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ANNUAL REPORT
2OO1-O2 Andhra Bank

Market capitalisation moves from Rs.360 crore to Rs.751 crore adding value to shareholders

Dear Shareholder The market capitalisation of your Bank moves from Rs.360 crore as
on 3.8.2001 to Rs.751 crore as on 17.6.2002 adding value to
shareholders.The year 2001-2002 was an eventful

year for your Bank with significant
achievements to its credit, tnspite of the
testing times witnessed by the Indian
economy due to the global slow down
compounded by the adverse impact of
11th Sep' 2001 terrorist attacks, the
economy registered a GDP growth rate
of 5.4% compared to 4% in the previous
year.

During the year, the Bank has performed
well under many parameters. The total

business of your Bank improved from Rs.25,992 crore to Rs.28,472
crore registering a growth of 9.54%. The aggregate deposits
increased marginally to Rs. 18,303 crore as against Rs, 17,973 crore.
During the year, the Bank took a conscious decision to reduce the
cost of deposits and accordingly repaid the deposits at preferential
rates aggregating to nearly Rs.2,000 crore. This has resulted in
cost of deposits coming down from 8.51% to 8.20%. However,
the aggregate deposits excluding deposits carrying preferential rates
registered a growth rate of 17.3%.

The Gross Bank Credit increased from Rs.7,700 crore to Rs.9,981
crore registering growth of 29.62%, which is one of the highest
among the growth rates achieved by Public Sector Banks.
Consequently the credit deposit raiio of the Bank improved from
42.84% to 54.53%. This growth has helped the Bank in no small
measure to improve its bottomlines.

The Bank has retained No.1 position in Self Help Groups - Bank
Linkage Programme in the state of Andhra Pradesh during the year
2001-02. We have financed 27,349 Self Help Groups with credit
disbursements amounting to Rs.61.04 crore in the state of Andhra
Pradesh. In the area of Kisan Credit Cards, the Bank has issued
1.93 lakhs Kisan Credit Cards during the year, surpassing the target
of 1.89 lakhs, Thus the Bank continues to maintain the lead position
amongst the Scheduled Commercial Banks in Andhra Pradesh during
the last four years. The Bank has also launched in conformity with
national priorities the Laghu Udhyami Credit Card (LUCC) to assist
the small scale sector, small traders and artisans etc. The Bank has
under "Special Agricultural Credit Plan (SACP)" lent Rs, 1,069.84
crore duly surpassing the target of Rs.895 crore fixed by the Reserve
Bank of India with growth rate of 26.88%. Effort of the Bank to
take outstanding agricultural credit to 18% of the Net Bank Credit
continues, We expect this level to be reached by March, 2003.

The Bank has undertaken adequate steps to contain the non-
performing assets by monitoring NPAs at frequent intervals at various
levels as well as by strengthening further the control systems. The
Net NPAs of the Bank has come down from 2.95% as on 31.3.2001
to 2.45% as on 31.3,2002. The gross NPAs which were at 6.13%
in the previous year has come down to 5,26% as at March, 2002.
In tune with the prudent policy followed by your Bank, the Bank has
covered the gross NPAs to the extent of 54.22% by provisioning. I
am glad to inform you that net NPAs position of the Bank is one of
the lowest among the Public Sector Banks.

During the year, the Bank could register a net profit of Rs.202.27
crore, registering a growth rate of 67%. The operating profit has
increased from Rs.248,72 crore as on 31.3.2001 to Rs.425.38 crore
as on 31.3.2002. This is inspite of writing-off the extraordinary
expenditure of Rs.39.47 crore on account of expenditure under
Voluntary Retirement Scheme (VRS 2000} implemented last year.

The inherent strengths of the Bank being resilient inspite of adverse
conditions in the economy is once again reinforced, The Bank has
declared a dividend of 14% to the shareholders for the year 2001-
02 as against a dividend of 10% paid during the previous year, Our
focus is to reduce the operating expenses including transaction
costs. As a result of the efforts put in by the Bank, the operating
expenses to income, which was at 64.73% has come down to
51.63%. Likewise, the ratio of staff costs to net interest income
plus other income has also come down to 35.46% from 48.05%.

In consonance with the commitment of the Bank to build a strong
brand equity, the Bank has introduced the concept of Personal
Banking and set up 175 Personal Banking Centers as an integral
part of the existing branches to meet the various requirements of
the persona! segment, These centers have been actively involved in
meeting the credit requirements for housing, education, vehicles
and consumer durables etc., of the personal sector, You will be
glad to note that during a short span of a period of six months,
these centers could sanction credit to the extent of Rs.502 crore to
more than 63,700 individual borrowers across the country. The
Bank's client base as on 31.3.2002 has crossed an important
milestone of 10 million.

!n tune with the policy of the Bank to give further thrust to relationship
banking, we have for the first time introduced the concept of Client
Relationship Officers. These Officers were trained in various aspects
of marketing, personality development and customer care. Nearly
100 such Officers are in the field, to operate as an interface between
the bank and its clients, existing as well as future.

In the field of technology,, the efforts of the Bank has been to place
the Bank on a versatile technology environment. The Bank has
computerised G21 branches as on 31.3.2002 compared to 382 in
the previous year which covers 82.55% of our total business. By
the time, this letter reaches you, the Bank would have networked
75 ATMs across the country providing "Anywhere Banking" for 24
hours. We expect this number to grow to atleast 200 by March,
2003. Various other customer savvy products are proposed to be
launched during the current year. These measures will pave the way
for achieving higher productivity, eff iciency and reduction in
transaction costs.

These achievements were possible because of the unstinted support
provided to us by you, our 10 million strong customer base across
the country and our 12,800 strong work force.

The Bank has drawn a blue print for its future which also include
series of measures to improve its non interest income. We have
recently had a tie-up with United India Insurance Company to operate
as their corporate agent as soon as required legislation is in place.
We are also considering tie up for sale of life insurance products as
well as mutual fund products. These initiatives, we are sure will
further improve the profitability of the Bank.

The "change management" is a major challenge facing the banking
industry. Rapid obso lescence in informat ion technology,
disappearance of natural boundaries, aggressive competition, micro-
segmentation and uncertain consumer behaviour, fast changing
needs of the customers are some of the challenges concerning the
industry. There is a felt need for changes in management style, the
way we interact with customers and the members of the public. To
keep abreast of the changing needs, the Bank has been taking
continuous steps to ensure skill development of its personnel.
Competition has come to stay and unless we reorient our mind set
and set benchmarks in tune with the best in the industry and become
customer centric organisations, survival will pose problems, The
Bank is fully geared to meet these challenges and give a better
account of itself year after year to all our stakeholders.

Finally, I would like to inform you that the Bank is committed to
take all the necessary steps to enhance the stakeholders value while
ensuring banking with Andhra Bank is a pleasant experience to all
our valued customers. I am confident that future will kindle the
hidden energies in us to map out a stronger Bank that will DELIVER
still better.

Looking forward to your continued support.

With warm greetings,

Yours sincerely,

B.Vasanthan
Chairman & Managing Director
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(A Govt. of India Undertaking)
H.No. 5-9-11, Dr. Pattabhi Bhavan, Saifabad, Hyderabad -500 004

NOTICE
Notice is hereby given that the second Annual General Meeting of shareholders of Andhra Bank will be held at Shitpa
Kala Vedika, Shilparamam, Crafts Village, Near Hi-tec City, Madhapur, Hyderabad - 500 081, on Saturday, 3rd August,
2002, at 11.00 am to transact the following business:

To discuss the Balance Sheet of the Bank as at 31st March, 2002, Profit and Loss Account for the year ended 31st

March, 2002, the report of the Board of Directors on the working and activities of the Bank for the period covered by
the accounts and the Auditors Reports on the Balance Sheet and Accounts.

Hyderabad
22.06.2002

NOTES

1. Appointment of Proxy
The shareholder entitled to attend and vote at the
meeting is entitled to appoint a proxy to attend and
vote instead of himself and such proxy need not be a
share holder of the Bank. The proxy, in order to be
effective, must be deposited/lodged at the Head Office
of the Bank at least four days before the date of the
meeting latest by 29:07.2002. No employee of the
Bank shall be appointed as duly authorized
representative or a proxy.

2. Appointment of a representative
No person shall be entitled to attend or vote at the
meeting as a duly authorized representative of a
company, unless a copy of the resolution appointing
him as a duly authorized representative certified to be
a true copy by the Chairman of the meeting at which
it was passed shall have been deposited at the Head
Office of the Bank at Hyderabad not less than four
days before the date of the meeting.

3. Attendance slip cum entry pass
For the convenience of the members. Attendance slip
is annexed to this Report. Members are requested to
fill in and affix their signatures in the space provided
therein, and handover the Attendance slip cum Entry
pass at the entrance of the venue of the meeting.
Proxy / Representative of the shareholder should mark
on the attendance slip as Proxy or Representative as
the case may be.

4. Closure of Register of Shareholders
The Register of shareholder members of the Bank will
remain closed from 29th July, 2002 to 2nd August,
2002 (both days inclusive) for the purpose of arriving
at the list of members eligible for attending the Annual
General Meeting.

5. Dividend
The Bank has declared a dividend of 14% for the year
2001 - 2002 and the dividend has been paid to the
shareholder on 2nd July, 2002 whose names appeared
in the Register of Shareholder members as on 26th

June, 2002.

6. Holding Bank Shares in electronic form with National
Securities Depository Limited and Central Depository
Services (India) Limited
The Bank has entered into agreement with National
Securities Depository Limited (NSDL) and Central

. Depository Services (India) Limited (CDSL) as an issuer
company for Dematerialisation of Bank's Shares.
Request for Dematerialisation may be sent through
respective Depository Participants to our Registrars
and Transfer Agents M/S.MCS Limited, Murnbai.

(B. Vasanthan)
Chairman & Managing Director

7. Bank mandate for dividend or Electronic Clearing
Service (ECS):
In order to protect the investors from fraudulent
encashment of their dividend warrants, the Bank has
offered Electronic Clearing Service facility to the
shareholders having Bank accounts at the following
Centres:
Mumbai, New Delhi, Kolkota, Chennai, Ahmedabad,
Bangalore, Hyderabad, Pune, Kanpur, Nagpur, Jaipur,
Chandigarh, Patna, Bhubaneswar, Guwahati and
Tiruvananthapuram.
Bank has sent ECS mandates to the shareholders of
the above centers well in advance to avail the ECS
facility

8. Consolidation of Folios
The shareholders who are holding shares in identical
order of names in more than one account are requested
to intimate to the Registrars and Transfer Agent, the
ledger folio of such accounts together with the share
certificates to enable the Bank to consolidate all the
holdings into one account. The share certificates will
be returned to the members after making necessary
endorsement in due course.

9. Lodgement for Transfers
Share Certificates along with transfer deed should be
forwarded to the Registrars and Share Transfer Agent
of the Bank at the following address:
M/s MCS Limited (Unit Andhra Bank),
Sri Venkatesh Bhavan, Plot No. 27, Road No. 11,
M.I.D.C. Area, Andheri (East), Mumbai - 400 093.

10. Request to shareholders
(a) Please note that copies of the Annual Report will

not be distributed at the Annual General Meeting
as an Economy measure. Hence, shareholders are
requested to bring their copies of the Annual
Report to the meeting

(b) Shareholders may kindly, note that no.gifts/
coupons will be distributed at the venue of the
meeting.

(c) Shareholders are advised to avoid bringing bags/
briefcases/tape recorders/cameras etc., as these
items are subject to a security check anp! may
not be allowed at the venue.

Bank shall highly appreciate if shareholders, desirous of
making any suggestion, seeking clarifications, etc, at the
Annual General Meeting, send their suggestions, queries,
etc. so as to reach the Shares Division & Investors Services
Section at Head Office of the Bank atleast 7 days before
the date of meeting, to facilitate more fruitful deliberations
at the Annual General Meeting.
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ANNUAL REPORT

DIRECTORS' REPORT 2001 - 02

The Board of Directors of the Bank have pleasure in
presenting the Annual Report together with the Audited
Balance Sheet and Profit and Loss Account for the year
ended 31st March 2002.

MACRO ECONOMIC DEVELOPMENTS

The year 2001-02 had been a critical year for Indian
Economy. The World Economy itself has slowed down
considerably during the year 2001 -02 and the recessionary
trends were compounded by the adverse impact of
September 11, 2001 events on Services and Trade.
Consequently, Export growth has suffered and the
Industrial profitability has also been affected due to the
low commodity and product prices.

Inspite of these adverse impacts, as per the estimate of
Central Statistical Organisation (CSO), the Country's GDP
growth stood at 5.4% in 2001-02 compared to 4% in
2000-01. This is mainly attributable to the growth of 5.7%
recorded by Agriculture and Allied Sectors and 6.5%
registered by Services Sector, even though the Industrial
Sector tagged behind with a growth rate of only 3.3%.

Foodgrains production is expected to increase to 209
Million Tonnes (MTs) during 2001-02 as against 196
Million Tonnes {MTs} in 2000-01.

India's Foreign Exchange Reserves continued to record a
healthy growth during the period under reference on
account of moderation in trade deficit and strong capital
and other Inflows. Foreign Exchange Reserves stood at
US $ 54.1 Billion by the end of March 2002 as against
US $ 42.3 Billion during the previous year. Foreign
Currency Assets accounted for 97% increase in Foreign
Exchange Reserves, which is the highest increase recorded
in a single year and is an evidence of the strong domestic
and International confidence in India's capability for
management of its Balance of Payments (BOP) position
effectively. The External Debt-GDP Ratio decreased to 21 %
as at the end of September, 2001 from 28.7% as at the
end of March, 1991.

The domestic Inflationary situation during 2001-02 was
well under control. The Wholesale Price Index (WPI)
declined from 4.9% as at the end of March 2001 to 1.4%
by the end of March 2002. However, the Inflation as
reflected by the Consumer Price Index (CPI) was higher
on a point-to-point basis at 5.2% and on averages basis
at 4.1.% upto February, 2002.

Higher Agricultural activity and larger procurement of
foodgrains has resulted in a higher rate of currency
expansion with Public at 15.2 percent (Rs.31,890 Crore)
during the current year as against 10.8 percent (Rs.20,468
Crore) in the previous year. The annual growth in Money
Supply (M3) was at 14.0 percent (Rs.1,83,912 Crore) as
against 16.8 percent {Rs. 1,89,046 Crore) a year ago.

BANKING SCENARIO

The Aggregate Deposits of AM Scheduled Commercial
Banks (ASCBs) stood at Rs.11,00,454 Crore as on the
last reporting Friday of March 2002 as against Rs.9,62,618
Crore as on the last reporting Friday of March 2001,
registering a growth of 14.32%.

The Gross Bank Credit of All Scheduled Commercial Banks
(ASCBs) which was at Rs.5,11,434 Crore as on the last
reporting Friday of March 2001 has gone up to
Rs.5,85,832 Crore as on last reporting Friday of March
2002, thereby showing a growth rate of 14.55%.
However, during 2001-02, the Non-food Credit registered
a lower growth of 12.8 percent (Rs.60,411 Crore) as
against an increase of 14.9 percent (Rs.61,176 Crore) in
the previous year, reflecting a deceleration in Industrial
production. The increase in Food Credit at Rs. 13,987 Crdre
during the current year was similar to the increase last
year of Rs.14,300 Crore, reflecting continued large scale
procurement operations.

MONETARY AND CREDIT POLICY MEASURES OF RBI

The Reserve Bank of India has initiated several measures
in its Mid-Term Review for the year 2001-02 and Annual
Policy Statement - April, 2002. The following are some of
the salient features and gist of the above policies:

The focus continued to be on reducing the Statutory Pre-
emptions, easing Interest rates, greater transparency and
more prudential norms for Investment and Loan Portfolios.
Bank Rate was reduced from 7% to 6.5% (from
22.10.2001) and CRR from 7.5% to 5.5% (from
29.12.2001) and to 5% (from 01.06.2002). All RRBs were
advised to maintain their entire SLR holding in Govt. and
Other approved securities.

Banks have been directed to switch over to "All Cost
Concept" for borrowers by explicitly declaring processing
charges, service charges, etc. They have also been
directed to publicise the maximum/minimum spreads over
PLR. Revised guidelines for Lendings/Borrowings in Call
and Notice Money Markets and for Borrowings/Investments
in Forex Markets have been communicated. Prudential
norms for Non-SLR Investments have been put in place.
A ceiling of 5% of Total Advances has been impose'd for
Capital Market exposures.

Banks have been directed tb make additional disclosures
in the "Notes on Accounts'- in respect of movement of
provisions held towards NPAs and depreciation on
Investments. Prudential exposure limit to Individual
borrowers has been pegged at 15% of Total Capital. For
limits over Rs. 10 Crore, Banks have been given the freedom
to increase the Cash Credit component beyond 20% of
Working Capital limits.
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