of maturity by constant yield method.

Securities are valued scrip-wise and depreciation/ appreciation is aggregated for each category. Net appreciation in
each category, if any, is ignored, while net depreciation is provided for. The book value of individual securities is not
changed consequent to the periodic valuation of investments.

Treasury bills being discounted instruments are valued at carrying cost including the pro rata discount accreted for
the holding period.

For deriving market value of dated Central and State Government securities and unquoted securities yields/ rates
declared by the Fixed Income and Money Market Dealers Association (‘FIMMDA’) in consultation with Primary Dealers
Association of India (‘PDAI') are used. Quoted equity shares are valued at NSE closing rates applicable as at year
end. Quoted Mutual Fund units are valued as per Stock Exchange quotations and un-quoted Mutual Fund units are
valued at latest re-purchase price or at Net Asset Value if re-purchase price is not available.
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c) Transfer between categories

Transfer of securities between categories of investments, if any, is accounted for at the acquisition cost/ book value/
market value, whichever is lower, as on the date of transfer. Depreciation, if any, on such transfer is fully recognised
in the profit and loss account and the book value of the security is amended accordingly.

d) Repurchase transactions

Pursuant to RBI circular RBI/ 2009-2010/ 356IDMD/ 4135/ 11.08.43/ 2009-10, dated March 23, 2010, with effect
from April 1, 2010, repurchase (‘repo’) and reverse repurchase (‘reverse repo’) transactions are accounted for as
borrowing and lending transactions. Accordingly, a security given as a collateral under an agreement to repurchase
them, continue to be held under the investment account of the Bank and the Bank would continue to accrue the
coupon/ discount on the security during the repo period. Also, the Bank continues to mark the securities sold under
repo to market as per the investment classification of the security. The difference between the clean price of the first
leg and clean price of the second leg is recognized as interest income/ expense over the period of the transaction in
the Profit and Loss account. This change in the method of accounting for repo and reverse repo transactions has no
impact on the profit of the year.

e) Broken period interest, brokerage etc.

Broken period interest, brokerage, commission etc. paid at the time of acquisition of the security, is charged to the
Profit and Loss account.

2. Advances

Advances are stated at net of provisions made in respect of non-performing advances. Advances are classified as
Performing and Non-Performing Assets (‘NPA’). Provisions in respect of non-performing and restructured advances
are made based on management’s assessment of the degree of impairment of the advances subject to the minimum
provisioning levels prescribed under the RBI guidelines with regard to the Prudential Norms on Income Recognition, Asset
Classification and Provisioning prescribed by Reserve Bank of India from time to time. The Bank also maintains provision
on standard assets to cover potential credit losses which are inherent in any loan portfolio in accordance with the RBI
guidelines in this regard.

3. Fixed Assets and Depreciation

Fixed Assets are accounted for at cost less accumulated depreciation. Cost includes freight, duties, taxes and incidental
expenses related to the acquisition and installation of the asset. Premises acquired upto March 31, 1998 have been
revalued by the management and are stated at such revalued figure. Depreciation on premises revalued is charged to
‘Premises Revaluation Reserve’. On disposal of revalued premises, the amount standing to the credit of the Premises
Revaluation Reserve is transferred to Capital Reserve. The appreciation on revaluation is credited to ‘Revaluation
Reserve’ Account. Depreciation attributable to the enhanced value is transferred from Revaluation Reserve to the credit
of Depreciation in the Profit and Loss Account.

Depreciation is provided on the straight-line method from the date of addition over the estimated useful life of the
asset. Depreciation on assets sold during the year is charged to the Profit and Loss account upto the date of sale. If the
management’s estimate of the useful life of a fixed asset at the time of acquisition of the asset or of the remaining useful
life on a subsequent review is shorter, then the depreciation is provided at a higher rate based on management’s estimate
of the useful life/ remaining useful life. The depreciation rates applied on fixed assets, which are not lower than the rates
prescribed in Schedule XIV of the Companies Act, 1956, are as follows:
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Category Depreciation
Premises 2%
Desktop Computers and printers, Laptops 33.33%
VSATs, Telecom equipment, cabling, other computer hardware and related equipment,

LAN/ Mainframe servers, printers, scanners 20%
Purchased and developed Software 20%
Vehicles 20%
Office equipment, Locker cabinets, Strong room 15%
ATMs 14.29%
Furniture, fittings and work of art 10%
Items costing less than 35,000 100%

Improvements and installations of capital nature on the leasehold property are depreciated over the primary lease term.

The Bank assesses at each Balance Sheet date whether there is any indication that an asset may be impaired. If any
such indication exists, the Bank estimates the recoverable amount of the asset. If such recoverable amount of the asset
is less than its carrying amount, the carrying amount is reduced to its recoverable amount. The reduction is treated as an
impairment loss and is recognized in the Profit and Loss account. If at the Balance Sheet date there is an indication that
a previously assessed impairment loss no longer exists, the recoverable amount is reassessed and the asset is reflected
at the recoverable amount subject to a maximum of depreciable historical cost.

4. Foreign currency transactions

Transactions denominated in foreign currency are recorded at exchange rates prevailing on the date of the transactions.
Exchange differences arising on foreign currency transactions settled during the year are recognised in the Profit and Loss
account.

Monetary assets and liabilities denominated in foreign currencies are translated at the balance sheet date at rates of
exchange notified by the Foreign Exchange Dealers’ Association of India (‘FEDAI’) and the resultant exchange differences
are recognized in the Profit and Loss account.

In accordance with the RBI Circular No. DBOD No. BP.BC.76/ 21.04.018/ 2005-06 dated April 5, 2006 and Accounting
Standard-11, the effect of change in foreign exchange rates, foreign exchange trading positions including spot and
forward contracts are revalued monthly at the prevailing market rates (notified by FEDAI). The resulting gains and losses
are recorded in the Profit and Loss account at the present value equivalent using appropriate discount rates. The notional
values of these contracts are recorded as contingent liability at the closing rates.

Foreign currency swaps are marked to market at rates notified by FEDAI except in case of swaps entered into for hedging
an on-balance sheet foreign currency exposure. The profit or loss on revaluation is recorded in the Profit and Loss account
and is included in “Other assets” or “Other liabilities” respectively. The notional value of these swaps is recorded as a
Contingent liability.

5. Retirement and other employee benefits

Bank’s contribution towards Provident fund, being a defined contribution scheme, is accounted for on an accrual basis
and recognized in the Profit and Loss account. Liability for Gratuity and Pension, being the defined benefit retirement
schemes, are determined based on an actuarial valuation as at the balance sheet date as per the Projected Unit Credit
Method as computed by an independent actuary.

Consequent to the re-opening of pension option pursuant to the agreement between Indian Bank Association & United
Forum of Bank Unions, the RBI had permitted the Bank to amortise the enhanced expenditure resulting there from
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over five years starting from financial year ended on March 31, 2011 except for pension cost pertaining to the retired/
separated employees which was to be charged off entirely in the year ending on March 31, 2011.

Accordingly, pension cost pertaining to the retired/ separated employees had been charged to the Profit and Loss account
in the year ended on March 31, 2011. Pension cost pertaining to the existing employees is being amortised over three
financial years starting from financial year ended on March 31, 2011 amounting to 36.57 crore per financial year.

The Bank provides for its leave encashment liability of employees who are eligible for encashment of accumulated leave,
which is a long-term benefit scheme, based on actuarial valuation of the leave encashment liability at the balance sheet
date, carried out by an independent actuary.

The Bank has applied the intrinsic value method to arrive at the compensation cost of ESOP granted to the employees of
the Bank. Intrinsic value is the amount by which the value of the underlying shares determined by an independent valuer
exceeds the exercise price of the options. Accordingly, such cost is amortized over the vesting period.

6. Revenue Recognition

Interest income is recognised in the profit and loss account on accrual basis, except in the case of interest on non-
performing assets, which is recognised as income on receipt.

Till financial year ended March 31, 2011, recoveries in respect of past due loan accounts classified as sub-standard,
were appropriated towards principal after adjusting interest accrued. During the year ending on March 31, 2012 (current
year), the Bank has amended its accounting policy with regard to appropriation of recoveries in respect of past due loan
accounts classified as sub-standard such that recoveries, if they are not adequate to upgrade the Non-Performing Assets,
are appropriated towards principal balance in the first instance and towards interest/ charges/ other incomes thereafter.
In other words, as long as an account is non-performing, recoveries from such account will be first applied towards
overdue principal before recognizing any income. Owing to this amendment, the profit before tax for the current year is
lower by %0.31 crore.

Commission, Exchange, Brokerage, Dividends and Locker Rent are accounted for as income on realisation basis.

Gains and losses arising out of outright assignment deals are recorded upfront.

Income on discounted instruments is recognised over the tenure of the instrument on a constant yield basis.

Dividend is accounted on an accrual basis when the right to receive the dividend is established.

Loan processing fee is accounted for upfront when it becomes due.

Commission received on guarantees issued is amortised on a straight-line basis over the period of the guarantee.

All other fees are accounted for as and when they become due.

7. Accounting for leases
Operating leases
Leases where the lessor effectively retains substantially all the risks and benefits of ownership over the lease term are
classified as operating leases. Operating lease rentals are recognised as an expense on straight-line basis over the lease
period.

The Bank has not undertaken any Finance leases.
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8.

10.

Taxation

Income tax comprises the current tax (i.e. amount of tax for the period, determined in accordance with the Income Tax Act,
1961 and the rules framed there under) and deferred tax charge or credit (reflecting the tax effects of timing differences
between accounting income and taxable income for the year).

Provision for current income-tax is recognized in accordance with the provisions of Indian Income Tax Act, 1961 and is
made annually based on the tax liability after taking credit for tax allowances and exemptions.

The deferred tax charge or credit and the corresponding deferred tax liabilities or assets are recognised using the tax
rates that have been enacted or substantively enacted by the balance sheet date. Deferred tax assets are recognised only
to the extent there is reasonable certainty that the assets can be realized in future. However, where there is unabsorbed
depreciation or carried forward loss under taxation laws, deferred tax assets are recognised only if there is virtual certainty
of realization of such assets.

Deferred tax assets are reviewed at each balance sheet date and appropriately adjusted to reflect the amount that is
reasonably/ virtually certain to be realized.

Provisions and contingencies

The Bank creates a provision when there is present obligation as a result of a past event that probably requires an outflow
of resources and a reliable estimate can be made of the amount of the obligation. A disclosure for a contingent liability
is made when there is a possible obligation or a present obligation that may, but probably will not, require an outflow
of resources. When there is a possible obligation or a present obligation in respect of which the likelihood of outflow of
resources is remote, no provision or disclosure is made.

Provisions are reviewed at each balance sheet date and adjusted to reflect the current best estimate. If it is no longer
probable that an outflow of resources would be required to settle the obligation, the provision is reversed.

Contingent assets are not recognized in the financials. However, contingent assets are assessed continually and if it is
virtually certain that an inflow of economic benefits will arise, the asset and related income are recognized in the period
in which the change occurs.

Earnings per share (EPS)
Basic and diluted earnings per share are computed in accordance with Accounting Standard-20 - Earnings per share.

Basic earnings per share is calculated by dividing the net profit or loss after tax for the year attributable to equity
shareholders by the weighted average number of equity shares outstanding during the year.

Diluted earnings per share reflect the potential dilution that could occur if contracts to issue equity shares were exercised
or converted during the year. Diluted earnings per equity share is computed using the weighted average number of equity
shares and dilutive potential equity shares outstanding during the year, except where the results are anti-dilutive.

SCHEDULE 18

NOTES TO FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 MARCH, 2012

1.

Investments

In terms of guidelines of Reserve Bank of India, amortisation of premium of ¥1.60 crore (previous year 32.02 crore)
relating to investments in ‘Held to Maturity’ category has been netted off against ‘Income on Investments’ under Schedule
- 13. There are no transactions of transfer/ sale of securities from Held to Maturity category of investments during the
year.
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2. Employee Stock Option Plan (“ESOP”)

The shareholders of the Bank had approved granting of stock options to employees under one or more Employee Stock
Option Plan (ESOP) on August 25, 2010, enabling the Board and/ or the Human Resource Committee to grant such
number of Options of the Bank not exceeding 10% of the aggregate number of issued and paid up equity shares of
the Bank. The ESOP is equity settled where the employees will receive one equity share per option. The stock options
granted to employees vest over a period of three years, generally, in equal proportion each year. Vested Options can be
exercised within a period of three years from the date of vesting or within a period of one year from the date on which
the shares of the Bank get listed on a recognized stock exchange, whichever is later.

Under Intrinsic Value method, since exercise price of the stock options granted under the ESOP is more than the
underlying value of the shares, it has not resulted in any charge to the statement of Profit and Loss for the year. If the
Bank had adopted the Black-Scholes model based fair valuation, compensation cost for the year ended March 31,
2012, would have increased by 36.48 crore (previous year 30.80 crore) and the profit before tax would have been lower
correspondingly. Accordingly, diluted earnings per share would be 32.84.

Stock option activity under the scheme during the year: 2011-12 2010-11

Outstanding at the beginning of the year 79, 92,500 -
Granted during the year 48, 23, 800 88, 42,500
Forfeited during the year 60, 000 8, 50, 000
Exercised during the year - -
Expired during the year - -
Outstanding at the end of the year 1, 27, 56, 300 79, 92, 500
Options exercisable at the end of the year 26, 64, 067 -

Options granted during the year carry an exercise price of ¥46.50. During the year corresponding value of the shares
for these grants at the time of respective grant was 341.44,342.31 and 346.26.

The fair value of options granted during the year has been estimated on the date of grant using the Black-Scholes

option pricing model with the following assumptions:

Particulars 2011-12 2010-11

Average dividend yield 1.12% 1.15%
Expected volatility 42.25% 43.10%
Risk free interest rates 8.18%-8.80% 7.53%-7.89%
Expected life of options (across each tranche) 2.58-3.41 3.25-3.50
Expected forfeiture NIL NIL

Expected volatility is a measure of the amount by which the equity share price is expected to fluctuate during a period.
The measure of volatility used in Black-Scholes option pricing model is the annualized standard deviation of the
continuously compounded rates of return on the share over a period of time. Expected volatility has been computed by
considering the historical data on daily volatility in the closing equity share price on NSE of similar listed banks over the
last three years.
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3. ACCOUNTING STANDARDS
3.1 Disclosures under AS -15 on employee benefits

Defined Contribution Plans:

Employer’s contribution recognized and charged off for the year to defined contribution plans are as under
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( in crore)
Particulars 2011-12 2010-11
Providend Fund 1.57 1.27
Pension Scheme (employees joining after 01.04.2010) 0.02 0.01

Defined Benefit Plans:

The following table sets out the status of the defined benefit Pension and Gratuity Plan as required under Accounting

Standard 15.

Change in the present value of the defined benefit obligation

( in crore)

Particulars 201112 2010-11
Pension Gratuity Pension Gratuity
Opening defined benefit obligation at 1st April 50.61 10.98 14.78 7.90
Current Service cost 2.23 - 3.40 0.47
Interest cost 3.79 0.91 0.53 0.58
Actuarial losses/ (gains) 8.46 1.78 20.83 4.74
Past Service Cost (Amortised) - - 19.71 -
Liability Transfer in 0.22 - 14.80 -
Benefits paid (13.88) (2.79) (23.44) (2.71)
Closing defined benefit obligation at 31st March 51.43 10.88 50.61 10.98

Change in the plan assets:
(X in crore)

Particulars 2011-12 2010-11
Pension Gratuity Pension Gratuity
Opening fair value of plan assets at 1st April 21.75 8.83 10.99 7.90
Expected return on plan assets 3.64 0.71 1.41 0.77
Contributions 30.64 4.16 18.38 3.10
Transfer from other Trust 0.22 - 14.80 -
Benefit paid (13.88) (2.79) (23.44) (2.71)
Actuarial (gains)/ loss on obligations (1.96) (0.03) (0.39) (0.23)
Closing fair value of plan assets at 31st March 40.41 10.88 21.75 8.83
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(X in crore)
Particulars 2011-12 201011
Pension Gratuity Pension Gratuity
Present value of funded obligation at 31st March 51.43 10.88 50.61 10.98
Fair value of plan assets at 31st March 40.41 10.88 21.75 8.83
Deficit/ (Surplus) 11.02 - 28.86 2.15
Unrecognised past service cost 6.57 - 13.14 -
Net Liability/ (Asset) 4.45 - 15.72 2.15
Net cost recognized in the Profit & Loss Account:
( in crore)
Particulars 2011-12 201011
Pension Gratuity Pension Gratuity
Current Service cost 2.23 - 3.40 0.47
Interest cost 3.79 0.91 0.53 0.58
Expected return on plan assets (3.64) (0.71) (1.41) (0.77)
Past Service Cost (Vested Benefit) Recognised 6.57 - 6.57 -
Net Actuarial losses/ (gains) recognised during the 10.42 1.82 21.22 4.96
year
Total cost of defined benefit plans included in 19.37 2.02 30.31 5.24
Schedule 16 Payments to and provisions for
employees
Reconciliation of Expected return and actual return on planned assets:
( in crore)
Particulars 2011-12 2010-11
Pension Gratuity Pension Gratuity
Expected return on plan assets 3.64 0.71 1.41 0.77
Actuarial gain/ (loss) on plan assets (1.96) (0.03) (0.39) (0.23)
Actual return on plan assets 1.68 0.68 1.02 0.54
Reconciliation of opening and closing net liability/ (asset) recognised in balance sheet:
( in crore)
Particulars 201112 2010-11
Pension Gratuity Pension Gratuity
Opening net liability as at 1st April 15.72 2.14 3.79 -
Expenses as recognised in Profit & Loss Account 19.37 2.02 30.31 5.24
Employers contribution (30.64) (4.16) (18.38) (3.10)
Net liability/ (asset) recognised in balance sheet 4.45 - 15.72 2.14
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Investments under Plan Assets of Gratuity fund and Pension fund as on 31.03.2012 are as follows:

Category of Assets 2011-12 2010-11

Pension (%) | Gratuity (%) | Pension (%) | Gratuity (%)
Central Government securities 6.98 10.84 13.00 13.36
State Government securities 16.17 20.23 712 7.65
Corporate Bonds 17.58 28.08 22.33 21.58
Special Deposit Schemes - 19.41 - 23.91
Funds with LIC 31.43 - 5.42 -
Others 27.84 21.44 52.13 33.50
Total 100.00 100.00 100.00 100.00

Principal Actuarial Assumptions:

Particulars Pension and Gratuity Plans

2011-12 2010-11
Discount rate 8.50% 8.25%
Expected rate of return on Plan Asset 8.60% 8.00%
Salary Escalation 5.00% 5.00%
Attrition rate 2.00% 2.00%

3.2 Segment Reporting (AS-17): Information about business segments

In terms of the AS-17 Segment Reporting issued by ICAl and RBI circular Ref. DBOD.No. BP.BC.81/ 21.04.018/ 2006-
07 dated April 18, 2007 read with DBOD.BP.BC No.16/ 21.04.018/ 2011-12 dated July 1, 2011 and amendments
thereto, the following business segments have been disclosed:

e Corporate/ Wholesale Banking: Includes lending, deposits and other banking services provided to corporate
customers of the Bank.

e Retail Banking: Includes lending, deposits and other banking services provided to retail customers of the Bank
through branch network or other approved delivery channels.

e Treasury: includes investments, all financial markets activities undertaken on behalf of the Bank’s customers,
proprietary trading, maintenance of reserve requirements and resource mobilization from other Banks and
financial Institutions. Intersegment earnings of Balance Sheet Management function are included in the Treasury
segment.

e  Other Banking Operations: Includes para banking activities like Bancassurance, etc.
Segment revenues include earnings from external customers and earnings from other segments on account of funds
transferred at negotiated rates, which are determined by the management. Segment results includes segment revenues

as reduced by interest expense, charge from other segments on account of funds transferred at negotiated rates and
operating expenses and provisions either directly identified or allocated to each segment.
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The following table sets forth, the business segment results for the period ended 31 March, 2012:

(X in crore)

Particulars Corporate/ Retail Treasury Other Total
Wholesale Banking Banking
Banking Operations

Gross Revenue 309.99 88.49 129.19 2.25 529.92
Unallocated Revenue 2.30
Total Revenue 532.22
Interest Expense 62.84 135.13 80.32 - 278.29
Inter Segment Revenue/ (Expense) (139.06) 125.37 13.69 - -
Net Total Revenue (NIl + Other Income) 108.09 78.73 62.56 2.25 253.93
Results 80.59 13.45 60.41 1.77 158.52
Unallocated Expenses 62.36
Operating Profit/ PBT 96.16
Income Tax (Net of Deferred Tax) 30.43
Net Profit 65.73
Other Information
Segment Assets 3,5625.74 608.80 2,901.46 - 7,036.00
Unallocated Assets 169.33
Total Assets 7,205.33
Segment Liabilities 1,978.47 2,276.99 1,767.32 0.08 6,022.86
Unallocated Liabilities 1,182.47
Total Liabilities 7,205.33

Notes:

1. The business of the Bank does not extend outside India and it does not have any assets outside India or earnings
emanating from outside India. Accordingly, the Bank has reported operations in the domestic segment only.

2. Income, expenses, assets and liabilities have been either specifically identified to individual segment or allocated
to segments on a reasonable basis or are classified as unallocated.

3. Unallocated items include Fixed Assets, related depreciation expenses, realized gains/ losses on their sale,
income tax expense, deferred income tax assets/ liabilities, advance tax, cash in hand, Bills payable, share capital
and reserves, and operating expenses which cannot be identified or allocated to segments.
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The following table sets forth, the business segment results for the period ended 31 March, 2011.:

(X in crore)

Particulars Corporate/ Retail Treasury Other Total
Wholesale | Banking Banking
Banking Operations

Revenue 64.72 69.42 54.66 18.97 207.77
Results 29.10 31.21 24.57 8.18 93.06
Unallocated Expenses 73.80
Operating Profit 19.26
Provision & Contingencies (Excluding Income tax) 0.31
Income Tax (Net of Deferred Tax) 6.63
Net Profit 12.32
Other Information
Segment Assets 1,224.15 681.01 | 1,204.32 38.36 3,147.84
Unallocated Assets 81.85
Total Assets 3,229.69
Segment Liabilities 647.09 | 1,457.14 39.23 1.25| 2,144.71
Unallocated Liabilities 1,084.98
Total Liabilities 3,229.69

Note:

Figures for segment reporting in the year ended March 31, 2012 are not comparable with the previous year as the
method of computing cost for funds transferred to segments and cost allocation have been modified in the current

year.

3.3. Related Party Transactions (AS -18)

As per AS 18 “Related Party Disclosures” prescribed by the Companies (Accounting Standard) Rules 2006, the Bank’s
related parties for the year ended March 31, 2012 are disclosed below:

Key Management Personnel (‘KMP’)

Mr. Vishwavir Ahuja, Managing Director & CEO

In financial year 2011-12, there was only one related party in the said category, hence the Bank has not disclosed the
details of transactions in accordance with circular issued by the RBI on March 29, 2003 “Guidance on compliance with
the accounting standards by banks”.
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As per AS 18 “Related Party Disclosures” prescribed by the Companies (Accounting Standard) Rules 2006, the Bank’s

related parties for the year ended March 31, 2011 are disclosed below

Key Management Personnel (‘KMP’)

Name Designation

Vishwavir Ahuja

Managing Director & Chief Executive Officer (w.e.f. 01.07.2010)

Subhash Kutte

(w.e.f. 01.07.2010)

Managing Director & Chief Executive Officer (upto 30.06.2010) and Part time Chairman

( in crore)
Particulars 2010-11
Remuneration paid to KMP 0.73
Deposits (Saving Account) 0.16

3.4 Operational Leases (AS - 19)

Disclosure as per Accounting Standard-19 on Leases as per Companies (Accounting Standard) Rules, 2006.

The company has taken certain premises on operating lease. The Agreements entered into provide for renewal and

rent escalation clause.

Particular of future minimum lease payments in respect of the same are as mentioned below:

( in crore)

Period 2011-12 2010-11

Not later than one year 17.52 13.88
Later than one year and not later than five years 73.33 83.57
Later than five years 11.01 18.29
Total 101.86 115.74
Lease payment recognized in Profit & Loss Account for the year 14.31 5.85
3.5 Earnings Per Share (AS -20)

Particulars 2011-12 201011
Basic

Weighted Average Number of equity shares 21, 49, 47, 396 12, 85, 37, 563
Net Profit after tax available for equity share holders (%) 65, 72,93, 409 12,32,62, 714
Basic Earnings Per Share (F V10/-) 3.06 0.96
Diluted

Weighted Average Number of equity shares (including dilutive 21,61, 21, 203 12, 98, 18, 000
potential equity shares)

Net Profit after tax available for equity share holders (%) 65, 72, 93, 409 12, 32,62, 714
Diluted Earnings Per Share (F VI10/-) 3.04 0.95

The dilutive impact is due to options granted to employees by the Bank.
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Surplus arising due to Net Deferred Taxation computed for the year ended 31-03-2012 amounting to I7.18 crore

(¥5.98 crore surplus in the previous year) is credited to Profit and Loss Account.

Major components of Deferred Tax Assets and Deferred Tax Liabilities as on 31-03-2012 are as under:-

(X in crore)
Particulars Deferred Tax Assets Deferred Tax Liabilities Net Deferred Tax Asset
2011-12 2010-11 2011-12 2010-11 2011-12 2010-11
Provision for Assets 4.97 2.19
Provision for retirals of employees 3.46 8.04
Others 4.27 0.18
Depreciation on Fixed Assets 3.04 2.16
Profit on sale of Fixed Assets 0.50
Total 12.70 10.41 3.54 2.16 9.16 8.25

3.7 Fixed Assets:

The following table sets forth, for the periods indicated, the movement in software acquired by the Bank, as included

in fixed assets

(X in crore)
Particulars 201112 201011
At cost at the beginning of the year 4.41 3.03
Additions during the year 5.51 1.45
Deductions during the year 0.31 -
Accumulated depreciation as at 31st March (3.14) (2.19)
Closing balance as at 31st March 6.47 2.29
Depreciation charge for the year 1.14 0.07
3.8 Impairment of Assets (AS -28)
There is no material impairment of fixed assets and as such no provision is required as per AS - 28.
3.9 Provisions, Contingent Liabilities and Contingent Assets (AS-29)
i)  Details of Balance in Provisions for Contingent Liability:
(X in crore)
Particulars 2011-12 2010-11
Opening balance 0.21 0.12
Additions during the year 0.09 0.09
Amounts used during the year - -
Unused amounts reversed during the year - -
Closing Balance 0.30 0.21

ii)  Provision for Contingent Liabilities comprises of ¥0.05 crore against case pending in respect of guarantee invoked,
Z0.16 crore for claims acknowledged as debts and Z0.09 crore on account of municipal tax paid under dispute.

iii) In the opinion of the Management, there is remote possibility of any outflow in respect of other Contingent
Liabilities disclosed in Schedule 12, hence no provision is made.
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Based on information available with the Bank, during the year, there were no amounts outstanding for more than the
specified period, to the parties covered under the Micro, Small and Medium Enterprises Development Act, 2006.

5. Disclosure of complaints/ unimplemented awards of Banking Ombudsman for the year 2011-12

A) Customer Complaints 2011-12 201011
a) No. of complaints pending at the beginning of the year - 2
b) No. of complaints received during the year 19 15
c) No. of complaints redressed during the year 19 17
d) No. of complaints pending at the end of the year - -
B) Awards passed by the Banking Ombudsman 2011-12 2010-11
a) No. of unimplemented awards at the beginning of the year Nil Nil
b) No. of awards passed by the Banking Ombudsman during the year Nil Nil
c) No. of awards implemented during the year Nil Nil
d) No. of unimplemented awards at the end of the year Nil Nil
In terms of RBI guidelines, the following additional disclosures have been made
6. Capital Adequacy
i) The Bank has complied with Capital Adequacy Norms prescribed by the Reserve Bank of India. The details are as under:
Sr.No. | Particulars 31.03.2012 31.03.2011
i) CRAR (%) (Basel - 1) 22.69% 59.42%
ii) CRAR - Tier | capital (%) (Basel - ) 22.33% 58.91%
iii) CRAR - Tier Il capital (%) (Basel - 1) 0.36% 0.51%
iv) CRAR (%) (Basel - II) 23.20% 56.41%
V) CRAR - Tier | capital (%) (Basel - 11) 22.83% 55.93%
Vi) CRAR - Tier Il capital (%) (Basel - 1) 0.37% 0.48%
vii) Amount of subordinated debt raised as Tier-l capital (crore) - -
7. Investments
i) Movement of Investments:
(X in crore)
Sr.No. |Particulars 31.03.2012 31.03.2011
(1) Value of Investments
(iy Gross Value of Investments
(@) InIndia 2,336.12 895.07
(b) Outside India - -
(i) Provisions for Depreciation (including provision for NPI)
(@) InlIndia 2.29 2.59
(b) Outside India - -
(iii) Net Value of Investments
(@) InIndia 2,333.83 892.48
(b) Outside India - -
(contd.)
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(contd. Movement of Investments) (X in crore)
Sr.No. | Particulars 31.03.2012 31.03.2011
(2) Movement of provisions held towards depreciation of investments (including
provision for NPAs)
(i) Opening balance 2.59 3.66
(i) Add: Provisions made during the year 5.24 1.34
(iii)  Less: Write-off/ write back of excess / provisions (including provision for 5.54 2.41
NPAs) during the year
(iv) Closing balance 2.29 2.59
ii) Repo/ Reverse Repo Transactions:

During the year, the Bank has not under taken Repo/ Reverse Repo transactions other than Repo/ Reverse Repo

transactions under the Liquidity Adjustment Facility (LAF) with Reserve Bank of India.

iii) Issuer Composition of Non-SLR investments as on 31.03.2012:
Issuer composition as at 31 March, 2012 of non-SLR investments
 in crore)
Sr. | Particulars Amount Private Below Unrated Unlisted
No. Placement | Investment | Securities | Securities
Grade

1 |PSU 19.93 9.93 - - -
2 |Fls 9.50 8.50 - - -
3 | Banks 304.11 1.30 - - -
4 Private Corporates 493.91 26.38 - 0.10 26.14
5 Subsidiaries/ Joint ventures - - - - -
6 | Others 77.87 - - - -
7 Provisions held towards depreciation (2.29) - - - -

Total 903.03 46.11 - 0.10 26.14
Issuer composition as at 31 March, 2011 of non-SLR investments

(% in crore)
Sr. | Particulars Amount Private Below Unrated Unlisted
No. Placement | Investment | Securities | Securities
Grade

1 PSU 11.15 11.07 - 0.75 -
2 Fls 9.50 8.50 - - -
3 Banks 213.58 1.30 - - -
4 Private Corporates 75.03 12.25 - 0.10 7.01
5 Subsidiaries/ Joint ventures - - - - -
6 Others 81.33 - - - -
7 Provisions held towards depreciation (2.59) - - - -

Total 388.00 33.12 - 0.85 7.01

The Bank has not sold or transferred any securities from the HTM category.
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(X in crore)
Sr. No. | Particulars 31.03.2012 31.03.2011
1 Opening Balance 2.29 2.29
2 Additions during the year - -
3 Reductions during the year - -
4 Closing Balance 2.29 2.29
5 Total provisions held 2.29 2.29

8. Forward Rate Agreement/ Interest Rate Swaps/ Exchange Traded Interest Rate Derivatives

The bank has not undertaken any forward rate agreement, interest rate swaps and Exchange Traded Interest Rate

Derivatives during the year.

9. Restructured/ Rescheduled/ Renegotiated - Investments during the year

(X in crore)
Particulars 31.03.2012 31.03.2011
Standard assets subjected to restructuring etc. NIL NIL
Sub - standard assets subjected to restructuring etc. NIL NIL
Doubtful assets subjected to restructuring etc. NIL NIL
10. Asset Quality
i) Non - Performing Asset:
(X in crore)
Sr. No. | Particulars 31.03.2012 31.03.2011
(i) Net NPAs to Net Advances (%) 0.20% 0.36%
(i) Provisioning Coverage Ratio (PCR) (%) 79.90% 80.15%
(iii) Movement of NPAs (Gross)
(@) Opening balance 21.51 27.64
(b) Additions during the year 18.13 4.85
(c) Reductions during the year 6.53 10.98
(d) Closing balance 33.11 21.51
(iv) Movement of Net NPAs
(a) Opening balance 6.89 11.36
(b) Additions during the year 6.20 4.32
(c) Reductions during the year 4.70 8.79
(d) Closing balance 8.39 6.89
(v) Movement of provisions for NPAs
(excluding provisions on standard assets)
(a) Opening balance 14.62 16.28
(b) Provisions made during the year 12.08 3.84
(c) Write-off/ write back of excess provisions 1.98 5.50
during the year
(d) Closing balance 24.72 14.62
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Details of loan assets subjected to restructuring during the years ending 31 March, 2012 and 31 March, 2011 are

given below:
(X in crore)
31 March, 2012
CDR SME Debt Others Total

Particulars Mechanism | Restructuring
Standard No. of borrowers - 4 1 5
Advances Amount Outstanding - 2.95| 2045 23.40
Restructured Sacrifice (diminution in the fair value) - - - -
Sub - standard | No. of borrowers - - - -
Advances Amount Outstanding - - - -
Restructured Sacrifice (diminution in the fair value) - - - -
Doubtful No. of borrowers - 1 - 1
Advances Amount Outstanding - 4,73 - 4,73
Restructured Sacrifice (diminution in the fair value) - - - -
Total No. of borrowers - 5 1 6

Amount Outstanding - 7.68 20.45 28.13

Sacrifice (diminution in the fair value) - - - 0

(X in crore)
31 March, 2011
CDR SME Debt Others Total

Particulars Mechanism | Restructuring
Standard No. of borrowers - 12 - 12
Advances Amount Outstanding - 7.28 - 7.28
Restructured Sacrifice (diminution in the fair value) - 0.08 - 0.08
Sub - standard | No. of borrowers - - - -
Advances Amount Outstanding - - - -
Restructured Sacrifice (diminution in the fair value) - - - -
Doubtful No. of borrowers - 1 - 1
Advances Amount Outstanding - 4.81 - 4.81
Restructured Sacrifice (diminution in the fair value) - - - -
Total No. of borrowers - 13 - 13

Amount Outstanding - 12.09 - 12.09

Sacrifice (diminution in the fair value) - 0.08 - 0.08
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iii) Details of financial assets sold to Securitisation/ Reconstruction Company for Asset Reconstruction:

(X in crore)
Sr.No. | Particulars 31.03.2012 31.03.2011
(i) No. of accounts NIL NIL
(i) Aggregate value (net of provisions) of accounts sold to SC/ RC NIL NIL
(iii) Aggregate consideration NIL NIL
(iv) Additional consideration realized in respect of accounts transferred in earlier years NIL NIL
(v) Aggregate gain/ loss over net book value NIL NIL

iv) Details of non-performing financial assets purchased/ sold:

The Bank has neither purchased nor sold any non-performing financial assets during the current year or previous year.

v)  Provisions on Standard Asset:

(X in crore)
Sr.No. | Particulars 31.03.2012 31.03.2011
(i) Provision towards Standard Assets 16.35 7.63

11. Business Ratios

Sr.No. | Particulars 31.03.2012 31.03.2011
(i) Interest income as % to Working funds 9.78% 8.15%
(ii) Non-Interest income as % to Working funds 1.41% 0.80%
(iii) Operating profit as % to Working funds 2.41% 0.83%
(iv) Return on Assets 1.38% 0.53%
(v) Business (Deposit + Advance) per employee (T in crore) 6.69 4.35
(vi) Profit per employee (% in crore) 0.05 0.01
(vii) Cost of interest bearing funds 9.06% 6.90%
(viii) | Return on Equity 5.91% 1.72%

12. Maturity Pattern

A maturity pattern of certain items of assets and liabilities at March 31, 2012 and March 31, 2011 is given below:
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(X in crore)
Particulars 31 March, 2012
Loans & Investments Deposits Borrowings Foreign Foreign
Advances currency Assets currency
Liabilities
1 day 88.57 105.00 45.26 1.50 -
2to 7 days 77.20 191.89 339.61 389.97 - -
8 to 14 days 95.91 19.94 478.25 50.00 - -
15 to 28 days 112.16 24.83 296.85 - -
29 days to 3 months 544.99 536.65 806.38 176.00 13.29 13.29
Over 3 months to 6 months 263.10 87.24 440.38 89.48 - -
Over 6 months to 1 year 570.13 31.58 966.10 140.49 - -
Over 1 year to 3 years 1, 260.58 227.71 1321.00 161.98 - -
Over 3 years to 5 years 400.95 223.76 37.14 157.34 - -
Over 5 years 705.39 885.23 8.36 20.00 - -
Total 4,118.98 2,333.83 4,739.33 1,185.26 14.79 13.29
(contd.)
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(contd. Maturity Pattern) R in crore)
Particulars 31 March, 2011
Loans & Investments Deposits Borrowings Foreign Foreign

Advances currency Assets currency

Liabilities
1 day 26.89 - 31.72 - - -
2to 7 days 37.22 101.03 69.83 - - -
8 to 14 days 64.36 24.90 69.33 - - -
15 to 28 days 72.29 55.46 38.21 - - -
29 days to 3 months 33757 192.99 179.96 - - -
Over 3 months to 6 months 106.53 10.72 165.28 0.85 - -
Over 6 months to 1 year 395.35 39.13 581.44 0.85 - -
Over 1 year to 3 years 436.11 58.93 843.06 3.43 - -
Over 3 years to 5 years 218.45 94.42 52.80 2.56 - -
Over 5 years 210.40 314.90 10.53 - - -
Total 1,905.17 892.48 2,042.16 7.69 - -

13. Lending to Sensitive Sector

i)  Exposure to Real Estate Sector:  in crore)
Sr.No. | Particulars 31.03.2012 31.03.2011
1) Direct exposure
(@) Residential Mortgages - 49.22 48.48

Out of which Individual housing loans eligible for inclusion in priority sector advances 32.99 31.10
(b) Commercial Real Estate 103.97 43.52
(c) Investments in Mortgage Backed Securities (MBS) and other securitized exposures

i Residential Mortgages

ii. Commercial Real Estate

2) Indirect Exposure
Fund based and non-fund based exposures on National Housing Bank (NHB) and 100.00 -
Housing Finance Companies (HFCs)
Total Exposure to Real Estate Sector 253.19 92.00
ii)  Exposure to Capital Market: (X in crore)
Sr.No. | Particulars 31.03.2012 31.03.2011
(i) Direct investments made in equity shares, convertible bonds, convertible debentures 0.14 1.35

and units of equity-oriented mutual funds the corpus of which is not exclusively invested
in corporate debt;

(ii) Advances against shares/ bonds/ debentures or other securities or on clean 1.05 2.50
basis to individuals for investment in shares (including IPOs/ ESOPs), convertible
bonds,convertible debentures and units of equity-oriented mutual funds

(iii) Advances for any other purposes where shares or convertible bonds or convertible 35.65 1.51
debentures or units of equity oriented mutual funds are taken as primary security

(iv) 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 other than shares/ convertible bonds/ convertible
debentures / units of equity oriented mutual funds does not fully cover the advances

(contd.)
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(contd. Exposure to Capital Market) (X in crore)
Sr.No. | Particulars 31.03.2012 31.03.2011
(v) Secured and unsecured advances to stockbrokers and guarantees issued on behalf of - -

stockbrokers and market makers
(vi) Loans sanctioned to corporates against the security of shares/ bonds/ debentures or - -
other securities or on clean basis for meeting promoter’s contribution to the equity of
new companies in anticipation of raising resources
(vii) Bridge loans to companies against expected equity flows/ issues - -
(viii) Underwriting commitments taken up by the Banks in respect of primary issue of shares - -
or convertible bonds or convertible debentures or units of equity oriented mutual funds;
(ix) Financing to stockbrokers for margin trading - -
(x) All exposures to Venture Capital Funds (both registered and unregistered) will be 8.76 6.44
deemed to be on par with equity and hence will be reckoned for compliance with the
capital market exposure ceilings (both direct and indirect)
Total Exposure to Capital Market 45.60 11.80

i)

Risk Category wise Country Exposure:

As the Bank is not engaged in foreign exchange business, there is no exposure to country risk.

14. Details of Single/ Group Borrower limit exceeded by the Bank
During the year ended 31.03.2012 the Bank has not exceeded the exposure ceiling fixed by RBI to Individual/ Group
borrowers.
15. Amount of Provisions made for Income-tax during the year
(X in crore)
Sr.No. Particulars 31.03.2012 31.03.2011
i) Provision for Income tax/ Wealth tax 37.62 12.61
i) Provision for deferred tax (7.18) (5.98)
16. Unsecured Advances against Intangible Collaterals .
(X in crore)
Sr.No. Particulars 31.03.2012 31.03.2011
i) Total Advances against intangible securities such as charge over the NIL NIL
rights, licenses, authority etc.
ii) Estimated Value of intangible collateral such as charge over the rights, NIL NIL
licenses, authority etc.
17. Penalties imposed by RBI
During the year no penalty has been imposed by RBI on the Bank.
18. Disclosure of Fees/ Remuneration Received in respect of Bancassurance Business
(X in crore)
Sr.No. | Particulars 31.03.2012 31.03.2011
i) Fee/ Remuneration from Life Insurance Business 1.74 1.01
i) Fee/ Remuneration from General Insurance Business 0.49 0.51
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20.

21,

22,

23.
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(X in crore)
Sr.No. | Particulars 31.03.2012 31.03.2011
i) Provision made towards NPAs/ Sacrifice for Restructured Advance/ Debt
Relief as per RBI guidelines
a) For Advance 10.07 (1.72)
b) For Investments
c) For Lease Assets
i) Provisions towards Standard Advance 8.72 2.95
iii) Provisions towards Income tax/ Wealth tax 37.62 12.61
iv) Provision towards deferred tax (net) (7.18) (5.98)
V) Provision for others 0.17 0.15
vi) Provision for depreciation on investments (0.30) (1.07)
Total 49.10 6.93

Drawdown from Reserves

There has been no draw down from reserves during the year ended March 31, 2012 (for previous year ending March

31, 2011 drawdown from reserves were NIL)
Floating Provisions
The Bank has not made any floating provisions.

Market risk in trading book

Quantitative Disclosure (Basel |): (X in crore)

Sr.No. | Particulars 31.03.2012 31.03.2011
Capital requirements for:

a) Interest rate risk 57.21 11.08
b) Equity position risk 22.24 1.22
c) Foreign exchange risk 2.02

Concentration of Deposits, Advances, Exposures and NPAs

i)  Concentration of Deposits: (X in crore)
Particulars 31.03.2012 31.03.2011
Total Deposits of twenty largest depositors 1,480.93 319.90
Percentage of Deposits of twenty largest depositors to Total Deposits 31.48% 15.66%

ii) Concentration of Advances: (% in crore)
Particulars 31.03.2012 31.03.2011
Total Advances to twenty largest borrowers 1, 377.41 664.46
Percentage of Advances to twenty largest borrowers to Total Advances 33.13% 34.61%
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iii) Concentration of Exposures: (X in crore)
Particulars 31.03.2012 31.03.2011
Total Exposure to twenty largest borrowers/ customers 1,570.20 731.82
Percentage of Exposure to twenty largest borrowers/ customers to Total 27.84% 33.86%
Exposure of the Bank on borrowers/ customers

iv) Concentration of NPAs: (X in crore)
Particulars 31.03.2012 31.03.2011
Total Exposure to top four NPA Accounts 20.48 8.09

v) Sector wise NPA:

Sr.No. | Particulars NPA % to Total Advances to that sector
31.03.2012 31.03.2011

1 Agricultural and allied activities 0.34 1.45
2 Industry (Micro & Small, Medium and Large) 6.27 6.01
3 Services 2.26 2.06
4 Personal Loans 17.83 5.66
vi)  Movement of NPA: (% in crore)
Particulars 31.03.2012 | 31.03.2011

Gross NPAs as on 1st April (Opening Balance) 21.51 27.64

Additions (Fresh NPAs) during the year 18.13 4.85

Sub-total (A) 39.64 32.49

Less: (i) Up - gradations 0.16 4.02

(ii) Recoveries (excluding recoveries made from up-graded accounts) 6.23 6.78
(iii) Write - offs 0.14 0.18

Sub-total ( B) 6.53 10.98

Gross NPAs as on 31st March (closing balance) (A-B) 33.11 21.51
vii) Overseas Assets, NPAs and Revenue: (% in crore)
Sr.No. Particulars 31.03.2012 | 31.03.2011
1 Total Assets NIL NIL
2 Total NPAs NIL NIL
3 Total Revenue NIL NIL
viii) Off- Balance Sheet SPVs sponsored:

Name of the SPV sponsored
Domestic Overseas
NIL NIL

24. Description of nature of contingent liabilities is set out below

i) Claims against the Bank not acknowledged as debts:

These represent claims filed against the Bank in the normal course of business relating to various legal cases

currently in progress.
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i) Liability for partly paid investments:

These represent contingent liability on account of possible claims for uncalled amount by the issuer of the
securities held by the Bank.

iii) Liability on account of forward exchange contracts:

The Bank enters into foreign exchange contracts as well as currency swaps with inter-bank participants on its
own account and for the customers. Forward exchange contracts are commitments to buy or sell foreign currency
at a future date at the contracted rate. Currency swaps are commitments to exchange cash flows by the way
of interest/principal in one currency against another, based on pre-determined rates. The amount recorded as
contingent liability with respect to these contracts represents the underlying notional amounts of these contracts.

iv) Guarantees given on behalf of Constituents, Acceptances, Endorsement and other obligations:

As a part of its corporate banking activities, the Bank issues documentary credit and guarantees on behalf of
its customers. Documentary credits such as letters of credit enhance the credit standing of the customer of the
Bank. Guarantees generally represent irrevocable assurances that the Bank will make the payment in the event
of the customer failing to fulfill its financial or performance obligations.

v) Acceptances, endorsements and other obligations:

These include documentary credit issued by the Bank on behalf of its customers and bills drawn by the Bank’s
customers that are accepted or endorsed by the Bank.

vi) Other contingent items:
These include:
a. Commitments for settlement date accounting;
b. Amount of bills rediscounted by the Bank;

c. Demands raised by income tax and other statutory authorities, disputed by the Bank.

25. Bank has not issued any letter of comforts during the year.

26. Figures for the previous year have been regrouped/ rearranged wherever necessary.
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DISCLOSURES UNDER NEW CAPITAL ADEQUACY FRAMEWORK (BASEL Il) FOR THE YEAR ENDED 31 MARCH, 2012

. SCOPE OF APPLICATION:

The framework of disclosures applies to The Ratnakar Bank Ltd (hereinafter referred to as the Bank); a scheduled
commercial bank, incorporated on August 6, 1943. The Bank does not have any subsidiary nor does have any interest
in any insurance entity.

II.  CAPITAL STRUCTURE:

In line with the capital adequacy norms prescribed by Reserve Bank of India (RBI), capital funds are classified into Tier-
1 and Tier-2 capital. Tier-1 capital of the Bank consists of paid-up share capital, share premium, statutory reserves,
revenue and other disclosed free reserves. Tier-2 capital consists of revaluation reserves (at a discount of 55%),
general provisions and loss reserves.

Equity Capital:

The Bank has authorized share capital of ¥400.00 crore, comprising of 400,000,000 equity shares of ¥10 each.
As on March 31, 2012, the Bank has subscribed and paid up capital of ¥214.95 crore comprising of fully paid up
214,947,396 shares of T10 each.

The Bank has a strong capital base with Core (Tier 1) capital at 98.43% of total capital funds. As of March 31, 2012,
there is no Innovative Perpetual Debt Instruments (IPDI), Upper Tier Il bonds, Lower Tier Il bonds or Subordinated debt
issued and outstanding.

Quantitative Disclosures:

(T in crore)

Sr.No. Particulars 31-3-2012 31-3-2011
(a) Tier | Capital:

- Paid-up Share Capital 214.95 214.95

- Reserves 925.95 867.85

- Innovative instruments - -

- Less - Intangible Assets 0.74 -

- Less -Deferred Tax Assets 9.17 8.25

Total Tier -l Capital 1,130.99 1,074.55

(b) The total amount of Tier Il capital (net of deductions from Tier Il capital) 18.03 9.17
(c) Debt Capital instruments eligible for inclusion in Upper Tier Il capital

- Total amount outstanding NIL NIL

- Of which amount raised during the current year NIL NIL

- Amount eligible to be reckoned as capital funds NIL NIL
(d) Subordinated debt eligible for inclusion in Lower Tier Il capital

- Total amount outstanding NIL NIL

- Of which amount raised during the current year NIL NIL

- Amount eligible to be reckoned as capital funds NIL NIL
(e) Other deductions from capital, if any NIL NIL
(f) Total Eligible Capital 1,149.02 1,083.72

lll. CAPITAL ADEQUACY:

Regulatory capital assessment:

The Bank is subjected to Capital Adequacy guidelines stipulated by RBI. The Bank is required to maintain minimum
Capital Adequacy Ratio (CAR) of at least 9% under both Basel | and Basel Il on an ongoing basis and a Tier-1 CAR
of 4.5% and 6% respectively. As on March 31, 2012, minimum capital for credit and market risk should be higher of
minimum capital requirement as per Basel Il or 80% of the minimum capital required to be maintained as per Basel I.
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In line with RBI guidelines, Bank has adopted Standardised Approach for Credit Risk, Standardised Duration Approach
for Market Risk and Basic Indicator Approach for Operational Risk while computing CAR as per Basel Il.

For the year ended March 31, 2012, CAR of the Bank is well above regulatory minimum requirement of 9%.

Assessment of adequacy of Capital to support current and future activities:

In line with RBI guidelines under Pillar 2 of Basel Il framework, the Bank has put in place Internal Capital Adequacy
Assessment Policy (ICAAP) to evaluate and document all risks and substantiate appropriate capital allocation for not
only risks identified under Pillar 1 but for the ones identified under Pillar 2 as well. An ICAAP document is prepared on
an annual basis to include the capital adequacy assessment and projections of capital requirement for ensuing year,
along with the plans and strategies for meeting the same.

ICAAP enables the Bank to ensure the adequacy of capital to take care of the future business growth so that the
minimum capital required is maintained on a continuous basis and also at the times of changing economic conditions/
economic recession.

The Board of Directors of the Bank reviews capital adequacy position of the Bank on a quarterly basis.

Basel Il norms:

In order to strengthen the resilience of the banking sector to potential future shocks, together with ensuring adequate
liquidity in banking system, the Basel Committee on Banking Supervision (BCBS) issued Basel Il proposals in December
2010. Reserve Bank of India (RBI) also came with guidelines on Basel I capital regulations in May 2012. The guidelines
would become effective from January 01, 2013 in a phased manner and will be fully implemented by March 31, 2018.

The Bank believes that its current robust capital adequacy position, adequate headroom currently available to raise
capital, demonstrated track record for raising capital and adequate flexibility in its balance sheet structure and business
model will enable it to comply with the Basel lll norms.

Quantitative Disclosures:

A summary of Bank’s capital requirement for credit, market and operational risk along with CAR as on March 31,
2012 is presented below:

( in crore)
Sr.No. | Particulars 31-03-2012 31-03-2011
(a) Capital requirements for Credit risk:
- Portfolios subject to standardised approach 352.14 153.17
- Securitisation exposures 9.02 -
(b) Capital requirements for Market risk:
Standardised duration approach
- Interest rate risk 42,11 8.64
- Foreign exchange risk (including gold) 2.02 -
- Equity risk 19.77 1.09
(c) Capital requirements for Operational risk:
- Basic indicator approach 20.70 10.02
(d) Total Capital Adequacy Ratio (%) 23.20 % 56.41%
Tier-1 Capital Adequacy Ratio (%) 22.83 % 55.93%

CREDIT RISK- GENERAL DISCLOSURES:
Policy and Strategy for Credit Risk Management:

Credit Risk is defined as the probability of losses associated with reduction in credit quality of borrowers or counterparties
leading to non-payment of dues to the Bank. In the Bank’s portfolio, losses arise from default due to inability or
unwillingness of a customer or counterparty to meet commitments in relation to lending, trading, settlements, or any
other financial transaction.
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The Bank has put in place Commercial Credit Policy, Lending policy, Investment Policy, Recovery Policy, Risk Management
Policy, Policy on Credit Risk Mitigation Techniques and Collateral Management duly approved by the Board whereby
credit risk can be identified, quantified and managed within the framework that is considered consistent with the scale,
size of business and risk appetite of the Bank. These policies prescribe various methods for credit risk identification,
measurement, grading, monitoring, reporting, risk control/ mitigation techniques and management of problem loans/
credit.

Credit Risk Management is ensured through following initiatives:
e Arigorous control framework from which only authorized departures are permitted;

e Clear, agreed roles and responsibilities;

e Qualified, experienced and well-motivated personnel;

* A predetermined credit risk measurement and monitoring methodology;
e Consistent reporting and relevant MIS;

* Astatement of operating principles;

* Robust systems, applications and data warehousing architecture.

Organizational Structure for Credit Risk Management function:

The organizational structure of the Bank for Credit Risk Management function has the Board of Directors at the apex
level that maintains overall oversight on the management of risks. The Risk Management Committee of Board (RMCB)
devises policy and strategy for integrated risk management which includes credit risk. RMCB approves the Bank’s credit
policies, prudential exposure limits, business segments, credit assessment and approval system, margin and collateral
management, credit documentation, credit pricing framework, credit administration and monitoring system, non-
performing assets management policy, credit risk management system and exception management. At operational level,
Management Credit Committee (MCC) will be responsible for operationalizing the credit policy and implementing credit
framework.

Credit risk measurement, mitigation, monitoring and reporting systems:

Credit Appraisal System:
A credit proposal involves a rigorous credit appraisal process before it is recommended for sanction. Credit proposal is
examined in depth to evaluate credit worthiness and credit requirement and credit facility is sanctioned accordingly. The

appraisal involves assessment of various types of risks such as management risk, industry and business risk, financial
risk etc.

Credit Rating Framework:

At present credit risk is assessed through credit rating at the individual level and through risk weighting of assets at the
portfolio level and capital is maintained based on risk weights. The Bank has implemented a Credit Rating framework
in order to differentiate borrowers by risk exposure. Rating is mandatory for all funded as well as non-funded facilities,
irrespective of tenor.

Besides, External Bank Loan Rating (BLR) is also being mandated for facilities greater than I5 crore. For facilities less
than X5 crore, the Bank encourage borrowers to seek external credit rating.
Credit Documentation:

The objective of credit documentation is to clearly establish the debt obligation of borrower to the Bank. In most cases,
standardized sets of documents are used as applicable, depending upon the type of credit facilities and the borrower
entity.

Delegation of powers :

The Bank has adopted ‘Four Eyes’ principle for credit approval. The principle dictates that generally at least two people
must create, examine and approve credit proposal. Most of the loan proposals require Joint Signature Approvals (JSA).
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This helps to avoid credit approval based on judgement of one functionary alone, ensures compliance and reduces risk
from errors and prejudices.
Post Sanction Monitoring;:

The Bank has evolved a process to ensure end-use of funds is for the purpose for which credit limits are sanctioned.
Further, it is ensured that the security obtained from borrowers by way of hypothecation, pledge, etc. are not tampered
with in any manner and are adequate.

Early Warning System (EWS):

The Bank follows EWS for early identification of problem loans. EWS works on the basis of various predefined symptoms.
The accounts under ‘watch list category’ involve high risk and are monitored very closely by Relationship Managers (RMs)
and Special Mention Assets (SMA) Group/ Credit Administration Department (CAD).

Review/ Renewal of Loans:

After a credit is granted, proper follow-up and review is made on a frequent basis. All funded and non-funded facilities
granted to a customer are reviewed at least once a year or at earlier intervals, if considered appropriate. Besides, between
two annual reviews, mid-term review is stipulated for watch list/ provisioned accounts.

Credit Portfolio Analysis:

Credit portfolio analysis is carried out to review entire credit portfolio of the Bank to monitor growth, distribution,
concentration, quality, compliance with RBI guidelines and policies of the Bank, accounts under watch list category etc.
The same is monitored/ reviewed by Board/ RMCB.

Non-performing Assets (NPA):
An asset, including a leased asset, becomes non-performing when it ceases to generate income for the Bank.

A non-performing asset (NPA) is a loan or an advance where:

i) Interest and/ or installment of principal remain overdue for a period of more than 90 days in respect of a term loan.
Any amount due to the bank under any credit facility is ‘overdue’ if it is not paid on the due date fixed by the bank.

i)  The bill remains overdue for a period of more than 90 days in the case of bills purchased and discounted;

iii) Installment of principal or interest thereon remains overdue for two crop seasons for short duration crops, and one
crop season for long duration crops;

iv) The account remains ‘out of order’ in respect of an Overdraft/ Cash Credit (OD/ CC). An account is treated as ‘out of
order’ if:
a. the outstanding balance remains continuously in excess of the sanctioned limit/ drawing power; or
b. where outstanding balance in principal operating account is less than sanctioned limit/ drawing power, but

there are no credits continuously for 90 days as on the date of balance sheet or credits are not enough to cover
interest debited during the same period;

v) The regular/ ad hoc credit limits have not been reviewed/ renewed within 180 days from the due date/ date of ad
hoc sanction;

vi) Drawings have been permitted in working capital account for a continuous period of 90 days based on drawing power
computed on the basis of stock statements that are more than 3 months old even though the unit may be working or
the borrower’s financial position is satisfactory;

vii) Bank guarantees/ Letter of Credits devolved on the Bank which is not reimbursed by the customer even after 90 days
from the date of payment;
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viii) Aloan for an infrastructure/ non-infrastructure project will be classified as NPA during any time before commencement
of commercial operations as per record of recovery (90 days overdue), unless it is restructured and becomes eligible
for classification as ‘standard asset’;

ix) Aloan for an infrastructure (/ non-infrastructure) project will be classified as NPA if it fails to commence commercial
operations within 2 years (/ 6 months) from original date of commencement of commercial operations, even if it is
regular as per record of recovery, unless it is restructured and becomes eligible for classification as ‘standard asset’.

X)  The amount of liquidity facility remains outstanding for more than 90 days, in respect of a securitization transaction;
xi) In respect to derivative transactions, the overdue receivables representing positive mark-to-market value of a
derivative contract, if these remain unpaid for a period of 90 days from the specified due date for payment.

Non- performing Investments (NPI):
NPI is one where:

i) Interest/ installment (including maturity proceeds) is due and remains unpaid for more than 90 days;
i)  The fixed dividend is not paid in case of preference shares;

iii) In case of equity shares, in the event investment in shares of any company is valued at Re. 1 per company on account
of non-availability of latest balance sheet in accordance with RBI instructions;

iv) If any credit facility availed by the issuer is NPA in the books of the Bank, investment in any of the securities issued
by the same issuer would be treated as NPI and vice versa;

v) The investments in debentures/ bonds which are deemed to be in the nature of advance would also be subjected to
NPI norms as applicable to investments.

Quantitative Disclosures:
(a) Total gross credit risk exposures*, Fund based and Non-fund** based separately:

(Z in crore)
Category 31-3-2012 31-3-2011
Fund Based 5937.57 2,791.60
Advances 4,156.99 1,919.83
Investment in Banking book 1,051.29 44798
All other Assets 729.29 423.79
Non-Fund Based 439.66 105.02
Total 6,377.23 2896.62
* Represents book value as on 31st March;
** Guarantees given on behalf of constituents, Acceptances, Endorsements and other Obligations.
(b) Geographic distribution of exposure*, Fund based and Non- fund** based separately:
(Z in crore)
31-3-2012 31-3-2011
Category Domestic Overseas Total Domestic Overseas Total
Fund Based 5,936.07 1.50 5,937.57 2791.60 - 2,791.60
Non-Fund Based 438.46 1.20 439.66 105.02 - 105.02
Total 6,374.53 2.70 6,377.23 2896.62 - 2,896.62

* Represents book value as on 31st March;

** Guarantees given on behalf of constituents, Acceptances, Endorsements and other Obligations.
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(% in crore)
Sr. No. 31-3-2012 31-3-2011

Industry Classification Fund Based | Non-Fund Based Fund Based | Non-Fund Based

1| Iron and steel 108.89 0.14 50.87 -

2 | Other Metal and Metal Products 48.72 - 3.05 -

3 | All engineering 44.05 0.65 76.58 0.47

3.1 | Of which Electronics 1.40 - 2.62 -

4 | Electricity 56.19 - 1.42 -

5 | Cotton Textiles 41.05 1.03 9.71 -

6 | Other Textiles 126.04 14.73 58.16 0.01

7 | Sugar 150.35 1.00 - -

8| Tea 0.05 - - -

9 | Food Processing 71.90 6.17 63.61 0.18

10 | Vegetable Oil and Vanaspati 101.05 0.18 0.61 -

11 | Paper and Paper Products 60.59 - 2.92 -

12 | Rubber and Rubber Products 25.74 - 78.49 -

13 | Chemicals, Dyes, Paints, etc. 190.48 4.62 127.30 10.66

13.1 | Of which Drugs and Pharmaceuticals 130.09 4.26 115.92 -

14 | Cement 47.56 6.76 191 0.09

15 | Gems and Jewellery 17.94 26.00 0.87 -

16 | Construction 373.08 66.80 14.62 27.84

17 | Automobiles including trucks 20.83 - 0.43 5.80

18 | Computer Software 40.18 - 37.04 -

19 | Infrastructure 95.45 189.61 31.95 28.87

19.1 | Of which Power 76.87 58.40 27.10 -

19.2 | Of which Telecommunications 0.02 119.80 - -

20 | NBFC’s 304.77 - 96.54 -

21 | Trading 282.06 67.20 94.22 0.69

22 | Other Industries 931.67 23.86 153.87 1.28

23 | Residual exposures to balance the total 1,018.35 30.91 1,015.67 29.13
exposure

Total 4,156.99 439.66 1,919.83 105.02

As on March 31, the Bank’s exposure to the industries stated below was more than 5% of the total gross credit exposure

(advance):

Sr. No. Industry classification Percentage of the total gross credit exposure

31-3-2012 31-3-2011
1. Construction 9.57% 2.10%
2. Trading 7.60% 4.69%
3. NBFC’s 6.63% 4.77%
4. Infrastructure 6.20% 3.00%
5. Chemicals, Dyes, Paints, etc. 4.24% 6.81%

* Represents book value as on 31st March;

** Guarantees given on behalf of constituents, Acceptances, Endorsements and other Obligations.
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(Zin crore)
Maturity bucket Cash, balances with RBI and Investments Advances Other assets including fixed
other banks assets
1 day 115.18 105.00 88.57 0.00
2to 7 days 286.32 191.89 77.20 5.69
8 to 14 days 3.20 19.94 95.91 2.81
15 to 28 days 9.88 24.83 112.16 0.00
29 days to 3 months 15.91 536.65 558.28 713
3 to 6 months 25.62 87.24 263.10 494
6 to 12 months 45.55 31.58 570.13 12.62
1 to 3 years 78.65 227.71 1260.58 24.31
3 to 5 years 3.11 223.76 400.95 5.75
Over 5 years 2.70 885.24 705.39 89.86
Total 586.12 2333.83 4132.27 153.11
As on 31-03-2011
(Z in crore)
Maturity bucket Cash, balances with RBI and Investments Advances Other assets including fixed
other banks assets
1 day 61.04 0.00 26.89 7.65
2 to 7 days 74.88 101.03 37.22 0.16
8 to 14 days 5.73 24.90 64.36 0.41
15 to 28 days 14.86 55.46 72.29 0.00
29 days to 3 months 58.94 192.99 337.57 1.14
3 to 6 months 33.35 10.72 106.53 0.38
6 to 12 months 38.84 39.13 395.35 6.25
1 to 3 years 57.62 58.93 436.11 10.13
3to 5years 3.46 94.42 218.45 2.99
Over 5 years 1.46 314.90 210.40 52.75
Total 350.18 892.48 1,905.17 81.86
(e) Non-Performing Assets (NPA):
(Z in crore)
Sr. No. | Particulars 31-3-2012 31-3-2011
(a) Amount of NPAs (Gross) 33.11 21.51
- Substandard 16.38 5.73
- Doubtful 1 3.25 5.46
- Doubtful 2 5.00 1.40
- Doubtful 3 2.94 4.76
- Loss 5.54 4.16
(b) Net NPAs 8.39 6.89
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(contd. Non-Performing Assets)

Sr. No. | Particulars 31-3-2012 31-3-2011
(c) NPA ratios
- Gross NPAs to gross advances 0.80% 1.12%
- Net NPAs to Net advances 0.20% 0.36%
(d) Movement of NPAs (Gross)
- Opening balance 21.51 27.64
- Additions 18.13 4.85
- Reductions 6.53 10.98
- Closing balance 33.11 21.51
(e) Movement of provisions for NPAs
- Opening balance 14.62 16.28
- Provisions made during the period 12.08 3.84
- Write-off - -
- Write-back of excess provisions 1.98 5.50
- Closing balance 24.72 14.62

(f)  NPland movement of provision for depreciation of NPIs:

(Zin crore)

Sr. No. | Particulars 31-3-2012 31-3-2011
(a) Amount of Non- Performing Investments 2.29 2.29
(b) Amount of provisions held for Non- Performing Investments 2.29 2.29
(c) Movement of provisions for depreciation on investments

- Opening balance 2.59 3.66

- Provisions made during the period - 1.34

- Write-off - -

- Write-back of excess provisions 0.30 2.41

- Closing balance 2.29 2.59

CREDIT RISK: DISCLOSURES FOR PORTFOLIOS SUBJECT TO THE STANDARDISED APPROACH:
Ratings used under Standardized Approach:

As stipulated by RBI, the Bank makes use of ratings assigned by Eligible Credit Assessment Institutions (ECAI'S) namely
CARE, CRISIL, FITCH (India), and ICRA for domestic counterparties. The Bank reckons external ratings on the exposure for
risk weighting purposes, if the external rating assessment complies with the guidelines stipulated by RBI.

Types of exposures for which each agency is used:

The Bank has used the solicited ratings assigned by the above approved credit rating agencies for all eligible exposures,
both on balance sheet and off balance sheet, whether short term or long term, in a manner permitted in the RBI guidelines.
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Process used to transfer public issue ratings onto comparable assets in banking book:
Key aspects of the Bank’s external ratings application framework are as follows:
1. The Bank uses only those ratings that have been solicited by the counterparty;

2. The Bank ensures that the external rating of the facility/ borrower has been reviewed at least once by the ECAI during
the previous 15 months and is in force on the date of its application;

3. Where the facility provided by the Bank possesses rating assigned by approved ECAI, the risk weight of the claim is
based on this rating;

4. The Bank also reckons external rating at the borrower (issuer) level as follows:

a. Where the Bank invests in a particular issue that has an issue specific rating, the risk weight of the claim is
based on this assessment;

b. When a borrower is assigned a rating that maps to a risk weight of 150%, then this rating is applied on all
unrated facilities of the borrower;

c. Unrated short term claim on counterparty is assigned a risk weight of at least one level higher than the risk
weight applicable to the rated short term claim on that counterparty;

Quantitative Disclosures:

For exposure amounts after risk mitigation subject to the standardised approach, amount of a Bank’s outstandings
(rated and unrated) in the following three major risk buckets as well as those that are deducted:

(% in crore)
Particulars 31-3-2012 31-3-2011
- Below 100% risk weight 3330.31 1553.89
- 100% risk weight 2994.44 1288.49
- More than 100% risk weight 187.75 54.23
- Credit Risk Mitigants (CRM) Deducted 280.72 164.29

VI. CREDIT RISK MITIGATION: DISCLOSURES FOR STANDARDISED APPROACHES:

Policies and processes:

In line with RBI guidelines, the Bank has put in place Board approved ‘Policy on Credit Risk Mitigation Techniques and
Collateral Management’. Objectives of the policy are to:

- strengthen Credit Risk Mitigation Techniques;
- encourage accepting collaterals that can be easily liquidated;
- ensure that ‘Credit Risk Mitigation’ techniques do not increase other risk such as legal, operational, liquidity and
market risk.
Policy addresses Bank’s approach to credit risk mitigation for computation of capital requirement. Collaterals used by the
Bank as credit risk mitigants comprise of financial collaterals where the Bank has legally enforceable netting arrangement,
involving specific lien.

The Bank has also put in place Commercial Credit Policy duly approved by the Board. The policies lay down the types

of securities normally accepted by the Bank for lending, and administration/ monitoring of such securities in order to
safeguard/ protect the interest of the Bank so as to minimize the risk associated with it.
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Credit Risk Mitigation:

In line with RBI guidelines, the Bank uses comprehensive approach for credit risk mitigation. Under this approach, the
Bank reduces its credit exposure to the counterparty when calculating its capital requirements to the extent of risk
mitigation provided by the eligible financial collateral as specified.

Main types of collateral taken by Bank:

Bank uses various collaterals financial as well as non- financial, guarantees and credit insurance as credit risk mitigants.
The main collaterals include bank deposits, NSC/ KVP/ LIC, plant and machinery, Book debts, residential and commercial
mortgages, vehicles and other movable properties. All collaterals are not recognised as credit risk mitigants under the
standardised approach. The following are the eligible financial collaterals which are considered under standardised
approach.

- Fixed Deposit receipts issued by the Bank;

- Securities issued by Central and State Governments;

- Kisan Vikas Patra (KVP) and National Saving Certificate (NSC) provided no lock-in period is operational and that can
be encashed within the holding period;

- Life Insurance Policies (LIC) with declared surrender value of an insurance company which is regulated by an
insurance sector regulator;

Main type of guarantor counterparties:

Wherever required the Bank obtains personal or corporate guarantee as an additional comfort for mitigation of credit risk
which can be translated into a direct claim on the guarantor which is unconditional and irrevocable. The creditworthiness
of the guarantor is normally not linked to or affected by the borrower’s financial position.

Concentration Risk in Credit Risk Mitigants:
The Bank has no risk of concentration of credit risk mitigants as most of the CRM are term deposits placed with the Bank.

Quantitative Disclosures:

(% in crore)
Sr.No. | Particulars 31-3-2012 | 31-3-2011
1. Total Exposure (on and off balance sheet) covered by eligible financial collateral 280.72 164.29
after application of haircuts
2. Total Exposure (on and off balance sheet) covered by guarantees/ credit 24.50 NIL
derivatives

SECURITISATION EXPOSURES: DISCLOSURE FOR STANDARDISED APPROACH:

In respect of securitization transactions, the Bank’s role is limited as an investor. The outstanding value of securitized
exposure as on March 31, 2012 was ¥151.21 crore. The Bank monitors market risk on the securitization exposures mainly
through daily calculation of mark-to-market measure. In respect of credit risk, the risk weighted assets are calculated
based on applicable external rating as per regulatory guidelines.
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Quantitative Disclosures:

Banking Book:

(Z in crore)
Sr.No. | Particulars 31-03-2012 31-03-2011
1. Total amount of exposures securitised by the Bank NIL NIL
2. For exposures securitised, losses recognized by NIL NIL
the Bank during the current period
3. Amount of assets intended to be securitised within NIL NIL
ayear
4, Of (3), amount of assets originated within a year NIL NIL
before securitisation
5. Total amount of exposures securitised and NIL NIL
unrecognised gain or losses on sale by exposure
type
6. Aggregate amount of:
On balance sheet securitisation exposures retained | Securities (PTC) purchased with o/s NIL
or purchased broken down by exposure type $132.01 crore, backed by pool of micro-
finance loans
Off balance sheet securitisation exposures NIL NIL
7. Aggregate amount of:
. . . (% in crore)
Securitisation exposures retained or purchased Risk Weight Exposure | Capital Charge NIL
and the associated capital charges, broken down | [geiow 100% 63.70 287
between exposures and different risk weight | [ 100% 68.31 6.15
bands. More than 100%
8. Exposures that have been deducted entirely from NIL NIL
Tier | capital, credit enhancing |/ Os deducted from
total capital, and other exposures deducted from
total capital (by exposure type)
Trading Book:
(Z in crore)
Sr.No. | Particulars 31-03-2012 31-03-2011
1 Aggregate amount of exposures securitised by NIL NIL
the Bank for which the Bank has retained some
exposures and which is subject to market risk
approach, by exposure type
2 Aggregate amount of:
On balance sheet securitisation exposures | Securities (PTC) purchased with market NIL
retained or purchased broken down by | value ¥19.20 crore, backed by pool of
exposure type micro-finance loans.
NIL NIL
Off balance sheet securitisation exposures
(contd.)

84 | Transforming to Deliver



Katnakar Kank &3

(contd. Trading Book)
Sr.No. | Particulars 31-03-2012 31-03-2011

3 Aggregate amount of securitisation exposures
retained or purchased separately for:

Securitisation exposures retained or purchased | ¥19.20 crore NIL
subject to Comprehensive Risk Measure for

Specific Risk

Securitisation exposures subject to the || ®iin crore) NIL
securitisation framework for specific risk | LRisk Weight Exposure

Below 100% 19.20
100%
More than 100%

broken down into different risk weight bands

4 Aggregate amount of:

Capital requirements for securitisation (R in crore) NIL
exposures, subject to the securitisation ||RiskWeight Specific Risk Capital Charge

framework broken down into different risk ||Eeow 100% 0.86

. 100%
weight bands
More than 100%
Securitisation exposures that are deducted NIL NIL

entirely from Tier | capital, credit enhancing
I/ Os deducted from total capital, and other
exposures deducted from total capital (by
exposure type)

VIill. MARKET RISK IN TRADING BOOK:
Policy and Strategy for Market Risk Management:

Bank defines market risk as the risk of adverse movement in mark-to-market value of trading portfolio due to movements
in market variables such as interest rates, foreign exchange rates, equity prices etc. Bank’s exposure to market risk
arises from investment in trading book (AFS & HFT category). Under market risk management, liquidity risk, interest
rate risk, equity price risk and foreign exchange risk are monitored.

Market Risk is managed in accordance to the Board approved Investment Policy, Risk Management Policy, Asset
Liability Management (ALM) Policy, Equity Investments Policy, Foreign Exchange Policy. The policies lay down well-
defined organisation structure for market risk management functions and processes whereby the market risks carried
by the Bank are identified, measured, monitored and controlled.

Organization Structure for Market Risk Management function:

The organizational structure of the Bank for Market Risk Management function has the Board of Directors at the apex
level that maintains overall oversight on management of risks. The Risk Management Committee of Board (RMCB)
devises policy and strategy for integrated risk management which includes market risk. At operational level, Asset
Liability Management Committee (ALCO) monitors management of market risk. The main functions of ALCO include
balance sheet planning from a risk return perspective including the strategic management of interest rate risk and
liquidity risk.
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Risk reporting, measurement, mitigation and monitoring systems:

Exposure Limits:

The Bank has put in place various prudential limits for Market Risk Management such as financial benchmarks, entry
level ratings for investment, operations in various market segments, and limits for maturity, issuer wise, single party
exposure, industry wise exposure, modified duration, stop loss, day light limit, net overnight open position limits, Value at
Risk (VaR) etc. The risk limits are monitored across different levels of the Bank on an ongoing basis.

Liquidity Risk Management:

¢ Gap analysis based on residual maturity/ behavioural pattern of assets and liabilities as prescribed by RBI;

*  Monitoring of prudential (tolerance) limits set for different residual maturity time buckets for efficient asset liability
management;

e Shortterm Dynamic Liquidity Statement is used to monitor the Bank’s short term liquidity position on a dynamic basis
in a time horizon spanning 1-90 days. Short term liquidity profile is estimated on the basis of business projections
and other commitments;

*  Monitoring of Large Deposits and Loans on a continuous basis;
*  Review of various liquidity ratios by ALCO.

Interest Rate Risk Management:

* Gap Analysis of rate sensitive assets and rate sensitive liabilities and monitoring of prudential (tolerance) limits
prescribed.

e Duration Gap Analysis framework is in place for management of interest rate risk. The Bank estimates and monitors
Earnings at Risk (EaR) and Modified Duration Gap (MDGap) periodically against adverse movement in interest rates
for assessing impact on Net Interest Income (NIl) and Market Value of Equity (MVE). EAR and MVE thresholds have
been prescribed and monitored/ reviewed by ALCO.

Equity Price Risk Management:

The Bank’s Equity Investment Policy contains the limits on exposure to capital market, stop loss limits for management of
equity price risk. Equity Investment Committee of executives is constituted to take decisions of investment/ dis-investment.

Foreignh Exchange Risk Management:

The Bank’s Forex Policy prescribes various limits on dealing, aggregate gap, day light limit, overnight open position limit,
stop loss, Value at Risk (VaR) etc. for management of foreign exchange risk. These risk limits are monitored across
different levels of the Bank.

Portfolios covered by Standardised Approach :

Trading book portfolio (investments under Held for Trading (HFT) and Available for Sale (AFS)) is covered by standardised
approach. Bank has put in place a system for calculating capital charge for market risk in trading portfolio as per RBI

guidelines viz. Standardised Duration Approach.

Capital requirement for:

(% in crore)
Particulars 31-3-2012 31-3-2011
Interest Rate Risk 4211 8.64
Equity Position Risk 19.77 1.09
Foreign Exchange Risk 2.02 -
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IX. OPERATIONAL RISK:
Policy and Strategy for Operational Risk Management:

Bank defines operational risk as the risk of loss resulting from inadequate or failed internal processes, people and
systems or from external events. Operational risk includes legal risk but excludes strategic and reputational risk. The Bank
faces Operational Risk due to its exposure to potential errors, frauds, or unforeseen catastrophes resulting in unexpected
losses in the course of business activities.

Operational Risk is managed in accordance with the Board approved Risk Management Policy. Other policies adopted
by the Bank which deal with management of operational risk are Information Technology Policy, Policy on Know Your
Customer and Anti Money Laundering, Vigilance Policy, Policy of detection, reporting, classification and closure of frauds,
Policy on Outsourcing of Financial Services.

Organizational Structure for Operational Risk Management function:

The organizational structure of the Bank for Operational Risk Management function has the Board of Directors at the apex
level that maintains overall oversight of management of risks. The Risk Management Committee of Board (RMCB) devises
policy and strategy for integrated risk management which includes operational risk. At operational level, Operational Risk
Management Committee (ORMC) monitors management of operational risk. The main functions of ORMC are to monitor
and ensure appropriateness of operational risk management and recommend suitable control measures for mitigating
the same.

Risk reporting, measurement, mitigation and monitoring systems:

¢ Manual of Instructions - Bank has put in place manuals on all important functional areas viz. manual on Deposits,
Commercial Credit, Advances, Treasury, IT roles and responsibilities etc. covering entire gamut of business and
are circulated among all concerned. Amendments and modifications to these guidelines are implemented through
circulars sent to all the offices.

* Insurance cover has been obtained for major potential operational risk losses.

¢ Risk Measurement - The level and direction of operational risk is assessed using risk profile templates prescribed by
RBI on quarterly basis and reviewed by Board and RMCB.

Approach for Operational Risk capital assessment:

In accordance with RBI guidelines, the Bank has adopted Basic Indicator Approach (BIA) for computation of capital charge
for operational risk.

X. INTEREST RATE RISK IN THE BANKING BOOK (IRRBB):
Policy and Strategy for Interest Rate Risk Management:

Interest rate risk in banking book represents the Bank’s exposure to adverse movements in interest rates with regard
to its non-trading exposures. Interest rate risk is measured by doing a gap analysis as well as factor sensitivity analysis.
Bank holds assets, liabilities with different maturity and linked to different benchmark rates, thus creating exposure to
unexpected changes in the level of interest rates in such markets.

Interest Rate Risk is managed in accordance to the Board approved Asset Liability Management (ALM) Policy, Risk
Management Policy. The policies lay down well-defined organisation structure for interest rate risk management functions
and processes whereby the interest rate risks carried by the Bank are identified, measured, monitored and controlled.

Organization Structure for Interest Rate Risk Management function:

The organizational structure of the Bank for Interest Rate Risk Management function has the Board of Directors at the
apex level that maintains overall oversight of management of risks. The Risk Management Committee of Board (RMCB)
devises policy and strategy for integrated risk management which includes interest rate risk. At operational level, Asset
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Liability Management Committee (ALCO) monitors management of interest rate risk. The main functions of ALCO include
balance sheet planning from a risk return perspective including the strategic management of interest rates and liquidity
risks.

Risk reporting, measurement, mitigation and monitoring systems:

*  Gap Report - Gap or mismatch risk is calculated by calculating gaps for interest rate sensitive assets, liabilities and
off-balance sheet positions in different time buckets.

e Earnings perspective - Based on the gap report, Earnings at Risk (EaR) approximates the impact of an interest rate/
re-pricing shock for a given change in interest rate on the net interest income (difference between total interest
income and total interest expense) over a one year horizon.

*  Economic value perspective - As against the earnings approach, interest rate risk is monitored based on the present
value of the Bank’s expected cash flows. A modified duration approach is used to ascertain the impact on interest
sensitive assets, liabilities and off-balance sheet positions for a given change in interest rates.

Nature of IRRBB and Key assumptions:
* Interest rate risk is measured by using Earnings Perspective and Economic Value Perspective method.

* The distribution into rate sensitive assets and liabilities under Interest Rate Sensitivity Statement, Coupons, Yields
are as prescribed in ALM policy of the Bank.

* Non-maturity deposits (current and savings) are classified into appropriate buckets according to the study of
behavioural pattern. In case of these deposits, volatile portion is classified into ‘1-28 Days’ time bucket and remaining
core portion into ‘1-3 years’ time bucket.

Quantitative Disclosures:

Increase (decline) in earnings and economic value (or relevant measure used by management) for upward and downward
rate shocks according to management’s method for measuring IRRBB.

Earnings Perspective:

(% in crore)
Interest rate shock 31-3-2012 | 31-3-2011
1% change in interest rate for 1 year 3.53 6.44
Economic Value Perspective:
(% in crore)
Interest rate shock 31-3-2012 | 31-3-2011
200 basis point shock 76.52 21.62
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To provide convenience to our stakeholders, we have translated sections 3-11
of the Annual Report in marathi language.

The Marathi language section begins hereon:
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RO G MY FRIRAT MU0 AT SobeaT GO AETedT qrd
XA, AGEN TMEHMT IH AT SUIATHRAT e Faq™T
38 e JAT oMK R SHUIRNITGT TR 3N
ITHRAT B! IcUTG T TAS & BRI I 38,

T 2099-9R ALY T BT Yoo A Ml 1R,
o fdhd qEIDHRAT g6 DM A AeRITERET
T B IMRT IUEH, SSRGS b IS UiSded,
JAT Y& BRI 3T

IUTED Polid AGEATIT
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TAMY 9.9 T g0 0.¢0 THb R e TIY 0.3§
THFP IO 0,30 TID AP W AT 318, Holtd [GdbNS
AT AT D T A1 AT G FRISH TS 8
T FS S, dbd] AL ATffep AT UTeeT S
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IMEFHM RSS! Bot

Jora faft FHEeEE @R Sxfdvear g8 sRTEdmH
AT DHolidrs dobl AN F& IS 318, R GIRom
S ATHIT/ F7eret ATTTclss &Y ST, odl, eRcH 9 9Reh
AT TR qUf UT 8T T8, e fdeam o7e &,
THUT BIHHEITIT o THD I [ARRT AaT gRIAvT G
qIGT FET TR, AT T AN SebT 3N fobaT A1, ATGEA
d GRS UREg 3RIT I7 AR UIRIuaRISHaT Ut
HFHIIU TIR BT 3ME. AR GRU Ui 'S
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FATTEY AR Q0T 3TTedt M. et AFior 9 fomeret
AEHEG UG HRigAdS At agT AT BrEe
SEIEEICIRV EIECINIC A CR I ol R oSG EEEa |
TSB! ot AR FPeMEThd BT HRuaTd I 3RIF Jd 9
qRTTd Al dot, e aot, AT SUSROTRATSTAT doot, ATRILTR
IS, M-S RS dot, a1 R I8, 7egq
3T G&H FAARITBINT fSA3es! ot AT ST SRTEIDI
fchean derted Brar.

AT 2099-92 T TNl U SRR IEIE S
gf e 3RTT TERTY TRBRY U Foifd T 09.¢3 DI
JETE T 30,54 PICI AP Poided Hod YUl o 3R,

T Ut &=TaRal fXBa! dof T Yoo.9% HIeao
A 39, 2092 AN ¢38.03 DIET G M. IR AT
SATHRAT IRTSS 80 TIRAT IEIT S $3.8%8 TaP 3D
FHotdTey FHo Ui dhes 3MTe. 1T Sdidst aIeumed SR
HHMRA ST M. AT Hormed A 3Mffes aufza goia
903 TIH D! ITAD! dTE FTAI ST TR AT Pof T
894,20 PICT FAD! A 3Med. AT BTG SRISS ¢

CTRITS TEIT Fbl 9.2 TTD 3P DoidIey Ho AT

s 3TTe.

SIS T SG eI STHTIAT STUBFbIEIT 9,0%,%%Y
I BB Bt T V8 DICT 3MMed. TR FARKIIS
e T 99.8Y PICHAT ST IE O DI ARMIRAT RY.00
TIP IADT TR,

Jovedn fafdy srasiie fvmrar wfed
do1 | 090 HEY Bl dddedl Rl gEis
ACATGHE, dbd TIIGR, HHANRT g ANERS IJiedT GEH
I N IRATT GRUI, FAS HHAN i 3T TEpiea
TSI UTEH ol g FI8R aTerd I 37T AT 3778
STRATGAT!, Fobr TIeIT TRATTT ACATATENS FgATN
T UR %hes 3RIT W9 TSR IchT WAl B3l AR,
qTRM SR HHRT BosedT Pral [AuFTar AT

JSSHHTO:
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P! IfITE AR B dhid HRoATeAT GEF, HIS ST
TE, AT T g WON / Ao FedT I7 R
S U AR 9T 51 g5 st TR, AT favImTrean
Terhgd fFasd et AteHdr, <uft, AF-Hhe faemd
ITeRIER Yoo YR HaT Jrar qui 3MTerd] AR Hal
Sl J93, 36T g SRR A 31eM TR gat Bet 3R
I Io9 Suied] ARG Safdd FHEYT 37T 3T
TR TCM TR IPHE WA Bel 3N, b JU 99
TS RIS 3RIA AT AT I ISTIE TSR T,
ITIERISR FEATIT AT el IiaT FHEST TR,

pHfdfare i

RG], FeR fIYFT A8 JTeH™T g U o fHssfqud
T 9 FAhT FE SUANTIT 0T JIRGT ST 3R

U IUGa UIChIT3N FeU fIiRia aoredr gE affor
fIGRABT BB T8 KT AR ot FIAhT SUed DHo-
QUBRAT, fSSTRT JebIT &1 QUiD AT AR T8 Belosal
UM STETHTG dad o Pl 372, TENR T 3Y
PICIIIT TN 3ol I Wasd Hiedd / Jad Bt
AR Posedl DU=ATedl HoRYd SIS BIRIDHIDS el dbiad
& ST, M ATEd SRTSET AT EFATATST Sebe] q1T IeaTe

FTTRIT 3NV 3T
R JhiT

dhdT SHE! SRIGAT B RS bl e, davedn
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7 9T edeies Sgaidlt i, Ieureedr arefimar avig
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IS g HaT GURUG U A9 Tar deb sIorean g8
QUGar R 3Ted. ATUD! Pial X qTdT WIBBIHTU :

T JhRT / Ryaxon
e TR AT 900 oI Jo¢ TR YCIUH 33 Tv 903
1. AYEIs e aufaed I1d R a1e EEa.

e TP 2099-92 T G quELY 33,09 AIA
T fHefde o’d A1fia aufer ganid & a1e 2
THh gDl 3N, AETed YHaieviges aArg fadht
FRUMRT AT AT Jhaes TIR FTSA AU g
TS JNMHT AT ATedh AT Fd 1S & AHT 3T
312

o  JhodT ARG gl AFRIAR Ififpd doed
3RE, oM fSDTON SAST a1 g IR A3
RO MM JOIRMET Th db GEIDM arafauredn
3EF SR TN TeHIeRIER AT dedl 3R,
ITges 3MuedT fafdy =R e ffdy Imes
fhT BT AT FHRBUIR 3R,

o TIHT FIHIICE! A1E ST SRIT HIMMIes 3MTfefep awiea
Jord 99 2099-9R AL fIHT FTHRIT 8 THRD
SADT AT ST AR, AR AT FTAIHRAT Dlch
(_*S'I's‘CB YT (Kotak Life Insurance) 9 @IS
AR SRS I (Bajaj Alianz General

Insurance) giT IUur foe T fIeRe el ?JTE@'@
IR IR Il A ABUR T8,

ITEd AT

o  JvedT AEATSAT ATEHMT Nebe ShiT HaT gRfdure
& AR JTSTT 3TT0Te! 31T,

o  FUAfET A oR FRIF P oy fafde Seures faeht
q JTEdhral GHd AR U IT8dh Hared gor
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o I R AN S TEHTATERIER ATRIS AT AL
AT 989 Ufifhan Baedr ST,

o  loTRUA RICHAT UfedT T dobl o HAl 3R
IS AMED AGETAT AFNGT YUIRT ASd EIUIR 37T,
SIS BRI TEHIE JAAE ATGUIR=AT g8
T FHROT IR0 I 3T
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I
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(Exceed Banking Business) & FISHT Ksig HAB]
M. T AT e UED DI HeAoHe, BN
TaRTaS 3. AT ST 83 T

o Tb 'IMMIITHS (IIFL) TIT AEANTH T -3~
T ST JTHTHE GO Db 3RIT IS JheT TTEHIT
A3RT T FHAISE TSI FRAT YUY IR BIUTR 3T

Joar aferT

o SPr ITEATGATG! IR AG UfCHT T FROTGT
e A efeh e S T FATIAR ST AT,
ST a1, fuu A ared AGNR 95
B M. AT fAeamT Mg i, FaefcHd e
FIrATS! ran Ffedda SuanT Blg. de 9d 98

A GO b3l Fd ARGHEY IS S0Tes 3RIA
T AR TOIT R 986 HRuId I 3T,

o % JEITNeHld & aRur ffead B o am®
Jp TferHT 31ferh ITSTIATT g Ta-1a1 fIRGN qTeTehid
FRUNT FSd BITR 37T,

T g faftg AumeH

T e baEn d6 & AR FEheENe
IRUTCHGRAT  difds M. IRIGFT Ma 3rar IS
UTosIeR Ueh A JATRIdhgeIT Herd 3/ fael e
1S U W3 g TRuamed @R 318, AINIIS
golea 9 oniiagseal gi@ gediFT I /AT UGSy
HoT STIRIAIST I Biceg TR, FEATSATR bt NI
STRATRI TG AT 9% Y Ui Aot 3RET TSR 3feq
IT~ GRS BIC I 3T Y-9RS IdH, ARSI Seoidh
31 94000 TRSAT AMefd Aed Uy Ho Tl 3R,
Hex e da Maear 94 TR /T RIGR Suded
HOT Id M. S AP BRI HRu=T fafder Soa
SSTTeaT AT Y URRATIUT b 3MTed], SATes dabedl g
IUGsY BT fohaT AT Bl rur=aT foxfiar Sveem TiagR
Jordt aT A0 AT TS AR,

SobT TTFYOT FERTER AT J T TASTHNATG! dot Gl 3RTA
TETAIS e ATUTeaTuT db UfIfIEN 31eMdT S HHAATGRT
AT IS 3R, TRITST Seb HTSH I JAST dTIRS
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TSI SeC Bfies Arhe I HRAT 31T,
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g fad 9aT IR (BINA TaaeieT) g Jo B
3. AR FaA B RIGT IRl JMaede qrRmd
ST, UV g BRITGAT TIR PRUITT ATl 3L JATST
TSl g rgIaT Sl ot Pl M8, ARTHT BT
R I JEI B ATHNAT S IMMATATET 3MTR,

I BrRITG
SIREY FAR2ATI &R0

JhAIG SIRAT AT R0 & 3FD YHRAT STIRGH
M@, AT GEAAT O AT
PHRIYUMTST TN FARAR TG TR SMERIT TR,

HATASD HEBM AR dhosedT GRUTIAR TR eI
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S SN FaA JIIIGT AT IRl Isd, NS
JUTIT ARG TRTEAT UHR ILATI IR AT,
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EATIT J ARG STACATI IR TS fIRT Heh 377
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GRUAE] GIRUT $Ho- IEIYUl TRIF HUMed! SHBI
3TTUTEHT 3TTE. Tt AGAHL TG Bl AT SFITRIT Bt
q IFCUIGH Polid THIOT HHI HRUKAIST STEATS AT
q AT UOTTe! HAITRHT dobel J 3refyuf A1fEat s

SEF AN B3 3R,
SIREY FaRATY =T

HATHD HED Pl FRTAR THUIE TG RSl G AaIA!
fAfed aRd. Joear WG AT BRIYUTSN ot
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R Troric BT & Aaed FS@rl STAHAl SR
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ST BT ATSHAT SATHE U TIR b 3712, ITIIR
g6 [d JRGHET IR Bod AT auidl Areas
TATHOD JedHTad B, 9@ AT Savas dar

HRUMAIS FATET T TS GIROTIT TGN HAGHE Helc
BHCIPS IRTA. BB T (T FREFAG TRIH Jr
TN TR N HAoTHE BIET xd 3R,

SREY AT+ A

SIRAT 90 g SGHR geRed  ATfawdeaT  dden
TV AR SIRGH e+ T qRfAT 3.
SIRGHIS A AGEATI J SERRGIATST S fafder Arfeefe
e fIBRId B3 3TTRd. SR JReATIATHRAT TIR Faef
J Arfee AR JHRAT FaTedh FeaM R hoe 3RIT
IR0, AART AdUh R0, aRGesl EROT, qUma gReor
RUT, TTed 3N RIGId g AT AT LR0T, TR
YR 3Rl T TReruT et Ffeerd oo 3R,

SREY FIRATIA : IJHAGISTGUN T SEE HUTTS

fafae Ry SUHT T UiSTearas T SIRAIT ST,
T AT FR01, GROMEET STeTaT 901 9 S@Té dgal
I AR PGS FIRTANIG RN TARIT AT
FRAT. GIChIfesal RUEH T R MRS TadcgR v,
IR, TRAT, IR 3. ARG JegH 9 ded ST, Tl
ST FATHD Hed / IR AT / IS oo gR
CCICEIRIGIOIAVIGIH

T4 Yisae gafeaar RO Jahet gelar Favrerd
39S I

7 99 1| 9% e e sF@esaY A 39,
00% UNA &l AME. b+ WRA™ Rered doean
fGom IR & JIREEATST FHAUNA  UEd,
TR STIGHATST YUTSIBRU DIGHIIGT Ugd d DTl
SIRIHATST I fe Sefeh Uga REAPRe! 31Te 31O o973 |
q 999 || TAR TSI GITeqd Hlee! .

TSt ARG Gedidd pRUE! JMYTe Ugd  3iMidRe!
IS

T 2 3T feem Ml e dRId dob aifeRdr &

B, SIMLY Yieds GITddT AT I IITSIhIBId S

TSAAT  IMATDH  SISBred] IRl Yefara!
It § RN T8 qieTded SIS AT AT 31R.

A 3 feid e MR dom 9 fevaarertar gafar
FA e, T SFTBoR Ulfsdl TIR FAl 3RIT AT
IHGIATN B3l TR

TG Il T HBSIAUhS §dh GRUICHS GET ST0T
TIISIT MY U Ffor vore g8 TREM cgaeg=ed
MR T Ugd! 14T g8 dTeq.
SIS T T

Ui 'Hee JMRER Wex'’ (TR 98 AT Jgo
B 3MME. JTERER dob e fager s g st
qedal Wafcid Jobd STIRITGT da o1 dRiyeadr
CECICINCIES

S TIIATST SRIRT fo5. (Infosys Ltd.) ITeT Ao a1
BRI TS et 3MMe. fhridhes & PRIV TRATIS
TEAIE SpHEd PRI 38, AR fhricverdl JERIT 3T
HIal AT JpMed BRI 3RIT AS! deb ATID! Th
318, AR BIAUUAIS AT ATEHiaRIaRT A 37D 5&
IROITT g ATEHHT SPE SoIrdl TMehidT SuITd S Hed
BIUIR 378, AR HRAYUTS! Shedl FAaaT IqTe g T
TR FRUITH FE&d TN, bl LRI 3118 Y & SRS,
ST 1o, 37Tfefes aufea forg=ar el g 8ivr sTuferd o1rg,
ST URETST T BT PRUITH FGd PYs.

ST Sulfed] GRIGAADHRAT S AT A
JARHAFL] qE DA 3. TR ARIT HIAC! FAR
HIHE GUR FRUBRAT GG JAdUD Dbl TR

Jiafa S@mRerr g frazor
JpaT ST FETIRET g S&dT fI9TT dbd STTST T
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IO e HedH 1o FRId ST, ST RGN g RTaTed
faTT 2 3R PRUGIR UTed @Ria afmed fhar Arerd,
TITEAYHTOT deTi+Teh a1 YUt Rl 3TTed fohall ATard arar @t
TR IR et ST, guf T e arner 9e’
9T 81 AT AaTed HereT JNfee HITERT JTEdTs AR
TRl IRAHBIANS ech HHI BROMATGT HIUE JTIRRATGIT
e, P f[ThalaRul, Bed T SEINEU 3. Jd
aReroT AAT T SET URET g S&dT farTean HrRitar awa
Jicria PRI gwTidehar @ PRI fidear Arfese
qeardT el od 3. eTee dad idbed Famgar
SR e ST UREveT 3faae ddb- ol IR,
T YSAGAR YD IRIAT SIGH Jegq1u+ o T
IRIAT S FEIREVHEG BraE@d e Far .
RIS JMAWS  IAST PRITGAT SIRIT  JeIHTIATIT
Ugd, JERIAISG Y0 SEUREUT FRIH arT, a6
Heorl BT uRen A JeEr U9 AR IRd. Bral
M SWTIREOMNTG § FRAR (Plearc) S@T TfRer
Ugdral MA@ PRd. A el TR0 faIqrTath Yoy,
3TfST, TRUTSS IS, 3MITH IMfST MM UHRal el
TRET HBT AT, T T ST TREUTAT TEaTal AaTdD
TSR ST UREU AFTGRT SugTd Al

ST ST fIYTT & dohdles IRITER AGUNTST JMATD
I PRIGE Fo7 3R IRYABR IRIR BUIR ATEId JrT
eIl Tl 94 dIeT/JHa & q&rar faurme s F=1aT,
qu STy Fobes Gever faam arfamaney fAofa, I davean
feaeeT s i 81 2 3 |d faw gerar foramT
T J JISGT IEaTe &I S&dT IfIBNT I Jug
.

TTEP AT

TTE D IPRUT & Sl TATHIAD 3T R MU Fd TIBR,
T ST AT AL S TTED DialhRuN fIe Hged .
S SIS TrgereraT 3reef SvIaT AT e SurrSTT
e 3. S e FARTER U1 AT AT e, AT
Jhdl TTed a1 SR TG0 JEfIvaTd Ae@rd! g
[FICSIGH

TEHTT UiATGRT MTeT= e ST @ TgTaT 3TeraT ddved
TECHR AR FCEIT BIHCIDGT dDId0! BTesT ST, daeT
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PR gfcdg T HHEN dovodl PR ddiod
HeTdT cHR Afed pfeey faemref Saear Sar.

THR AR GRUTTE TG TSI Fohed THR o
TfhT BICHIRYU] 33T bl 378, §b TPR TEATIT

IHEYU ST,

I YRATT TH1T Prey] T Ty aIsiar (BCSBI) e
IRIH IT HEAH AT DosedT A BRI T Tt a7
U YUATeRIERT ] |d fHofamed R g g

ITed N fagid

Rercd oo IS ITea shexg Rigia @ A< o=
qrfgefes qEiaY gofar dom Bl SR ATHRAT Hara=r/
IS GRUTTE o 099 T8 37MaTd o 956 Hod
HATGD HSBTEl HIRIAT TAB! 3. TTAT I TNS VISR
Ao, SIRGHA SR B doa BIOMAT THRAGUIHITIT
FCHT 37T TSI 8T 31Te. TISRIER b AT TR
BT G AN SUSHA T AR GRUTTAR
T e T8, IS IrAeld AaTd AN gl
ORI AIEME BT I MR, o § &R0 fiviuey
200% T IRAISMT /I =T AFIGAd JaTgaAR MR,
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AT FUL THU[D hse 3118, 4T, JIeX AICS SThiee -G
me 1.3l (PricewaterhouseCoopers Pvt.
Ltd.) IT YRATT FaHd g SRAANR FUH DHH DRI
SO JTT [ Favedh g ieR Jied. o argdf
= 3 T (Ernst and Young) T HIT TRATANS TeTeT
BT, TR 312l STevd ST e aR 7 WBes Uacad
ARATIS J&I B, T el Jaave Fa/JAlge @R
(Joint Venture) TATAT, fIdt o, arfge fAfeadr anfdr
STFRRTEUT T IS0 AT &= ST 3Fd 3TTR. fifr
AT, Il ST TRARATETH SIS U Svamed
q faersamm omed. e Jadues datH dewm, T Fare

RTaTSTed o UIGEARIRSIEIRSIGE

ar. gﬁﬁ?maﬁmﬁaﬁ‘r 30, 2092 I FHh
3IfIRE FTed T F9U A A o ARATAIS ATce
JPIeC TR FSTHLY TS HAoME 3rdbice med. 5. a8
g S¥IUST 3TSeRIor (IndusAge Advisors) IT HUTH Hacids
INIH ATUH IEEAT S8 I FeMeH, Pl g gfeperd
URIee Whe, FIEY SR Tese g Sise o, BraNe
RT, FaAR Jedid AT I aRoy Ffeadr 3. dar
JETHT UG bl SIard. #. G 8 YRAKIS Y Ua
ST HU=idh eI SRIH, WTfie FauTdies el ad
AIeUNgha FeAT I GRU fSeT, TG MG T 78S
AT, UG I iSIeh IwATI IO ARIERSD HIeY
IETEd d SPT ARG HRATd. DR gricevex Al
f&. (Karvy Investor Services Ltd.) T ﬂﬂfl'ﬂl\'cﬁ GEIRSUIE
AT A, 9 & AU FATRD MR

4. R T A1, 719 & ST T ST D! HIRIa],
I1RY4§ AYIS BT P. G0 AYIG IRIAIIAR ATl Jad
I qTffep FARATGRY AR 3772, DU BIIT, ]9YE
IS BSH D. Y IR FhedT ARIGIHST AT, T G
AN, G JFT IASIRIAT RGBS 37T
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I 3.

4. TG, U A1 G R0, 092 AN ShSAT FATGD
SHT WgBAT T, 4%y} T ARqagaR A1 fe
I 29, 209 URET (T 1S oA, A . B
ARCHISES ddb ATt KO TR,

SO PRIST, 9RYE T bl IMMfCPHed 3Mh SRV
TG RIGTIR M. 8. AIRATS T 4. 8. Mo
2 q1ftfep AR FIAfEAd HAvEd= Fgd 81 /A o

URHUHN UTH 378 T BRI RIS cTedhg Ta
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TATS HS® aNIB AATGPIed] -HUE /hRAHUh NG T
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PIUNCS Tg--4q

GREENIIE

HRIETIO! STRATT FRUIRT G TR TRSAT YOf HRUTRT
SYPRD EUNT el Sod IR MR <07 &
PIANT Teg-~aaT G &, 38, IR g IRY FaeI
TR db JIaE N A4 BMBN IR g
TSR UR UTSId RIS @HT o 3TTe.
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o} | 9IS dele T (FRNT) £, TR RN - BHET AIRAT
CIMEECEINEIESI

. TAS. P

. B, S

IR N

qo | g R 3fe WIRIF HAC (TINR 3= TRAT) . 0. IR 79 - HHE A3
4. TS g
CIMERCEINEIESI

0. foes ds

£, TR R

99 | Bfes [T BEr (FRRAY) . TRV IS - BRI AIRAT
A, IR g

4. TS g

a0 gaR Ia

iii. AP He TUT T oo HeodrdT ARl AYT I feAihdR g AR ATRAY WA IGYHT:
®. | BfESr SIRECH

9. | SRS I 03, 2099, J 0, 099, TR 9§, 099, AR W, 099, fTHR 9%, 0979, 9
SHART 30, 09, AR 0%, 092

2. | T JT 03, 099, Job 20, 099, LR 94, 0979, 3SR 1, 099, fTHR 9%, 04979, ©
SHEY 30, 209, A 0%, 092

3. | wae \‘51?03,%‘1‘1,@?0, 20979, 3fTFERR W, 099, fSHAR 9§, 099, THIRT 30, 09, g
Few | 7 oR, 092

g. | MATA | I 03, 099, I3 R0, 099, AR W, 099, AHART 30, 09 g

y. | vudt a1 0], 209 9

& | QIR | §7 03, 2099, AR 9§, 2099, JAGCER W, 099, AL 0%, 09 8

0. | T I 03, 2099, ¥ 0, 099, TR 9§, 2099 3

¢ | IRTET | 97 03, 2099, I R0, 099, ALK 9§, 099, FHR 9§, 099, AHAR 30, 2049, &
qref oR, 2092

. | I g R0, 2049, AE 08, 093 R

90. | TERIR T 03, 2099, J 0, 099, LR 94, 099, AFelR ?, 099, THR 9%, 04979, ¢
3 ARAT | AFAIY 30, R09R, A 0], 09, AH 2, 09
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o |41 G gIRTG @ | THAD 9 - 99
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PIRIGE]
93 | 4. ggar S e 9 3| R - e
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g - BN

# A IR gRER T AR 9%, 2099 I AR FaTad T8 g Sl oR.
e 41 . gIR 19 I TEERT 30, 093 IRIT SARIRE FaTed BUH MR 13T 3178

AT TR AUTHSH T A, TG, FITRIAV § TSR 99, 099 IRIT IS SRNGER UGTeR T8I,
* 4 gIaT SR Ira ARAIT ReTed dobt Sffaeier 99, 2099 URIT (SIS SRNGCR FeUld FRIfRT el 3TTe.
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3T Tfed &1 AT SUAT FHIASS ol 31T,

IR fafF g TR saa <,

% TS TRAT MED TS 3T spRTad et faf g e ax=¥! e aRR axd. agat [y aRRIsidta
do fIsaTciies fafore aRERT, TRRIPpd o=, faceft faferr @ sremar fadht axvaTar IR o=, B~ FTHed
NISITT T 1T eIl ThT TS ST NaT J0T IS WA 3T FoTd Y HaiRa doedn SRITAR
IS PUITET RR AT, RIS FIERMIC! S SIS MG WhHdT I St 78U[H FHA Hal 37T,

PICICYIICTAT I SUITT SMSA BHIA, TG0, T8I g 3T S b1,

Hiee g AEHedT GG a1 BT, EHUATGR d&b TTEdhredT e rear HMiRids e fFmfor
BN Soft FBR 7 AT FAHAE HIGd .

o, I8ih g 3T ST,

I FBgR BT aci STRT PRI AT SIFHCY! BHottdl AT ST TEDIH! SIRT B! I dha Figd
eI EIfchd hosed foesredT YehHe FH1aer Bidl.
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AT 39, 092 guferE=aT feRY foemur w=m= gRfIR Katnakar Eank &3

vi) 3 3TafeTe <uft
T WTte IelaT T 3RA.
37) deuils ARG feang quf o &4 .

OO\

) dop1 RfSTPTee Boean o warmd

&) SNSRI 3 AT fITRTHT ANTUR FdedT IR dobl ATAvg a8 HATRITSEIT I,
Y. d b 3MRAE INTT Poosal Bex ATh BFIhE TR Dhoseh AATal.
6. INMATHATAR AFMS IHT MBSARITT T JSB hol 3R,

(SN srEaTSETAT TR ARIST ATR)
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The Ratnakar Bank Ltd.
Scheduled Commercial Bank
Registered Office : 1* Lane, Shahupuri, Kolhapur - 416 001.

Controlling Office : One Indiabulls Center, Tower 2, 6th Floor, 841, Senapati Bapat Marg, Lower Parel (W), Mumbai - 400 013. INDIA.

PROXY FORM

Regd. Folio No........cccooviiiiiinnne

as my / our Proxy to attend and vote for me / us on my / our behalf at the 69" Annual General Meeting of the Bank to be held Wednesday, August 29, 2012 at
12.00 noon at ‘Bharatratna’, Dr. M. Vishveshwarayya Memorial Hall, C. S. No. 227/1,Plot No. 5, E Ward, Opp. Central Excise office, Near Kiran Bunglow,

Tarabai Park, Kolhapur - 416 003 and at any adjournment thereof.
Signed this......cceveveeeerericreene 2012

Note :

1. Proxy need be a member.

2. Proxy form, complete in all respects, should reach the Bank’s Registered Office/Administrative Office/
Controlling Office, not later than 48 hours before the scheduled time of the meeting.
Registered Office : 1% Lane, Shahupuri, Kolhapur - 416 001,
Administrative Office : ‘Mahaveer’, 179/E Ward, Shri Shahu Market Yard, Kolhapur - 416 005. -
Controlling Office: One Indiabulls Center, Tower 2, 6" Floor, 841, Senapati Bapat Marg, Signature
Lower Parel (W), Mumbai - 400 013.
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The Ratnakar Bank Ltd.
Scheduled Commercial Bank
Registered Office : 1™ Lane, Shahupuri, Kolhapur - 416 001.

Affix
1
Revenue
Stamp

________ (cut here) — — -

Controlling Office : One Indiabulls Center, Tower 2, 6th Floor, 841, Senapati Bapat Marg, Lower Parel (W), Mumbai - 400 013. INDIA.

ATTENDANCE SLIP

| certify that | am a registered member / proxy for the registered of the Company.

I hereby record my presence at the 69" Annual General Meeting of the Bank held at ‘Bharatratna’, Dr. M. Vishveshwarayya Memorial Hall, C. S. No. 227/1,
Plot No. 5, E Ward, Opp. Central Excise office, Near Kiran Bunglow, Tarabai Park, Kolhapur - 416 003 on Wednesday, August 29, 2012 at 12.00 noon.

Member / Proxy’s Name

(IN BLOCK LETTERS)......evveeereeeeeeeeseeeeeesesseeseesesseeeesssesseeesesesseeesessesseeessesesseeessesesseesesesesesessesseseeesseseesseeesesesseesssseseessssseseeesseseesseesseneeseeseees

Member No. No. of Shares

(Please bring this attendance slip and hand it over at the entrance of hall)

Member / Proxy’s Signature



(Intentionally kept blank)
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HELPING YOU EXCEED

\ ! ’- \
YOUR BUSINESS GOALS Tmr‘m%}‘:l?lh:t;og#ug;no

eral |nsurance

A GLANCE AT OUR PRODUCT COMMUNICATION

Our endeavour has been to present our Brand in a standardized manner across all touch-points . Whether the Brand
is exhibited on a signage at the branch, on a product brochure or on our website, there are guidelines that ensure
consistency in presentation.

We have developed communication that is impactful and ‘easy to relate to’ for our customers and is representative
of the image of a New Age Bank. We share a glimpse of our product communication through our posters.



Katnakar Kank &3

2011-2012

STomm|




1&2:

4 8&5:

Mr. Vishwavir Ahuja addressing the employees at
‘Winning Together’ meet held in Pune - Nov. 2011

Employees participating in a group team building
activityat ‘Winning Together’ meet

Branch launch at Shirdi and Ahmednagar
respectively

Mrs. Shanta Vallury addressing participants in
‘Parivartan’ Training

Diwali Celebrations at Thane, Vartak Nagar branch

10:

11:

12:

13:

Katnakar Kank &3

Ratnakar Rank 1

It
“Fme Rabmakar Kank

M Finacle -~ E
- o w A
abknakar Bank &5 ¥ Eatnabar Eank =

Glimpse of our new branch at ICC towers in Pune
Our branch at Gurgaon, Delhi

Team at Shahupuri branch, Kolhapur

ATM at ICC towers, Pune

Ratnakar Bank launches Inorbit Gift Card

Mr. Ahuja addressing the Press on the occasion of announcement
of Ratnakar Bank’s partnership with Finnacle from Infosys



If undelivered please return to

Administrative Office

The Ratnakar Bank Ltd.
‘Mahavir’, Shri Shahu Market Yard, Kolhapur - 416 005. Maharashtra, INDIA.
Phone: 0231 2650981 / 984 Fax: 0231 2657386

Controlling Office

The Ratnakar Bank Ltd.
One Indiabulls Center, Tower 2, 6th Floor, 841, Senapati Bapat Marg, Lower Parel (W), Mumbai - 400 013. INDIA.
Phone: 022 43020600 Fax: 022 43020520
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