
KARNATAKA VIKAS GRAMEENA BANK: HEAD OFFICE: DHARWAD

BALANCI: SHEET AS AT 31st MARCH 2020
FORM II A" (Amt. In Rs.)

CAPITAL & LIABILITIES SCHEDULe As at As at
No. 31-Mar-20 31-Mar-19

CAPITAL 1 239731600.00 239731600.00

RESERVES & SURPLUS 2 11145544119.09 17195172926.89

DEPOSITS 3 151784934259.31 138948848605.52

BORROWINGS 4 25638349030.66 17468301418.65

OTHER LIABILITIES 5 7919482326.28 6048243512.07

TOTAL 196728041335.34 179900298063.13

PROPERTIES & ASSETS SCHEDULE As at As at
No. 31-Mar-20 31-Mar-19

CASH & BALANCE WITH RBI 6 6144421662.50 8459946523.53
BALANCE WITH OTHER BANKS &
MONEY AT CALL & SHORT NOTICE 7 47048382135.43 31101762459.81

INVESTMENTS 8 31823308507.63 29056579142.18

ADVANCES 9 103332944592.97 105223225912.21

FIXED ASSETS 10 183991809.35 201851862.41

OTHER ASSETS 11 8194992627.46 5856932162.99

TOTAL 196728041335.34 179900298063.13

CONTINGENT LIABILITIES 12 4924042002.31 3026660196.65

BILLS FOR COLLECTION -- 24166530.94 31770958.98
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KARNATAKA VIKAS GRAMEENA BANK: HEAD OFFICE: DHARWAD
PROFIT & LOSS ACCOUNT FOR THE PERIOD ENDED 31st MARCH 2020

FORM" B" (Amt. In Rs.)
PARTICULARS SCHEDULE As at AS at

No. 31-Mar-20 31-Mar-19
I. INCOME

Interest Earned 13 13115696638,98 13865565056.67

Other Income 14 1812690462.08 1254762401. 72

TOTAL 14928387101.06 15120327458.39
II. EXPENDITURE

Interest Expended 15 8967472857.03 8814101095.11

Operating Expenses 16 7759945911.94 4273604261.46

Provisions & Contiqencies 17 4250597139.89 1531451496.33

TOTAL 20978015908.86 14619156852.90
III. PROFIT / LOSS

Net Profit( +)/ Loss( -) for the period -6049628807.80 501170605.49

Profit/Loss brought forward 9781628525.60 9432548041.21

TOTAL 3731999717.80 9933718646.70
IV. APPROPRIATION

Transfer to Statutory Reserve 0.00 100234121.10

Transfer to Capital Reserve 0.00 1856000.00
Transfer to Special Reserve
u/s 36 (1) (viii) of I.T.Act 0.00 50000000.00

Balance carried over 3731999717.80 9781628525.60

TOTAL 3731999717.80 9933718646.70
Basic Earnings per Share(Face value of Rs.I0 each) -252.35 20.91
Diluted Earnings per Share(Face value of Rs.I0 each) -252.35 20.91
Significant Accounting Policies 18
Notes on account 19
Place: BENGALURU
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SCHEDULE - 1: CAPITAL (Amt. In Rs.)
PARTICULARS As at As at

31-Mar-20 31-Mar-19
Authorised capital
12000000000 shares of RS.10 each) 20000000000.00 20000000000.00
Issued, Subscribed, Called & Paid up capital;
i) 1 19 86 580 shares of Rs.lO each held by Govt. of India 119865800.00 119865800.00
ii) 35 95 974 shares of RS.10 each held by Govt. of Karnataka 35959740.00 35959740.00
iii) 83 90 606 shares of RS.10 each held by Syndicate bank 83906060.00 83906060.00

TOTAL OF SCHEDULE 1 239731600.00 239731600.00

SCHEDULE - 2: RESERVES AND SURPLUS (Amt. In Rs.)
PARTICULARS As at As at

31-Mar-20 31-Mar-19
I Statutory Reserve 6177407310.69 6177407310.69
II Capital Reserve 215248417.60 215248417.60
III Investment Fluctuation Reserve 91597673.00 91597673.00
IV Special reserve u/s 36 (i) (viii) of I.T.Act 929291000.00 929291000.00
V Balance of Profit 3731999717.80 9781628525.60

TOTAL OF SCHEDULE 2 11145544119.09 17195172926.89

SCHEDULE - 3: DEPOSITS (Amt. In Rs.)
PARTICULARS As at As at

31-Mar-20 31-Mar-19
I Demand Deposits:

i) From Banks 54632832.00 26448639.00
ii) From others 2408249781.67 2379460137.00

II Savings Bank Deposits 59048548747.49 50589696967.51
III Term Deposits

i) From Banks 552175457.00 642734471.00
ii) From others 89721327441.15 85310508391.01
TOTAL OF (I + II + III) 151784934259.31 138948848605.52

DeQosits of Branches in India 151784934259.31 138948848605.52
DeQosits of Branches outside India
TOTAL OF SCHEDULE 3 151784934259.31 138948848605.52

SCHEDULE - 4: BORROWINGS (Amt. In RsJ
PARTICULARS As at As at

31-Mar-20 31-Mar-19
I Borrowings in India:

i) Reserve Bank of India 0.00 0.00
ii) Other Banks 8139782221.66 221934807.65
iii) Other institutions & Agencies - NABARD NHB 17498566809.00 17246366611.00
SUB-TOTAL 25638349030.66 17468301418.65

II Borrowings outside India 0.00 0.00
TOTAL OF SCHEDULE 4 25638349030.66 17468301418.65
Secured borrowings included in I and II above 25638349030.66 17468301418.65

SCHEDULE - 5: OTHER LIABILITIES & PROVISIONS (Amt. In Rs.)
PARTICULARS As at As at

31-Mar-20 31-Mar-19
I Bills Pa~ale 261134551.44 287443787.17
II Inter-office Adj ustments (Net) '. 0.00 0.00
III Interest Accrued ,--'- 829949473.27 535902245.96
IV Provision aginst Standard Assets \ '. 718677070.00 336105864.00
V Others (including provisions) -. ; ., 6109721231.57 4888791614.94

TOTAL OF SCHEDULE 5 _--="_ _~ '.1 7919482326.28 6048243512.07
,'') .h



SCHEDULE - 6: CASH AND BALANCES WITH RESERVE BANK OF INDIA (Amt. In Rs.l
PARTICULARS As at As at

31-Mar-20 31-Mar-19
I Cash in hand (including foreign curren~ notes) 549696846.50 448123932.50
II Balances with Reserve Bank of India;

i) In Current account 5594724816.00 8011822591.03
ii) In Other accounts 0.00 0.00
TOTAL OF SCHI:DULE 6 6144421662.50 8459946523.53

SCHEDULE - 7: BALANCESWITH BANKSAND MONEYAT CALL& SHORT NOTICE (Amt. In Rs.)
PARTICULARS As at As at

31-Mar-20 31-Mar-19
I In India:

i) Balance with Banks:
(a) In Current Accounts 5895882135.43 149262459.81
(b) In Other Deposit Accounts 41152500000.00 30952500000.00

ii) Money at call and short notice:
(a) With Banks 0.00 0.00
(b) With Other Institutions 0.00 0.00

SUB - TOTAL 47048382135.43 31101762459.81
II Outside India - Balance with Banks 0.00 0.00

TOTAL OF SCHEDULE 7 47048382135.43 31101762459.81

SCHEDULE - 8: INVESTMENTS (Amt. In Rs.)
PARTICULARS As at As at

31-Mar-20 31-Mar-19
I Investments in India:

i) Government Securities 28535686170.41 26328706392.94
i i) Other approved securities 0.00 0.00
iii) Shares 13577565.12 17472072.21
iv) Debentures and Bonds 3309873440.00 2743627250.00
v) Subsidiaries /Joint Ventures and associates 0.00 0.00
vi) Others 7492386.34 7492386.34
SUB - TOTAL 31866629561.87 29097298101.49
Less: Provision for depreciation 43321054.24 40718959.31
Total of I 31823308507.63 29056579142.18

II Investments outside India 0.00 0.00
TOTAL OF SCHEDULE 8 31823308507.63 29056579142.18



SCHEDULE - 9: ADVANCES (Amt. In Rs.)
PARTICULARS As at As at

31-Mar-20 31-Mar-19
A Bills Purchased & discounted 8837749.00 25378448.00

Cash credits, overdrafts & other loans
repayble on demand 57597973331.00 51999879843.00

Term loans 53296383700.97 57314051978.82
SUB - TOTAL 110903194780.97 109339310269.82
Less; Provision for NPA 7570250188.00 4116084357.61
TOTAL OF SCHEDULE 9 103332944592.97 105223225912.21

B Secured by tangible assets 110180519626.97 105081777491.00
Covered by Bank/Government Guarantee 0.00 0.00
Unsecured 722675154.00 4257532778.82
SUB - TOTAL 110903194780.97 109339310269.82
Less: Provision for NPA 7570250188.00 4116084357.61
TOTAL OF SCHEDULE 9 103332944592.97 105223225912.21

C I Advances in India
I) Priority Sector 100478439753.00 98339372808.64

Less: Net PSLC Sold 15750000000.00 0.00
Total of Priority Sector 84728439753.00 98339372808.64

iil Public Sector 0.00 0.00
iii) Banks 0.00 0.00
iv) Others 10424755027.97 10999937461.18

Add: Net PSLC Sold 15750000000.00 0.00
Total 26174755027.97 10999937461.18
II Advances outside India 0.00 0.00
SUB - TOTAL 110903194780.97 109339310269.82
Less: Provision for NPA 7570250188.00 4116084357.61
TOTAL OF SCHEDULE 9 103332944592.97 105223225912.21

SCHEDULE - 10: FIXED ASSETS (Amt. In Rs.)
PARTICULARS As at As at

31-Mar-20 31-Mar-19
I Land & Buildings

At cost/revaluation as on 31st March of the preceding year 52634828.60 52634828.60
Add: Additions during the year 75588.00 0.00
Less: Deductions during the year 0.00 0.00

52710416.60 52634828.60
Less: Depreciation to date 8328713.16 7551013.32
SUB - TOTAL 44381703.44 45083815.28

II Other Fixed Assets
At cost/revaluation as on 31st March of the preceding year 460567349.00 426272005.23
Add: Additions during the year 43482291.42 37298371.62
Less: Deductions during the year 1146787.62 3003027.85

502902852.80 460567349.00
Less: Depreciation to date 363292746.89 303799301.87
SUB - TOTAL 139610105.91 156768047.13
TOTAL OF SCHEDULE 10 (I + II) 183991809.35 201851862.41

SCHEDULE - 11: OTHER ASSETS (Amt. In Rs.l
PARTICULARS As at As at

31-Mar-20 31-Mar-19
I Inter-Office Adjustment (net) 198166647.86 12628664.39
II Interest Accrued f"~ 1452645087.43 1061545642.59
III Tax paid in advance/tax deducted at source ' \J::'-:','\' 1966207942.18 1786068509.00
IV Stationery and stamps ,'i :-; 29819105.85 24522662.27
V Non-banking assets acquired in setlsfectionblcfafiris 0.00 0.00
VI Others i. 4548153844.14 2972166684.74

TOTAL OF SCHEDULE 11 i;, , . 8194992627.46 5856932162.99



SCHEDULE - 12: CONTINGENT LIABILITIES (Amt. In Rs.)
PARTICULARS As at As at

31-Mar-20 31-Mar-19
I Claims aqinast the bank not acnkowledged as debts 0.00 0.00
II Liabilit'1.for partly paid intestment/venture funds 0.00 0.00
III Liability on outstanding forward exchange contracts 0.00 0.00
IV Guarantees qiven on behalf of constituents

a) In India 252409467.00 253698448,00
b) Outside India 0,00 0,00

V Acceptances endorsements & other obligations 0.00 0.00
VI Other itmes for which the Bank is contingently liable 4545759675.00 2671960465.00

VII DEAF-Unclaimed balance account- transferred to RBI 125872860.31 101001283.65
DEAF Account
TOTAL OF SCHEDULE 12 4924042002.31 3026660196.65

SCHEDULE - 13
INTEREST EARNED (Amt. In Rs.)

PARTICULARS As at As at
31-Mar-20 31-Mar-19

i Interest/Discount on Advance/Bills 8190837483.46 9686502385.00
ii Income on Investments 2351326756.66 1718818764.21
iii Interest on balance with RBI & other inter bank 2573532398.86 2460243907.46
iv Others - Interest on other assets 0.00 0.00

TOTAL 13115696638.98 13865565056.67

SCHEDULE - 14
OTHER INCOME (Amt. In Rs.)

PARTICULARS As at As at
31-Mar-20 31-Mar-19

i Commission Exchange and Brokerage 95069251.68 86993774.44
ii Profit on sale of investments 135138469.87 279673370.43

Less: Loss on sale of investments
iii Profit on Revaluation of investments 0.00 0.00

Less: Loss on revaluation of investments
iv Profit on sale of land, buildings & other assets 1591732.70 244099.73

Less: Loss on sale of land buildings & other assets -26162,92
Profit on exchange transactions Less: Loss on

v
exchanqe transactions

vi Miscellaneous Income 1580917170.75 887851157.12
TOTAL 1812690462.08 1254762401.72

SCHEDULE - 15
INTEREST EXPENDED (Amt. In Rs.)

PARTICULARS As at As at
31-Mar-20 31-Mar-19

i Interest on Deposits 7966432454.94 7465797959.25
ii Interest on RBI/Inter bank borrowings 17020929.01 189044641.22
iii Others - NABARD/NHB/NSFDC 984019473.08 1159258494.64

TOTAL 8967472857.03 8814101095.11



SCHEDULE - 16
OPERATING EXPENSES (Amt. In RS.)

PARTICULARS As at As at
31-Mar-20 31-Mar-19

i Payments to provisions to Employees 6650194484.35 3299422303.44
ii Rent taxes and lightin~ 95506590.35 90029329.75
III Printing and stationery 19472050.48 18846275.59
iv Advertisement & Publlcttv 197861.00 366229.00
V Depreciation on Bank's property 60271144.86 68961817.46
vi Directors' fees allowance and expenses 0.00 0.00
vii Auditors Fees & expenses (incl. Branch auditors) 8051368.00 6500000.00
viii Law charges 2148342.48 1949079.00
ix Postaqe Telegrams Telephones 11388715.47 11583780.34
x Repairs & Maintenance 240429541.97 220062357.50
xi Insurance 141078447.00 140985733.00
xii Other Expenditure 531207365.98 414897356.38

TOTAL 7759945911.94 4273604261.46

SCHEDULE - 17
PROVISIONS & CONTINGENCIES (Amt. In Rs.)

PARTICULARS As at As at
31-Mar-20 31-Mar-19

i Provision for Standard assets 382571206.00 46334912.00
ii Provision for NPA 3840423838.96 1227377625.02
iii Provision towards frauds/Other Assets 25000000.00 0.00
iv Provision towards income tax incl. Deferred tax 0.00 257000000.00
v Provisions for Invesments 2602094.93 738959.31

TOTAL 4250597139.89 1531451496.33



SCHEDULE 18

SIGNIFICANT ACCOUNTING POLICIES: 2019-20

1. ACCOUNTING CONVENTIONS!
(A) BASIS OF ACCOUNTING
The accompanying financial statements have been prepared following the 'Going Concern'
concept under the historical cost basis and confirm to the statutory provisions and Prevailing
practices consistently followed by the Bank, except otherwise stated elsewhere. They
conform to Generally Accepted Accounting Principles (GAAP) in India, which comprise
statutory provisions, regulatory guidelines, Accounting Standards / Guidance Notes issued by
the Institute of Chartered Accountants of India (ICAI) and the practices prevalent in the
banking industry.

(8) USE OF ESTIMATES

The preparation of financial statements require the management to make estimates and
assumptions considered in the reported amount of assets and liabilities (including contingent
liabilities) as on date of the financial statements and the reported income and expense for
the reporting period. Management believes that the estimates used in the preparation of the
financial statements are prudent and reasonable. Any revision to the accounting estimate is
recognized prospectively in the current and future periods unless otherwise stated.

(C) USE OF ACCOUNTING POLICY

Accounting Policy is consistently used unless change is required by statute or for compliance
with Accounting Standard or the change would result in a more appropriate presentation of
the financial statements.

2. INVESTMENTS:

The transactions in Securities are recorded on "Settlement Date".

2.1 Classification
The Investment portfolio of the Bank is classified in accordance with RBI guidelines into:

(1) "Held to Maturity" (HTM) comprising investments acquired with the intention to hold
them till maturity.

(2) "Held for Trading" (HFT) compriSing investments acquired with the intention to trade
by taking advantage of short term price/ interest rate movements. These are
intended to be traded within 90 days from the date of purchase.

(3) "Available for Sale" (AFS) comprises of investments not covered by (a) or (b) above
i.e., those investments which do not fall under in HTM or HFT classification.

In the Balance Sheet, the investments are disclosed as per the following six classifications in
accordance with the guidelines of the Reserve Bank of India:

(i) Government Securities
(ii) Other Approved Securities
(iii) Shares
(iv)Debentures & Bonds
(v) Subsldlarles and / or Associates
(vi)Others

While the first two classtflcations represent Bank's investment in SLR Securities; other four
represent Non-SLR Securities.



2.2 Acquisition Cost of Investment

(a) Brokerage, Commission, Securities Transaction Tax (SIT) etc. paid in connection with
acquisition of investments are expensed upfront and excluded from cost.

(b) Broken period interest paid/received on debt instruments are treated as interest
expense/income and is excluded from cost/sale consideration

2.3M@thod of Valuation

(a) The valuation of investments is done as per RBI circular RPCD.CO.RRB.BC
No.74/03.05.33/2013-14 dated 07.01.2014.

(b) Investments classified as HTM are carried at acquisition cost unless it is more than the
face value, in which case the premium is amortized over the period remaining to
maturity on constant yield basis. Such amortization of premium is adjusted against
income under the head "interest on investments".

(c) The individual scrips in the AFS category are marked to market at quarterly intervals.
The book value of the individual securities would not undergo any change after the
valuation.

(d) The individual scrips in the HFT category are marked to market at monthly intervals.
The book value of the individual securities would not undergo any change after the
valuation.

(e) The Securities under AFS & HFT categories shall be separately valued scrip-wise and
depreciation 1 appreciation shall be aggregated for each balance sheet category. The
investment in a particular classification may be aggregated for the purpose of arriving
at net depreciation 1 appreciation of investments under that category. Net
depreciation, if any, shall be provided for. Net appreciation, if any, is ignored. Net
depreciation required to be provided for, in anyone classification should not be
reduced on account of net appreciation in any other classification.

(f) Transfer of securities from HFTI AFS category to HTM category or vice versa is carried
out at the lower of acquisition cost/ book value 1 market value on the date of transfer.
The depreciation, if any, on such transfer is fully provided for on acquisition price 1
book value.

(g) Investments held under AFS and HFT are valued as under:

Govt. Securities At market Price 1 YTM as published by
Financial Benchmark India Pvt Ltd (FBIL).

--"-,-,

Equity Shares At market Price if quoted. Otherwise at
Break-up value of Shares as per latest
Balance Sheet not more than 18 months,
Otherwise at Re. 1 per Company.

Bonds & Debentures At market Price if quoted or an
appropriate YTM basis not exceeding
redemption value as per RBI 1 Fixed
Income Money Market Derivatives
Association of India (FIMMDA).

Units of Mutual Funds As per Stock Exchange quotation, if
quoted at repurchase price 1 NAV if un-
quoted.

,-' <"



2.4 Investments are classified as performing and non-performing, based on the guidelines
issued by the RBI. Investment are considered non-performing where:

Interest/instalment (including maturity proceeds) is due and remains unpaid for more
than 90 days.

In the case of equity shares, in the event the investment in the shares of any
company is valued at Re.l per company on account of non-availability of the latest
Balance Sheet, those equity shares will be reckoned as NPI.

In respect of non-performing securities, income is not recognized and provrsion is
made for depreciation for such securities. Provision made on non-performing
investments is not set off against the appreciation in respect of other performing
investments.

2.5 Disposal of Investments:

a) Profit/loss on sale of investments classified as HTM is recognized in the Profit & Loss
account and an amount equivalent of profit on sale of investments is appropriated to
Capital Reserve account.

b) Profit/loss on sale of investment in AFS / HFT category is recognized in Profit & Loss
a/c.

3. ADVANCES:

3.1 Loans & Advances are to be classified into Performing and Non-performing Assets and Provisions
for loss on such loans & advances are to be made as per the guidelines on prudential norms issued
by Reserve Bank of India vide Circular no.RPCD.RRB.BC.97/03.0S.34/2000-01 dated 11th June 2001
and as applicable to RRB's from time to time. However, during the year, based on the advice of the
Sponsor Bank, the Bank has adopted the guidelines on prudential norms issued by RBI as applicable
to commercial Banks which are more stringent.

Loan assets become Non Performing Asset (NPA) where:

i) In respect of agriculture advances:

~) For short duration crops, where the instalment of principal or interest remains
overdue for two crop seasons, and

h) For long duration crops, where the prtncipat or interest remains overdue for one crop
season.

ii) In respect of Non Agriculture advances:

a) In respect of term loans, interest and / or instalment of principal remains overdue for a
period of more than 90 days.

b) In respect of Overdraft or Cash Credit Advances, the account remains "out of order", i.e. if
the outstanding balance exceeds the sanctioned limit or drawing power continuously for a
period 90 days, or if there are no credits continuously for 90 days as on the date of balance
sheet, or if the credits are not adequate to cover the interest debited during the same period.

3.2 Advances are stated net of provisions made for non-performing assets except general
provisions for Standard advances. Provisions made for Standard advances are included in
'Other Liabilities & Provisions'.

3.3 For Restructured / Rescheduled assets, provisions are made in accordance with the extant
guidelines issued by the RBI.

/;~;:-y::y-:~~~>:~

3.4 In the case of loan accounts classified as NPAs, an account may be reclassified as a.~~... A........•••.t~.~.'m...~.....•...'..\~.:.\.
asset if it confirms to the guidelines prescribed by the regulators. ((~~.,"'.,.V~\\



3.5 For DICGC/CGTMSE covered accounts, while calculating provisions, where claim is not received,
no allowance is made for the claim receivable.

3.6 Provisioning Norms for Advances are as follows:

Standard Assets 0/0 of
Provisioning

--
a. Direct Advances to Agricultural and Small & Micro Enterprises 0.25%

-
(SMEs).

b. Advances to Commercial Real Estate sector (eRE). 1.00%

c. Advances to Commercial Real Estate-Residential Housing Sector 0.75%
(CRE-RH).

d. Restructured accounts classified as standard advances in the first 5.00%
two years from the date of restructuring. In cases of moratorium
on payment of interest/prl ncipal after restructu ri ng, for the
period covering moratorium and two years thereafter.

e. All other loans and advances not included above. 0.40%

Non-Performing Assets

Asset Classification
i. Substandard Assets (A loan asset that has A general Additional

remained non performing for a period less than or provision of 15% provision of
equal to 12 months is a Sub Standard Asset) on the total 10% for

I outstanding exposu res
(on the balance outstanding without considering which are
any allowance for Guarantee cover or value of unsecured ab-
secu rities ava ilable) initio

ii. Doubtful Assets (A loan asset that has remained Secured Unsecured
in the sub-standard category for a period of 12 Portion Portion
months is Doubtful Asset)

A Doubtful Assets up to 1 year (DA-1) 25% 100%
B Doubtful Assets 1 to 3 years (DA-2) 40% 100%
C Doubtful Assets above 3 years (DA-3) 100% 100%

iii. Loss Assets (A loan asset where Loss has been
identified but the amount has not been fully written
of is a Loss Asset)
On the balance outstanding minus DICGC/CGTMSE 100% 100%
claim received amount

Asset classification, determination of NPA status and Income recognition are done through auto
movement defined in CBS System for IRAC codes 4 (Sub-standard) to 7 (doubtful above three
years) periodically. However Categorisation to loss assets are done manually taking into account
various factors like value of security, continuing/discontinuing of activities etc.,

3.7 While computing the provision on NPA's, following procedures are adopted:

A. Under Sub-Standard Assets Category:

No allowance is made for DICGC/CGTMSE claim received account balance and security, as provision
@15% shall be made on the outstanding balance under Real Account (Book Balance)



B. Under DA-l, DA-2. DA-3 Category:

1. The realisable value of securities is first deducted from the outstanding balance under Real
A/C (Book balance).

2. DICGC/CGTMSE claim received A/C balance, if any, is deducted from the above balance to
arrive at the uncovered portion.

3. Provision @ 25% /40% I 100% is calculated on secured portion for DA-l I DA-2 / DA-3
respectively.

4. Provisions @ 100% is calculated on remaining uncovered un-secured portion.
5. Sum of provisions calculated as per (3) and (4) above is the total provision required for the

loan accounts.

C. Under Loss Assets Category:

Balance under DICGC/CGTMSE Claim received accounts is deducted from the outstanding balance
under Real A/C (Book Balance) and 100% provision is made on the balance amount.

4. PREMISES AND OTHER FIXED ASSETS AND DEPRECIATION:

4.1 The premises and other fixed assets are stated at historical cost and/or revaluation value less
accumulated depreciation. All the fixed assets are held in the books of accounts at the head
office.

4.2 Depreciation on fixed assets is charged under Straight Line method based on the useful life
and residual value, if any at the following rates:

(1) BUILDINGS: Bank owned

(2) OTHER ASSETS.

(a) Furniture, Electrical fittings
(b) Solar equipments
(c) Computers, Peripherals, UPS, Operating Software
(d) Security alarm, Mobile sets
(e) Vehicles
(f) Electronic Equipments
(g) Other Equipments

1.58%

9.50%
33.33%
33.33%
20.00%
20.00%
20.00%
13.57%

4.3 Depreciation on any additions to fixed assets is provided on a pro rata basis from the date of
such add ition.

S. EMPLOYEE BENEFITS:

5.1 Short term Employee Benefits

Employee benefits payable wholly payable within twelve months of rendering the service
are classified as short term benefits and are recognized in the period in which the
employee renders the related service.

5.2 Long term Employee Benefits

i. Employee Benefits in the form of Provident Fund is a Defined Contribution Scheme and the
contributions are charged to Profit & Loss account in the year in which the contributions
are due.

ii. Gratuity liability is a Defined Benefit Plan and is provided for on the basis of actuarial
valuation made at the end of the financial year. The gratuity liability is funded to the
Gratuity Fund Trust of the Bank.

iii. Accumulated Compensated absences such as Leave Encashment are provided
actuarial valuation.



iv. Pension liability is a defined benefit obligation and is provided for on the basis of actuarial
valuation for the employees who have joined the Bank upto 3pt March 2010 and opted for
pension.

v. New Pension Scheme (NPS) which is applicable to employees who joined the Bank on or
after 1st April 2010 and it is a defined contribution scheme. Under NPS, the Bank pays
fixed contribution at predetermined rate and obligation of the Bank is limited to such fixed
contribution. The contribution is charged to Profit &. Loss account.

RECOGNITION OF REVENUE {EXPENSES:

6.1 Revenue and expenses are generally accounted on accrual basis except in respect of income
on non-banking assets, interest on matured deposits, income from non-performing assets,
dividends on investments and legal expenses on suit filed accounts which are accounted for
on cash basis.

6.2 Interest on overdue deposits is accounted for at the time of renewal.

6.3 The broken period interest on sale or purchase of securities is treated as revenue as per RBI
guidelines.

6. TAXES ON INCOME:

7.1 Current tax is determined as per the provisions of the Income Tax Act, 1961.

7.2 Deferred Tax Assets and Liabilities arising on account of timing differences between taxable
and accounting income, is recognized keeping in view, the consideration of prudence in
respect of Deferred Tax Assets in accordance with the Accounting Standard 22 issued by
ICAL

7. IMPAIRMENT OF ASSETS:

The carrying amount of assets is reviewed at each Balance Sheet date for any indication of
impairment based on internal/external factor. An impairment loss is recognized whenever the
carrying amount of an asset exceeds its estimated recoverable amount.

8. NET PROFIT:

Net Profit is arrived at after accounting for the following under "Provisions and Contingencies"

Provision/write off of non-performing advances and investments
Provision for Standard assets
Adjustment for appreciation/depreciation on investments
Provision for Income tax
Other usual and necessary provisions

9. EARNINGS PER SHARE

Earnings per Share is calculated by dividing the net profit or loss for the period attributable to
the Shareholders by the weighted average number of Shares outstanding during the period.
Diluted Earnings per Share are computed using the weighted average number of Shares and
dilutive potential Shares outstanding as at the end of the year.

10. PROVISIONS, CONTINGENT LIABILITIES AND CONTINGENT ASSETS:

As per AS 29 issued by the lCAl, the Bank recognizes provisions only when it has a present
obligation as a result of a past event, it is probable that an outflow of resources embodying
economic benefits will be required to settle the obligation and when a reliable est4,~a;,t,e:{;l~the
amount of the obligation can be made. Contingent liability is disclosed unless th<i(~~.~::9f
an outflow of resources embodying economic benefit is remote. Contingent iAssets are <qot
recognized in the financial statements since this may result in the recognition0fincotrtethat
may never be realized.



SCHEDULE 19
NOTES ON ACCOUNTS:

11 CAPITAL:

SL ITEMS CURRENT YEAR PREVIOUS
No. 31.03.2020 YEAR

~1.03.2019
a) Capital to Risk Assets Ratio (CR6~~ 10,69 15.44
b) CRAR - Tier I Cafll!:al % 9.98 15.07
c) CRAR - Tier II Capital % 0.71 0.37
d) % of shareholding of Government of India 50 50
e) % of shareholding of Govt. of Karnataka 15 15
f) I % of shareholding of Syndicate bank 35 35
g) Amount of subordinated debt raised as Tier - -

II Capital

As per the RRB (Amendment) Act, 2015, the Authorised Share Capital of the Bank has
been raised from Rs. 5 crore to Rs. 2,000 crore and the face value of each share is
reduced from Rs.l00 to Rs.10.

2) INVESTMENTS:

a) Investments are shown at book value.

b) The bank was holding provision for investments to the extent of Rs.407.19 lakh as at
31.03.2019. Total provision requirement as at the end of the current financial year is Rs.
433.21 lakh. Accordingly, additional provision of Rs. 26.02 lakh has been made during the
year. Investment in Bonds of UP Co-operative Spinning Mi"s Federation amounting to Rs.
2.00 Crores, NCD's of Amtek Auto Ltd amounting to Rs. 2.00 Crores, Investment in the
shares of Arvind Remedies Ltd amounting Rs.1.38 lakh and investment in shares of Orchid
Pharma Ltd. amounting Rs. 8.35 lakh are treated as "loss" assets and fully provided for in
the books. A" other investments are considered as "standard" in the books of the bank.

c) As per the guidelines issued by RBI, the bank has amortized the premium paid on
Government securities classified under "Held to Maturity" category amounting Rs. 667.42
lakh. The same is charged to Profit & Loss account and reflected in Schedule 13, Interest
Earned: Item II - Income on investments as a deduction as per RBI guidelines. The
balance unamortized portion asat 31st March, 2020 amounts to Rs. 4596.99 lakh.

In accordance with the RBI guidelines, the Bank's domestic investment portfolio has been
classified into three categories. The figures as at 31.03.2020 are given hereunder:

(Rs. in crores)

I ---
Classification 31.03.2020 31.03.2019

Amount % Amount %

Held to Maturity - HTM 2646.14 83.04 2646.14 89.62

Available for Sale - AFS 540.52 16.96 301.91 10.38

Held for Trading - HFT - -
Total 3186.66 100.00 2909.73 , 100.00

*Domestic SLR securities in HTM category as a percentage of Net Demand and Time
Liabilities works out to 17.34% against a stipulated maximum level of 18.25% (previous
year works out to 19.11% as against a stipulated maximum level of 19.250/0).



The investment Portfolio held by the bank is as under: (Rs. In crores)

1. Value of Investments ------------~-------__1
(i) Gross Value of rnvestments __ ._

(a) In In.:...::d::..:..ia=c___________ -T-.__ -=3:.,:i;,:;:8....:::6.;...:, 6:....:6=---t- 2_9_0_9.73
(b) Outside India, -I Nil Nil

CURRENT
YEAR

31.03.2020

PREVIOUS
YEAR

31.03.2019

Nil Nil

PARTICULARS

(iii) Net Value of Investments
(a) In India

(ii) Provisions for Depreciation. - --------(a)InIflCJia~· '-- ----------.------4-,-3-3-.-----4-.-0--,7

(b) Outside India Nil Nil

(b) Outside India,
3182.33 2905.66

2. Movement of provisions held towards depreciation on investments

(iii) Less: Write-off/ write-back of excess
provisions durinq the year

4.07
(ii) Add: Provisions made during the year 0.26

20.86(il Onenlnq balance
0.07

0.00 16.86

(iv) Closing balance 4.33 4.07

REPO:

Minimum Maximum Daily Average As on

Details outstanding outstanding outstanding March
during the during the during the 31,2020

year year year
Securities sold under repos Nil Nil Nil Nil
Securities purchased under Nil Nil Nil Nil
reverse repos

NON-SLR INVESTMENT PORTFOLOIO:

i) Issuer Composition of Non SLR Investl11ents (Rs. In Crores)

No. Issuer Amount Extent Extent of Extent of 1 Extent of
of 'Below 'Unrated' I 'Unlisted'

Private Investment Securities Securities
Placeme Grade'

nt Securities
(1) (2) (3) {4} (5) (6) (7)
(i) PSUs 68.40 7.00 2.00 2.00 2.00
(i i) FIs 241.81 207.66 Nil Nil Nil
(i ii) Banks 4.47 4.00 Nil Nil Nil
(iv) Private Corporate 17.66 17.25 2.00 2.00 2.25
(v) Subsidiaries/ J.V. Nil Nil Nil Nil Nil
.(vi) Others 0.75 Nil Nil Nil Nil

Sub Total Rs. 333.09 235.91 ; 4.00 4.00 4.25
(vii) Provision held 4.33 4.00 4.00 4.00 4.00

towards Deprn.
/NPA.
Total (1 to 6-7}'>'C. N·~8.76 231.91 Nil Nil 0.25

,c.>-<\:;:\



ii) Non performing Non-SLR investments: (Rs. In Crores)

PARTICULARS CURRENT YEAR PREVIOUS YEAR I
-- 31.03.2020 31.03.2019
Opening balance 4.01 4.00
Additions during the year since 1st April

--
0.09 0.01-- ---~

Reductions during the above period 0.00 0.00 :-- --_ .. _- -- ::~~---IClosing balance 4.10
Total provisions held 4.10

iii) Details of investments held:
(Rs. In Crores)

I PARTICULARS CURRENT YEAR I PREVIOUS YEAR

I 31.03.201931.03.2020
Equity Shares 1.36 1.75
RRBs Nil Nil
Venture Ca~ital Nil Nil
Units of equity oriented mutual funds Nil Nil
Ag~regate advances against shares Nil Nil
Government Securities/T Bills 2853.57 2632.87
Bonds & Debentures 330.98 274.36
Mutual Funds & others 0.75 0.75

Total 3186.66 2909.73

3) DERIVA TIVES :

A) FORWARDED RATE AGREEMENT / INTEREST RATE SWAP: Nil

B) EXCHANGE TRADED INTEREST RATE DERIVATIVES: Nil

C) DISCLOSURES ON RISK EXPOSURE IN DERIVATIVES: Not applicable

4. ASSET QUALITY:

a) NON PERFORMING ASSETS:

r--- ---------- -.- - - CURRENT --i-PREVIOUS--

I YEAR YEARi-----.-- ----- ------------_.-1- --~ 1.g3-,-202L,-~ ~03.2019_J
(i) Net NPA to Net Advances (%) 8.28 6.48 I

(ii) Movement of NPAs (Gross)
Opening balance 1121.56 807.63
Additions during the year 1383.76 864.21
Reductions during the year 892.35 550.28
Closing balance 1612.97 1121.56

(iii) Movement of Net NPAs
Opening balance 709.95 504.95
Additions during the year 997.81 452.77
Reductions during the 'year 851.82 247.77
Closing balance 855.94 709.95

(iv) Movement of Provisions for NPAs
OQening balance <>;,;~,,.,,r;~::::;, 411.61 302.68 I

Provisions made during the'y_ear ..,,'< I i, •. ,s;" 384.04 122.73
Write off/write back of excess provisions > .\ 38.62 13.80

I Closing balance ,; 757.03 411.61
I

,

Provision Coverage ratio (%) 46.93 36.70



There is no change in the Accounting Policies adopted during the current financial year ended 31st
March, 2020 as compared to those followed in the annual financial statements for the year ended
March 31, 2019 except for the following;

The Bank has modified the provisioning policy in respect of Advances to be in line with the norms
followed by the Sponsor Bank:

Standard Assets:

Particulars 0/0 of Provision 0/0 of Provision Impact in the Accounts
followed for the followed for the because of change
FYended FYended Increase (+) / Decrease (-)
31/03/2019 31/03/2020 iRs. in crores)

Advances to CRE 0.40/ 1 0.75 (+) 2.03
-RHS sector
Advances to CRE 0.40 1 -

Non-Performing Assets:

Particulars % of Provision 0/0 of Provision I Impact in the Accounts
followed for the followed for the because of change
FYended FYended Increase (+) / Decrease (-)
31/03/2019 31/03/2020 iRs. in crores)

Sub-Standard 10% (Both 15% on Secured
Assets Secured and advances and 25% C+) 35.57

Unsecured on unsecured
advances) advances

Doubtful - 1 20% on secured 25% on secured (+)8.33
Portion and 100% Portion and 100%
on unsecured on unsecu red
portion portion

Doubtful - 2 30% on secured 40% on secured (+) 30.46
Portion and 100% Portion and 100%
on unsecured on unsecured
portion portion

Had the modification not been effected, the provisioning in respect Standard advances would have
been lesser by Rs.2.03 crores and provisioning in respect of NPA's would have been lesser by
RS.74.36 crores as on 31 st March, 2020.

MSME DISCLOSURE:

Based on RBI Circular DBR.No. BP.BC 18/21.04.048/2018-19 dated 1st January 2019 and DOR.No.
BP.BC 34/21.04.048/2019-20 dated i i" February 2020, the Bank has restructured MSME accounts
as detailed below:

No. of accounts restructured Balance outstanding in these accounts as
on 31.03.2020 (Rs. In crore)

5384 55.46
Of which slipped to NPA

952 10.41

Standard asset provision required for these accounts as per above RBI circular 0.25% + Additional
provision of 5% = 5.25% (i.e. 45.05 * 5.25% = Rs.2.37 crore)



COVID -J9 PANDEMIC & RBI REGULATORY PACKAGE:

The spread of COVID-19 pandemic in the country has resulted in significant decline in economic
activity and increased volatility in financial markets. In this situation, though the challenges continue
to unfold, the Bank is gearing itself on all fronts to meet the same. The situation continues to be
uncertain and the Bank is evaluating the situation on an ongoing basis. The extent to which the
COVID-19 pandemic wJ// impact the Bank's results will depend on future developments, which are
highly uncertain. Major challenges for the Bank would be from extended working capital cycle and
reduced cash flows. The Bank is gearing itself to meet these challenges. The management is of the
view that no adjustments are required in the financial statements as it does not significantly impact
the current financial year. Despite these events and conditions, there would not be any significant
impact on Bank's results in future and going concern assumptions as at presently made.

In accordance with the RBI guidelines relating to COVID-19 Regulatory Package dated 27th March,
2020, 17th April, 2020 & es= May, 2020, the Bank is granting moratorium on the payment of
installments and / or interest, as applicable, falling due between 1st March, 2020 and 31st August,
2020 ('moratorium period') to eligible borrowers classified as Standard, even if overdue, as on 29th
February, 2020. In accordance with RBI guidelines, the moratorium period, wherever granted, is
excluded by the Bank from the number of days past-due for the purpose of asset classification under
RBI's Income Recognition and Asset Classification norms. In accordance with RBI guidelines, the
Bank is required to make provision of not less than @10% of outstanding advances to be phased
over two quarters not less than 5% beginning with the quarter ended March 31, 2020 in respect of
borrower's accounts where asset classification benefit has been granted as per RBI guidelines.

Accordingly Bank has extended the relief in terms of the said circular as follows:

51. Particulars ! Amount
No.

I
(Rs. in
crores)

1 Respective amounts in SMA / overdue categories, where the moratorium / 30.38
deferment was extended as per Regulatory Package

2 Advances outstanding where asset classification benefits are extended I 97.01 I
J

3 Provisions made @5% during the financial year ended si= March, 2020 I 4.85
I

4 Provisions adjusted during the financial year ended si= March, 2020 Nil

DETAILS OF LOAN ASSET SUBJECTED TO RESTRUCTURING: (Rs. In Crores)

CURRENT I PREVIOUS
No. PARTICULARS YEAR I YEAR

31.03.2020 31.03.2019
i) Total amount of loan assets subjected 815.99to restructuring, rescheduling, renegotiation 646.66

i i) The amount of Standard assets subjected to
restructuring, rescheduling, renegotiation 815.99 646.66

--

ii i) The amount of Sub-Standard assets subjected to
restructuring, rescheduling, renegotiation Nil Nil

iv) The amount of Doubtful assets subjected to I

restructu ri ng, resched uling, renegotiation nil Nil
I



DETAILS OF FINACIAL ASSETS SOLD TO SECURITISATIONjRECONSTRUCTION COMPANY
FOR ASSETS RECONSTRUCTION: (Rs. In Crores)

-~ --.-

CURRENT PREVIOUS
No. PARTICULARS YEAR YEAR

31.03.2020 31.03.2019
i) (i) No. of accounts Nil Nil
ii) (ii) Aggregate value (net of provisions) of Nil Nil

accounts sold to SCIRe
ii i) (iiil6ggregate constderetion .__ Nil Nil

(iv) Additional consideration realized in respect Nil Nil
iv) of accounts transferred in earlier years
v)_ Jv) Aggregategain/loss over net book value. Nil Nil

DETAILS OF NON-PERFORMING FINANCIAL ASSETS PURCHASED/ SOLD

a) Details of non-performing financial assets purchased: (Rs. In Crores)

SI. CURRENT PREVIOUS
No. Particulars YEAR YEAR

31.03.2020 31.03.2019
1 (a) No. of accounts purchased during the year Nil Nil

(b) Aggregate outstanding Nil Nil
2 (a) Of these, number of accounts restructured Nil Nil

during the year
(b) Aggregate outstanding Nil Nil

b) Details of non-performing financial assets sold: (Rs. In Crores)

SI. CURRENT PREVIOUS
No. Particulars YEAR YEAR

31.03.2020 31.03.2019
1. No. of accounts sold Nil Nil
2. Aggregate outstanding Nil Nil
3. Aggregate consideration received Nil Nil

c) Provisions on Standard Assets (Cumulative) (Rs. In Crores)

SI. CURRENT PREVIOUS
No. Particulars YEAR YEAR

31.03.2020 31.03.2019
1. Provisions towards Standard Assets 71.87 33.61

THE COMPARATIVE STATUS OF NON-PERFORMING ASSETS, % OF NPA TO

TOTAL ADVANCES: (Rs. In Crores)

CURRENT PREVIOUS YEAR
PARTICULARS YEAR 31.03.2019

31.03.2020
Total Advances # 11090.32 10933.93
Non Performing Assets 1612.97 1121.56
% of NPA to Total Advances 14.54 9.87
Provision Held for NPA /;;;~ t" 1;,' ,;,;;'<>, 757.03 411.61
Provision Held for Standard Assets /~<:r"~:/' -,<>, ..~', 71.87 33.61
Unrealized Interest on NPA /,~s' .... ,.~i.'> 868.14 428.58-. ,



# from current financial year, the advances are disclosed in the Balance Sheet net of unrealized
interest. Accordingly, the advances of the previous year has been regrouped (Unrealized Interest for
current Year RS.858.14 crores (Previous year - Rs.428.58 crore).

BREAK UP OF PROVISIONS AND CONTINGENCIES (Rs. In Crores)

CURRENT PREVIOUS YEAR
PARTICULARS YEAR 31.03.2019

31.03.2020
Provision for NPA 384.04 122.74
Provision for Standard Assets 38.26 4.63
Provision against Fraud/other assets 2.50 0.00
Provision held for Investments 0.26 0.07
Provision for taxation (Including Deferred tax) 0.00 25.70

SECTOR-WISE NPA (Rs. In Crores)

SINo Sector Current Year Previous Year

I
I

ot« Adv NPA 0/0 to O/s Adv NPA I 0/0 to
I

Adv I Adv

A Priority Sector

1 Agriculture and 7295.12 988.00 13.54 7415.79 515.72 6.95
allied activities

2 Advances to 96.21 27.11 28.17 110.19 29.66 26.92
industries sector
eligible as priority
sector lending

3 Services 1564.50 414.37 26.49 I 1916.57 428.16 22.34

4 Personal Loans 1092.01 127.84 11.71 858.99 82.12 9.56

Sub- total(A) 10047.84 1557.32 15.50 10301.54 1055.66 10.25

B Non- Priority
Sector

1 Personal Loans(JL 1042.48 55.65 5.34 1060.97 55.90 6.21
Loan, LD and
Mortgage Loan)

Sub- Total(B) 1042.48 55.65 5.34 1060.97 65.90 6.21

TOTAL (A+B) 11090.32 1612.97 14.54 11362.51 1121.56 9.87

5. BUSINESS RA TIO :

51. CURRENT PREVIOUS YEAR
No PARTICULARS YEAR 31.03.2019

31.03.2020

i) Interest Income as a percentage to Working 7.03 7.94Funds

ii) Non-interest income as a percentage to 0.97 0.72Working Funds

iii) Operating Profit as a percentage to Working (-)0.96 1.16Funds

iv) Return on Assets CC:Cc
CC;~c<

(-) 3.46 0.29
c

v) Business (Deposits plus advances) per ':} c'"
7.50 7.17employee (Rs. In Crores) CcC c

I vi) I Profit per employee( Rs in lakhs)
, i(-J 17.27 1.42



6. ASSETS LIABILITY MANAGEMENT:

MA TURITY PA TTERN OF CERTAIN ITEMS OF ASSETS AND LIABILITIES
(RS. In Crores)

Particulars Over 3
Over 329 month Over 6 Over 1

1 to 14 15 to
days to s & up months year & years

Over 528 & up Total
days

days
J to 6 & up to up to 3 to5 years

months month 1 year years
S

years
- -
Deposits 602.33 53668 2196.12 1535.45 3902.67 2778.85 1843.78 1782.91 15178.49
Advances 1588.03 109.18 735.61 1329.53 2032.22 1260.48 2159.36 1875.91 11090.32

Investments 10.97 0.00 85.14 36.62 10.05 698.58 412.79 1932.51 3186.66
Deposit with
other Banks 848.39 35.00 570.00 330.00 2920.00 1.20 0.00 0.25 4704.84

Borrowings 825.94 0.00 11.97 272.05 481.19 606.60 309.62 56.46 2563.83
Foreign Nil Nil Nil Nil Nil Nil Nil Nil Nil
Currency [ I
assets
Foreign Nil Nil Nil Nil Nil Nil Nil Nil Nil
Currency
liabilities

7. EXPOSURES:

a) Concentration of Deposits: (Rs. In Crores)

Total Deposits of twenty largest depOSitors 937.83
Percentage of Deposits of twenty largest depositors to total Deposits of the Bank 6.18

Concentration of Advances:
Total Advances of twenty largest Borrowers 88.03
Percentage of Advances of twenty largest borrowers to total advances of the 0.79
Bank

Concentration of Exposures
1-'
Total exposures of twenty largest borrowers/ customers 1025.86
Percentage of exposures to twenty largest borrowers/customers to total exposure 3.91
of the bank on borrowers/customers.

b) Lending to sensitive sector

(i) Exposure to Real Estate Sector
(Rs. In Croresl

CATEGORY CURRENT PREVIOUS
YEAR YEAR

31.03.2020 31.03.2019
aJ Direct exposure

(i). Residential Mortgages -
Lending fully secured by mortgages on residential 761.94 886.09
property that is or will be occupied by the borrower or
that is rented; (Individual housing loans up to Rs.2S
lakh may be shown separately)

Commercial Real Estate -

(ii). Lending secured by mortgages on commercial 26.80 37.97
real estates (office buildings, retail space,
multi-purpose commercial premises, multi- .',:J,;,,\family residential buildings, multi-tenanted
commercial premises, industrial or warehouse ,.

I
space, hotels, land acquisition, development
and construction, etc.). Exposure would also
include non-fund based (NFB) limits'.



--

b) Investments in Mortgage Backed Securities (MBS)
Nil Niland other securitised exposures -

(i) . Residential, Nil Nil
(ii). Commercial Real Estate Nil Nil

c) Indirect Exposure Nil--_._-.- --- --- ---- IFund based and non-fund based exposures on
I National Housing Bank (NHB) and Housing Finance Nil
Com[2anies ~HFCS~.

_-1
(ii) Exposure to Capital Market (Rs. In Crores)

51. I PARTICULARS CURRENT PREVIOUS INo. I YEAR YEAR I31.03.2020 31.03.2019
1 Direct investment in equity shares, convertible bonds, I

I

I
convertible debentures and units of equity-oriented

2.10 I 2.50mutual funds the corpus of which is not exclusively
invested in corporate debt i

2 Advances against shares/bonds/ debentures or other I
Isecurities or on clean basis to individuals for

I investment in shares (including IPOs/ESOPs), Nil' Nil
convertible bonds, convertible debentures, and units of
equity-oriented mutual funds;

3 Advances for any other purposes where shares or
convertible bonds or convertible debentures or units of

Nil Nilequity oriented mutual funds are taken as primary
security'

4 Advances for any other purposes to the extent secured
by the collateral security of shares or convertible
bonds or convertible debentures or units of equity
oriented mutual funds i.e. where the primary security Nil Nil
other than shares/convertible bonds/convertible
debentures/units of equity oriented mutual funds
'does not fully cover the advances;

5 Secured and unsecured advances to stockbrokers and
guarantees issued on behalf of stockbrokers and
market makers; Nil Nil

6 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 Nil Nil
equity of new companies in anticipation of raising
resources;

7 Bridge loans to companies against expected equity Nil Nil
flows/issues'

8 Underwriting commitments taken up by the banks in
respect of primary issue of shares or convertible bonds Nil Nil
or convertible debentures or units of equity oriented
mutual funds;

9 Financi~g to stockbrokers for margin tradin..Q; Nil Nil
10 All exposures to Venture Capital Funds (both

registered and unregistered) will be deemed to be on
par with equity and hence will be reckoned for Nil Nil
compliance with the capital market exposure ceilings
(both direct and indirect) ,c· '- :-:<'., I

Total Exposure to Ca~tal Market --. r; c": 2.10 2.50
';\'



d) Concentration of NPAs
(Rs. in crores)

Particulars No.ofalcs Amount
osure to to four NPA borrowers 8 47.58

B. DISCLOSURE IN TERMS OF ACCOUNTING STANDARDS (AS):

a) Net Profit or Loss for the Period, Prior Period items and changes in Accounting Policies
(AS 5);

There are no material prior period income/expenditure items requiring disclosure under AS-5.

b) Revenue Recognition (AS 9):

There has been no occasion of postponing revenue recognition pending resolution of significant
uncertainties. As per Accounting Po/icy NO.6 given in Schedule-1B, Significant Accounting
Policies, certain items of income are recognized on realization basis on account of statutory
requirement or on account of materiality.

c) Employee Benefits (AS 15):

The Bank has accounted for employee benefits as per AS 15 issued by lCAl.

KVG BANK Employees Pension Regulation 2018:

Model Regional Rural Bank (Employees') Pension Regulation, 2018 was adopted by the Bank.
Employees who joined the service prior to 01/04/2010 become eligible for the Scheme. The
pension is payable from 01/04/2018 onwards in respect ofe/igible employees, existing or retired
or eligible family members of such employees. The Bank had entrusted the assessment of
actuarial valuation of pension liability to M/s Bhudev Chatarjee, Kolkata, approved agency for
actuarial valuation and the total pension liability has been assessed at Rs. 871.84 crores as on
31.03.2020.

In terms of the requirements of Accounting Standard - 15 (Revised) - Employee Benefits, the
entire amount of Pension liability on account of pension option granted to employees is required
to be charged to Profit & Loss account. However, in accordance with the permission granted by
Reserve Bank of India as advised by NABARD, vide letter No. NB.DoS.PoL.HO/2533/J-l/2019-20
dated 12-12-2019, RRB's are permitted to amortize their pension liability over a period of 5
years beginning with the financial year ended 31st March, 2019 subject to a minimum of 20% of
the pension liability assessed as at 31st March of the year concerned. Accordingly, RRBs may
ensure that a provision of at least 40% of the total Pension Liability assessed by them is charged
to the Profit & Loss account and provided for as on 31.3.2020. In view of the exceptional nature
of the event, pension related unamortized expenditure need not be reduced from Tier-I capital.
Hence, the Bank has exercised the option of amortizing the pension liability over a period of 5
years and has made a cumulative provision of Rs. 348.74 crore only as on 31.03.2020 (40% of
total pension liability as on 31.03.2020 and which includes provision of RsAO crore made during
the year ended 31.03.2019). An amount of Rs.48.13 crores have been refunded by the retired
employees / family pensioners to the Pension trust directly as per the Scheme and utilized by
the trust for payment of pension / commutation without contributing to LIC of India and as such
not considered in the books of account of the Bank.

A reconciliation of Opening and Closing balances of the present value of the Defined Benefit
Obligation & Plan Assets and the effects during the period attributable to each of the following is
as under:



(i) Principal Actuarial Assumptions at the Balance Sheet date:

Type of plan
Particulars Funded Gratuity Funded Leave Pension

encashmenr
Discount rate 7.25% 7,01% & 7,15% 6.36%
Salary Escalation rate 7,00% 7.00% 6.00%
Return on Assets 7.15% 7,01% & 7.15% 6.81%

(ii) Changes in the Present Value of the Obligations (PVO) - Reconciliation of opening and
closing balances: (Rs. in crores)

Type of plan I
Particulars Gratuity Leave Pension

encashment
PVO at the beginning of the year 161.66 80.48 40.00*
Add: Interest cost 12.12 6.23 0.00
Add: Current Service cost 6.75 2.10 ' 82.29
Add: Past Service cost 0.00 0.00 0.00
Less: Benefits paid 27.39 11.47 70.86
Add: Actuarial toss/qeini -) on obligation (-) 7.45 0.32 820.41
PVO as at the end of the year 145.69 77.661 871.84
40% of the above PVO 348.74

*Amount actually provided for in the books as on sr' March, 2019 and not based on actuarial
valuation.

(iii) Changes in the Fair Value of plan assets - Reconciliation of opening and closing
balance: (Rs. in crores)

Type of plan
Particulars Gratuity Leave Pension

encashment
Fair value of plan assets at the beginning of the 166.94 94.66 0.00
year I I

Add: Expected Return on Plan Assets 11.37 6.36 5.82
Add: Contributions 25.01 0.00 300.41
Less: Benefits paid 27.39 11.47 70.86*
Less: Withdrawal of excess and trf to Gratuity Plan 0.00 0.00 0.00
Add: Actuarial gain/loss (-) 0.00 0.00 0.00
Fair value of plan assets at the end of the year 175.93 89.55 235.37

*Benefits paid through LIC of India by Pension Fund Trust

(iv) Amount recognized in the Balance Sheet: (Rs. in crores)

Particulars Type of plan
Gratuity Leave encashment Pension

Present value of obligation at the end of the year 145.69 77.66 871.84
Fair value of Plan assets at the end of the year 175.93 89.55 235.37
Net 30.24 11.89 636.47
Unrecognized liability* 0.00 0.00 523.10
Asset/Liability( -) recognized in the Balance Sheet 30.24 11.89 Ir) 113.37

* Being 60% of the total pension liability as on 31.03.2020 deferred over the next three financial
years as permitted by RBI.

In addition to the asset recognized above for Gratuity & Leave enceshment, Bank is also holding
additional investment in Gratuity Fund amounting to Rs.215.67 crores and disclosed under "Other
Assets" under Schedule 11 (Previous year Rs. 207.86 crores).



(v) Expense recognized in the Profit & Loss account: (Rs. in crores)

Particulars Type of plan
Gratuity Leave encashment Pension

Current Service Cost 6.75 2,10-
Past Service cost 0.00 0.00

I Interest cost
- --

12.12 6,23
Less: Expected Return on Plan Assets 11,37 6.36
Net Acturial L055/Gainl- 2 J-)7.45 0.32
Expenses recognized in Profit & Loss account 0.05 2.29 373.78

Pension expenses recognized in Profit & Loss account: (Rs. in crores)

Contribution to LIC of India 300.41
Less: Contribution in respect of previous financial veer 40.00
Net Contribution for the 'Lear 260.41
Add: Shortfall in contribution as per actuarial valuation as on 31.03.2020 113.37
Expenses charged to Profit & Loss account for the year 373.78

(vi) Movement in the Liability recognized in Balance Sheet (Rs; in crores)

Type of plan
Particulars Gratuity Leave Pension

encashment
Opening Net Asset/ Liability( -) 5.28 14.18 (-) 40.00
Expenses recognized in Profit & Loss account 0.05 2.29 373.78
Unamortized expenditure 0.00 0.00 0.00
Contributions paid/utilized 25.01 0.00 300.41
Closing Net Asset/ Uability( -) 30.24 11.89 (-) 113.37

The Bank has funded the gratuity and retirement leave encashment liabilities through Policies
obtained from LIe of India. LIe ascertains the gratuity & leave encashment liability on actuarial
basis and whatever contribution is demanded by LIe based on that valuation, the same is remitted
in full by the Bank. As at the end of the financial year there is a surplus of Rs.42.13 crores funded
by the Bank with LIe of India and the same is disclosed under "Other Assets" in the Balance Sheet.
The disclosures under AS-1S as above are based on the Reports obtained from LIe of India/Actuary.

d) Segment Reporting (AS 17): (Rs. in crores)

Particulars\Business Segments Treasury Banking Operations Total
31.03.2020 31.03.2019 31.03.2020 31.03.2019 31.03.2020 31.03.2019

Segment Revenue 255.27 199.85 1,237.56 1,303.69 1,492.83 1,503.54

Segment Expenses 159.76 156.19 1,692.44 1,075.20 1,852.20 1,231.39

Segment Results 95.51 43.66 -454.88 228.49 (-) 359.37 272.15
Unallocated Expenses - - - - 260.56 207.03

Unallocated Income - - - - 14.97 8.50

Income Tax - - - - - 23.50

Extraordinary profit/loss - - - - - -

Net Profit (-) 604.96 50.12
Other Information - - - - - -

Segment Assets 3,360.78 3,039.99 10,584.11 10,769.49 13,944.89 13,809.48
Un allocated Assets - - - - 5,727.92 4,180.55

Total Assets 3,360.78 3,039.99 10,584.11 10,769.49 19,672.81 17,990.03
Segment Liabilities

{/'"L
3,071.33 2,671.36 14,327.62 12,914.05 17,398.95 15,585.41

Unallocated Liabiliti~$:'( BHn'lain i)~il - - - - 2,273.86 2,404.62
Total liabilities (~~~P3.071.33 2,671.36 14,327.62 12,914.05 19,672.81 17,990.03



The Primary reporting segment is business segment and the Bank operates in only one geographic
segment. The business segments identified are "Banking" and "Treesury" segments. The allocation
of expenses among the segments, identification of Segmental assets and liabilities & allocation of
other assets and liabilities to segments are done on a reasonable basis. Assets/ Liabilities & Income/
Expenditure which could not be identified / allocated are shown as unallocated.

e) R@lat@dParty Disclosures (AS 1B):

(i) Names of Related Parties & their Relationship:
Associate (Sponsor Bank): Syndicate Bank

(ii) Key Management Personnel & their remuneration (Rs. in Lakhs)

I Key Management Personnel Designation Period Remuneration
2019-20 2018-19

Mr. S. Ravindran Chairman From 11-4-16 6.56 18.86
Mr. P. Gopi Krishna Chairman From 29-7-19 18.20 -
Total 24.76 18.86

(iii) Related Party transactions (Rs. in Crores)

Particulars I Key Relatives of Total
Management Key
Personnel Management

Personnel
Borrowings outstanding - - -

Maximum during the 'Lear - - -
Oeposits outstanding 0.12 - 0.12
Maximum during the year 0.12 0.12
Investments outstanding - - -
Maximum during the year - - -
Advances outstendinq - - -
Maximum during the 'Lear - - -
Non funded commitments - - -
Maximum during the year - - - -~
Leasing/HP arrangements - -- -
availed
Maximum during the year - - -
Leasing/HP arrangement - - -
provided
Maximum during the year - - -
Interest Paid - - -
Interest received - - -

Remuneration - - -
Rendering of services - - -
Receiving of services - - -
Management of contracts - - -
Any other receivable - - -
Any other pa'Lable - - -
Purchase of fixed assets - - -
Sale of fixed assets - - -

In terms of RBI circular on notes to accounts, key management personnel are whole time directors
of Board for related party disclosure.

The transactions with associates have not been disclosed in view of Para 9 of AS 18 "Related Party
Disclosure" which exempts State Controlled Enterprises from making any disclosures pertaining to
their transactions with other related parties, which are also Sta~e--Q(jntF:olled.



f) Earnings Per Share (AS 20): Basic & Diluted
-~.

Particulars 31-03-2020 31-03-2019
Net profit as per Profit and Loss Account (A) (in '000) (-) 604,9629 50,11,71
Weighted Avo. no. of Equity/Diluted Eaultv Shares (B) 2,3973 160 23973160
Earnings per Share (EPS in Rs.) (C ;;;;A/Bl___ (-) 252.35 20.91
Face Value per Share (R.s.) 10.00 10.00

-

g) Accounting of Taxes on Income (AS zz»
The Deferred Tax Assets/Liability on account of Timing difference as per books and income tax for
the below components are as follows:

Rs. in thousands)
Deferred Tax Asset (DTA)
Difference in WDV of fixed assets as per books and Income Tax Act 14,015.77
Timing difference on account of disallowances under Income Tax Act 29527.46
Total 43,543.23
Deferred Tax Liability (DTL)
Deduction claimed under Income tax towards contribution to Leave -
Encashment Fund
Total 43,543.23
Net Deferred Tax Assets/(Deferred Tax Liability) 43,543.23

The Bank has not recognized deferred tax asset on timing differences in respect of expenses allowed
as per books and income tax and on accumulated losses as there does not exist virtual certainty
supported by convincing evidence that sufficient future taxable income will be available against
which such deferred tax assets can be realised.

h) Interim Financial Reporting (AS 25):

The half yearly review for the half-year ended so: September, 2019 was conducted by the Statutory
Central Auditor appointed for the year ended 31st March, 2019.

9. OTHER DISCLOSURES:

a) Movement of Floating Provisions (Rs. in crores)

Particulars 31-03-2020 31-03-2019
a) OpeninQ Balance of floatinq provisions account 34.78 23.00

~lJhe quantum of floating provisions made in the accounting year 0.22 11.78
c) Amount drawn down made during the accounting year 0.00 0.00
d) Closing balance in the floating provision account 35.00 34.78

b) Draw Down from Reserve

There was no draw down from Reserves during the financial year ended 31st March, 2020.

c) Redressal of Complaints
S.No. Particulars Details
1 No. of complaints pending at the beginning of the year 0
2 No. of complaints received during the year 133
2 No. of complaints redressed during the year 133
4 No. of complaints pending at the end of the year 0



d) Award passed by the Banking Ombudsman

S.No. Particulars Details
1 No. of untmolementea awards at the beginning of the year NIL
2 No. of awards passed by the Banking Ombudsmen during the 0

year
2 No. of awards implemented during the year 0
4 No. of untmotementeo awards at the end of the 'Lear 0

e) Penalties imposed by RBI / NABARD:

During the year following penalties were imposed by RBI on the Bank (Previous year: NIL).

SI. No. Date of penalty Particulars Amount in Rs.
1 16-08-2019 Deficiencies in Currency chest during RBI 35,000

inspection in July 2019
2 24-09-2019 Non-acceptance of coins by APMC (Kumta) & 20,000

Honnavar branch
3 05-11-2019 Improper reporting of soiled notes by Currency 5,000

chest

f) Priority Sector Lending Certificates (PSLC): (Rs. In crore)

Type ofPSLC 2019-20 2018-19
Sold Purchased Sold Purchased

PSLC-Agriculture 3000.00 0.00 - -
PSLC-SF/MF 1900.00 0.00 - -
PSLC-Micro 0.00 0.00 - -
PSLC-General 0.00 3325.00 - -
Total 4900.00 3325.00 - -
Income earned on sale 49.01 - - -
Expenditure on purchase - 4.59 - -

g) Transfer to Depositor Education and Awareness Fund (DEAF): (Rs. in crore)

Particulars FY 2019-20 FY 2018-19
Opening balance of amounts transferred to DEAF 10.10 6.57
Add: Amounts transferred to DEAF during the 'Lear 2.57 3.66
Less: Amounts reimbursed ov DEAF towards claims 0.08 0.13
Closing balance of amounts transferred to DEAF 12.59 10.10

h) RISK CATEGORY WISE COUNTRY EXPOSURE:

Not applicable - Bank is not dealing / has no foreign currency exposure.

i) DETAILS OF SINGLE BORROWER LIMIT (SBL), GROUP BORROWER LIMIT (GBL)
EXCEEDED BY THE BANK:

The bank has not exceeded the prudential exposure limits during the year.

j) Net profit:

The net profit has been arrived at after accounting for the following under "Provisions and
Contingencies"

Provision/write off of non performing advances and investments
Provision on standard assets
Adjustment for appreciation/depreciation on investments
Other usual and necessary provisions



k) Impairment of assets;

Fixed Assets possessed by the Bank are treated as "Corporate Assets" and are not "Cash
Generating Units' as defined by AS-28. In the opinion of the management, the depreciation
recognized on the assets will suffice to cover the impairment of such "Fixed Assets".

I} Taxes on income:
r-r- ---------

5/. PAR.TICULARS CURRENT PREVIOUS
No. YEAR YEAR

31.03.2020 31.03.2019
1) Provision for Income Tax Nil RS.24.05 Crores
2) Provision for Deferred Tax Nil RS.1.65 Crores

As the Bank has incurred loss for the year and not expecting any taxable profit, income tax
liability for the current year has not been provided for. The Bank is not considering the benefit
u/s 36 (1) (viii a) of the IT Act 1961 for the purpose of providing the income tax liability from
assessment year 2019-2020 as a matter of prudence since the claim of the Bank under that
section are disputed by the Income tax Department and cases are pending with various
authorities for different assessment years.

Deferred tax assets arising on account of timing differences between taxable and accounting
incomes for the period is recognized keeping in view the consideration of prudence in
accordance with the accounting standard 22 issued by ICAL The Bank has not recognized
deferred tax asset on timing difference of expenses as per books and income tax and on
accumulated losses as there does not exist virtual certainty supported by convincing evidence
that sufficient future taxable income will be available against which such deferred tax assets can
be realised.

m) Contingent liability in respect of Income tax disputes pending with various authorities
for different assessment Years:

Disallowances under sec 36 (i)(viia) have been made by the Income tax Department for various
assessment years being claim allowable towards deduction @ 10% of rural advances of the
Bank as at the end of each year as a deduction. The disallowances are disputed by the Bank
and appeals of the Bank are pending with various authorities. The details are given below:

(Rs. in crores)

Assessment Appeal Pending with Amount Provision Contingent
Year Demanded held/reco Liability not

gnized provided for
2007-08 Karnataka High Court, 3.70 3.70 Nil

Dharwad Bench
2009-10 Karnataka High Court, 39.26 Nil 39.26

Dharwad Bench & ITAT,

r--- Bangalore
2010-11 Karnataka High Court, 85.81 Nil 85.81

Dharwad Bench & ITAT,
Banqalore

2011-12 ITAT Benqaluru 48.58 Nil 48.58
2012-13 Karnataka High Court 84.29 Nil 84.29

Dharwad Bench
2013-14 -do- 82.59 6.67 75.92
2014-15 ITAT, Bangalore 85.01 50.00 35.01
2015-16 -do- -- .' ;<;., 77.07 46.25 30.82
2016-17 -do- ";.: .. ~<),;: 71.01 31.65 39.36
2017-18 -do- . "';/ -« \\ 80.52 65.00 15.52

"'. ".k/,C •••.s; ;; 11 -
657.84 203.27 454.57

"

/~.:,; If



n) Disputed tax demand regarding non-compliance of rule 29C for submission of Form 15
H / 15 G declarations with the Income tax authorities for non-deduction of TDS on
Interest on Deposits:

(Rs, in crores)
-- --- ---

Assessment Appeal pending with Amount Amount Contingent
Year Demanded paid & liability

recoqnlzad not
provided
for

2008-09 to Karnataka High Court, 4.96 4.96 NIL
2011-12 Dharwad Bench

0) Details of Income tax disputes for various assessment years pending with authorities:

(i) In the matter of income tax assessment for the Asst. Year 2007-08, the Asst. Commissioner
of Income Tax, Circle - 2(1), Hubli has reopened the case by issue of notice u/s 148 dated
15.03.2013 and passed the order on 15.01.2014 demanding income tax and interest of Rs.
3,70,12,272 and the same is paid. The bank had preferred an appeal before the C!T (A), Hubli,
but CfT (A) passed an order upholding the order passed by the AO. The bank has preferred an
appeal before the ITAT Bangalore and the !TAT has passed an order on 23.01.2020 and referred
the matters to the Assessing Officer for verification of Form No. 15G and Form No. 15H and
appeal effect is pending. Further the Bank had preferred an appeal before Karnataka High Court
Dharwad Bench against this ITAT Order.

(ii) With regards to Assessment Year 2009-10, the case was taken for scrutiny and the
assessment order has been passed on 17.11.2011 by disallowing some of the deductions
cfaimed in the return. Bank had preferred an appeal before the Commissioner of Income Tax
(Appeals) Hubli. The order has been passed on 26.02.2014 by C!T (A) deleting most of the
additions made. The department has given effect to CIT (A), Hubli order and refunded the
taxes. The department has filed an appeal before ITAT, Bangalore against C!T(A), Hubli order.
The order has been passed on 25-04-2018 by !TAT, Bangalore and !TAT has disallowed
deductions claimed u/s36(i)(viia) of the Act in respect of rural advances and interest disallowed
u/s 40(a)(ia) of the Act. The Bank has made an appeal before the Honbl'e High Court of
Karnataka, Dharwad Bench and the same is pending. Meanwhile the department has given
effect to !TAT, Bangalore order by making certain additions to the returned income and
demanded Rs.39,25,75,843/- as tax. The bank has preferred an appeal before the C!T(A), Hubli
and the same is disposed on 06.03.2020 by disallowing deduction claimed u/s 36(i)(viiia),
deduction claimed under section 36(i)(viii) and interest u/s 40(a)(ia) of the Income Tax Act,
1961 and Bank has preferred an appeal before !TAT, Bangalore against this order.

(iii) With regards to the Assessment Year 2010-11, the case was taken for scrutiny and the
assessment order has been passed on 18.03.2013 by disallowing some of the deductions
cfaimed in the return. Bank had preferred an appeal before the Commissioner of Income Tax
(Appeals) Hubli. The order has been passed on 26.02.2014 by C!T (A) deleting most of the
additions made. The department has given effect to CIT (A), Hubli order and refunded the
taxes. But the department has preferred an appeal before !TAT, Bangalore and the same is
pending. The order has been passed on 25-04-2018 by !TAT, Bangalore and !TAT has
disallowed deductions claimed u/s36(i)(viia) of the Act in respect of rural advances and interest
disallowed u/s 40(a)(ia) of the Act. The Bank has preferred an appeal before the Hon'ble High
Court of Karnataka, Dharwad Bench and the same is pending. Meanwhile the department has
given effect to !TAT, Bangalore order by making additions to the returned income and
demanded Rs.85,80,71,675/- tax. The bank has preferred an appeal before the C!T(A), Hubli
and the same is disposed on 06.03.2020 by disallowing bank's deduction claimed u/s
36(i)(viiia), deduction claimed u/s 36(i)(viii) and interest disallowance u/s 40(a)(ia) of the
Income Tax Act, 1961 and bank has now preferred an appeal before the !TAT, Bangalore
against this order.



(lv) With regards to Assessment Year 2011-12, the case was taken up for scrutiny and the
assessment order u/s 143(3) has been passed on 17.12.2013 by disallowing some of
deductions claimed in the return. The bank had preferred an appeal before the CIT (A), Hubli
and the same was disposed by eIT (A) in Bank's favour on 31.03.2016. Income tax department
has given effect and refunded the taxes. But the department has preferred an appeal to ITAT,
Bangalore against CIT( A), Hubli order and the same is disposed by the ITAT Bangalore by not
allowing deduction claimed by the Bank. The Bank had filed an appeal before Karnataka High
Court/ Dharwad Bench.

(v) With regards to Assessment Year 2012-13/ the cese was taken up for scrutiny and the
assessment order u/s 143(3) has been passed on 30.12.2014 by disallowing some of
deductions claimed in the return. The Bank has preferred an appeal before the CIT (A), Hubli
and the same was disposed by CIT (A) in bank's favour on 31-03-2016. Income tax department
has given appeal effect and refunded the taxes. But, the department has preferred an appeal to
ITAT, Bangalore against CIT (A), Hubli order allowing deduction u/s 36(i)(viia) of the Act in
respect of rural advances and the same is disposed by the ITAT Bangalore on 23.01.2020 by
not allowing deduction claimed by the Bank under section 36(i)(viia). The essessinq officer has
given effect to ITAT order on 19.03.2020 demanding tax of Rs. 33.48 crores. The bank had filed
an appeal before Karnataka High Court, Dharwad Bench.

(vi)With regards to Assessment Year 2013-14, the case was taken up for scrutiny and the
assessment order u/s 143(3) has been passed on 27.02.2015 by disallowing some of
deductions claimed in our return. The Bank had preferred an appeal before the CIT (A), Hubli
and the same is disposed by CIT(A) in bank's favour on 31-03-2016. The I. T. department has
given appeal effect and refunded the taxes. But, the department has preferred an appeal before
ITAT, Bangalore against CIT (A)/ Hubli order allowing deduction u/s 36(i)(viia) of the Act in
respect of rural advances and the same was disposed by the ITAT Bangalore on 23.01.2020 by
not allowing deduction claimed by the Bank under section 36(i)(viia). The assessing officer has
given effect to ITAT order on 19.03.2020 demanding tax of Rs. 52.94 crores. The bank filed
appeal before Karnataka High Court, Oharwad Bench against this order.

(vii) With regards to Assessment Year 2014-15, the Return of income was filed on 29-09-2014
by declaring a loss of Rs.214,83,01/433/-. The case was taken up for scrutiny and assessment
order u/s 143(3) has been passed on 28.12.2016 by disallowing some of the deductions claimed
in the return and demanded Rs.142,85,70,594/-. The Bank had preferred an appeal with
CIT(A), Hubli. CIT (A), Hubli allowed appeal in Bank's favour. Income Tax department has
given effect to the CIT(A), Hubli order and refunded the taxes. But the department has filed an
appeal before ITAT, Bangalore for allowing deduction u/s 36(i)(viia) of the Act in respect of rural
advances and the same is pending.

(viii) With regards to Assessment Year 2015-16, the Return of Income was filed on 30-09-2015
by declaring a loss of Rs.326/83J2,104/-, the case was taken up for scrutiny and assessment
order u/s 143(3) has been passed on 28-12-2018 by disallowing u/s 36(i)(viia) in respect of
rural advances and demanded Rs.77,07,48,515/- as tax. The Bank had preferred an appeal with
CIT(A), Hubli and the same is disposed by the CIT(A) Hubli on 06.03.2020 in favour of the
department and the bank has filed an appeal before ITAT, Bangalore against the CIT(A), Hubli
appellate order and same is pending.

(ix) With regard to Assessment Year 2016-17 Return of Income was filed on 29-09-2016 by
declaring loss of Rs.336,65,80,993/-, the case was taken up for scrutiny and assessment order
u/s 143(3) has been passed on 28-12-2018 by disallowing claim u/s 36(i)(viia) in respect of
rural advances deductions in the return and demanded Rs.71,01,19,560/- tax. The Bank had
preferred an appeal with CIT (A), Hubli and the same is disposed by the CIT (A), Hubli on
06.03.2020 in favour of the department and the bank has filed appeal before ITAT, Bangalore
against the CIT(A), Hubli appellate order and same is pending.

(x) With regard to Assessment Year 2017-18, Return of Income was filed on 28-10-2017 by
declaring loss of Rs. 345,20,63J24/- and the case was taken up for scrutiny assessment and
assessment order u/s 143(3) of the Act has been passed on 24.12.2019 by disallowing
deduction claimed u/s 36(i)(viii) in respect of rural advances and demanded »:Qf:Ss.
80,52,03,231/-. The Bank preferred an appeal before CIT(A), Hubli against this .•Q;iCie;~,liiJ
CIT(A), Hubli disposed the appeal on 06.03.2020 in favour of the department. The Bank ha"s.,
filed appeal before ITAT, Bangalore against this order andsame is pending.



(xi) With regard to Assessment year 2018-19{ Return of Income was filed on 20-09-2018 by
declaring a loss of Rs.374{60,82,013/-. Return is processed by Income Tax Department and
Bank received refund of Rs. 66,00,73,216/- with interest and notice has been issued for
scrutiny assessment and assessment is pending.

(xu) With regard to Assessment year 2019-20{ Return of Income was filed on 29.10.2019 by
declaring a loss of Rs. 66,92,19,601/-, Return is processed by Income Tax Department and
Bank received refund of Rs. 17,32,24,230/- with interest.

(xiii) Further during the FY 2012-13, the Income Tax Officer, TDS Ward Hubli has conducted
survey in few of our branches and subsequently collected the details of Interest paid by the
Branches to the depositors. In this regard ITO, TDS Ward, Hubli has passed an order u/s 201
(1) on 31.07.2012 and issued a Demand Notice for the F Y: 2007-08 to 2010-11 for total
amount of Rs.4,96,47,500/-. The Bank has preferred an appeal before the Commissioner of
Income Tax (Appeals) Hubli on 03.09.2012 against the order of ITO TDS Ward and also filed a
stay petition on above Demand Order. However, the Income Tax Officer TDS had rejected the
stay application and subsequently Bank has remitted Rs.4,96,47,500/- to the Income Tax
Officer, TDS Ward as per their Demand Notice. The CIT (A) passed an order giving partial relief.
Bank has preferred an appeal before the ITAT, Bangalore and ITAT has upheld the order of
CIT(A), Hubli vide its order dated 28.02.2018 and held that survey conducted in respect of
branches other than 118 branches coming under Income Tax Officer, TDS Hubli are without
jurisdiction. The appeal effect to the ITAT, Bangalore order is pending.

(xiv) During current year, Bank has not paid Advance tax (Paid Previous year: Rs.16.50 crore).

p) Frauds: The position of frauds is as under: (Rs. In crores)

Particulars No, of Cases Total amount
Opening balance 42 7.97
Detected during the year 08 1.23
Recovered during the year - 0.43
Closing balance 50 8.77

q) Reconciliation: Reconciliation/clearance of outstanding entries of inter office transactions
between branches, head office and sponsor bank, drafts paid, drafts payable, branch
adjustment, sundry assets, claims and frauds outstanding, outstanding liabilities is an ongoing
process. For observations and memorandum of changes suggested by auditors the effect is given
at Head office.

r) Branch returns:

Returns received from 456 branches audited by the Branch Auditors along with 58 branches
audited by Statutory Central Auditors. 119 branches were not subjected to audit and their
returns have been accepted for incorporation in the financial accounts after scrutiny.

s) Pending settment of the Bipartite agreement on wage revision (due from November 2017), an
adhoc amount of Rs.63 crores has been provided during the year towards wage revision for staff
and pensioners in addition to an adhoc amount of Rs.14. 02 crores paid to the staff towards wage
revision.

t) The Bank is holding under "Other Assets" under Schedule 11 an amount of Rs.2,94,36,460/-
being the amount due from farmers in respect of reversal of Interest Subvention claims for the
FY: 2018-19 wrongly worked out and credited to their loan accounts and hence ineligible for
claim. However, the same has been considered as non-realizable and 100% provisioning has
been made in the accounts for the same. Also, "Other Assets" include an amount of
Rs.21,21,293/- being the amount recoverable from farmers in respect: of reverse! of Interest
subvention claims for the current year wrongly worked out and creditiidtf)~hteir loan accounts
but subsequently identified as ineligible for claim. ,.



u) Previous year figures regrouping / reclassification:

Previous year's figures have been regroupedj rearranged wherever considered necessary to
conform to the current year's classification.

Place: Bengaluru
Date: 27-07-2020
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