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e0gaeRgS 51 &6 Andhea Bank

Dear Shareholder,

Indian Banking Industry, which is riddled with
different problems has gone through the phase
of regeneration and consolidation. Changes in
the economic and business environment in India
has certainly changed the way banks operate.
To meet future challenges, it is but necessary to
manage the transformation by establishing a
vibrant, efficient, stable, sound and internationally
competitive banking system. This calls for
improvement in productivity and enhanced
operational efficiency.
| am glad to inform you that the performance of
your bank during the year 2002-03 has demonstrated its ability that gives us
competiive edge now and in the future. The highlights of the performance of the
Bank in FY 2002-03 as compared to FY 2001-02 are :
@ Clientele base crossed 10.5 mn »
o Total business increased from Rs. 28472 crores to Rs 32961 crores, registering
a growth of 15.77%
® The aggregate deposits increased from Rs. 18303 crores to Rs. 20945 crores
with a growth rate of about 14.43%
o Growth in low cost deposits was about 23% constituting 30.5% of total deposits
Cost of Deposit was brought down from 8.2% to 7.12%
® The Gross Bank Credit increased from Rs. 9981 crores to Rs. 11899 crores
with a growth rate of 19.2% )
o Consequently, the Credit Deposit Ratio improved from 54.53% to 56.81%
@ The Net Interest Margin (based on eaming assets) increased from 3.05% to
3.33%
® Non-interest income has shown a robust growth from Rs. 304.02 crores 1o
Rs. 603.64 crores with a growth rate of 99.0%
e Operating profit increased by 77.45% from Rs. 425.38 crores fo Rs. 754.83
crores
Net Profit up by 99.23% from Rs. 202.27 crores to Rs. 402.99 crores
Cost to Income ratio improved from 51.63% to 44.36%
Gross NPA declined from 5.26% to 4.89%
Net NPA declined from 2.45% to 1.79%
Capital Adequacy Ratio rose from 12.59% as on 31.03.2002 to 13.62% as on
31.03.2003
® Return on Assets rose from 0.97% to 1.63%
® Return on Net worth had shown robust growth from 22.89% to 36.13%
@ Net Profit per employee increased from Rs. 1.58 lacs to Rs. 3.10 lacs
o Business per employee increased from Rs. 195.96 lacs to Rs. 226.71 lacs
During the year, 31 Branches and 24 Extension Counters were opened, thus
taking the total number of branches to 1100 spread over 19 States and 2 Union
Territories and Extension Counters to 113 besides 44 Cluster Offices. As on
31-03-2003, the total number of “Business Delivery Channels” increased to 1477.
In consonance with the commitment of the Bank to build a strong Brand Equity, the
Bank had introduced the concept of ‘Personal Banking’. As on 31-03-2003, the
number of Personal Banking Centres (PBCs) increased to 256 from 175. The
PBCs had sanctioned loans and advances aggregating Rs.1200 crores to about
1.2 lacs individual borrowers. Continuing the thrust, the bank opened 41 Trade
Finance Centres (TFCs) which are extending focussed financial assistance to
" mid sized trading units.
The Bank has retained its No. 1 position in Self Help Groups (SHGs) - Bank
Linkage Programme in the State of Andhra Pradesh during the year 2002-03.
NABARD Award for financing Self Heip Groups was presented to the Bank by the
Hon'ble Chief Minister of Andhra Pradesh, Sri N Chandrababu Naidu for the year
2001-02. The number of SHGs extended financial assistance increased from
27349 to 43370 with credit disbursements with outstanding credit of Rs. 93.51
crores. About 6 lacs women were covered under the programme. For the third
year in succession, the Bank had organized the largest number of Vikas Volunteer
Vauhini (Farmers) Clubs and the Bank had secured an Award from NABARD.
The Bank had aiso launched in conformity with the National priorities, the Laghu
Udhyami Credit Card {LUCC) for small scale sectors, small traders and artisans
etc. In the area of Kisan Credit Cards, the Bank has issued 1.7 lac cards during
the year ended 31.03.2003. Under the Special Agriculture Credit Plan (SACP), the

Bank had lent about Rs. 1000 crores. As at the end of March, 2003, the outstanding
advances to priority sectors stood at 40.72% thus, crossing the target of 40% set.
The Bank had also crossed the target of 13.5% set for direct finance to agriculture.
The efforts of the Bank to take outstanding agriculture credit to 18.0% of the Net
Bank Credit from the level of 15.34% as at March, 2003 continues with concerted
endeavours.

In the field of technology, the efforts of the Bank continued with a versatile
approach. As on 31-03-2003, 100% of the eligible branches i.e., 1087 out of 1100
branches stood computerised excepting those where the required infrastructure
like power, telecommunication lines are not available. The Bank has set up 220
ATMs networked across the country providing “Anytime Banking” for 24 hours
in a day, 365 days a year with 2.31 lacs cardholders at present. VISA Cards are
made compatible with the Bank's ATM for drawals under cash limits. The Bank's
Debit Card ‘AB-Power’ has just been launched. Using the various technology
initiatives, the Bank has planned to substantially increase the clientele base in the
days ahead. In recognition of the Bank’s efforts, IDBRT has presented Special
Award for extensive usage and application of INFINET facility.

In tune with the policy of the Bank to give further thrust to relationship banking, the
Bank had introduced the concept of ‘Client Relationship Officers’ (CRGs), who
operate as an interface between the Bank and its clients, existing as well as
future. The number of CROs increased to 118 as on 31-03-2003. These officers
were trained in various aspects of marketing, personality development and
customer care. The Bank has plans to increase the number of CROs by another
400 during 2003-04. . ‘

To provide value-added services at nominal cost to customers, the Bank introduced
a new Insurance-linked Savings Bank Account viz., “Jeevan Abhaya” in
association with M/s Birla Sun Life Insurance Company.

In order to augment the growth of non-interest income, the Bank has undertaken
initiatives to introduce new products and services. The Bank has tied up with
Western Union Financial Services for remittance of funds by Non-Resident
Indians through select network of the bank's branches. The Bank undertakes
collection of direct taxes from 296 branches. The Bank has secured licensé from
insurance Regulatory & Development Authority (IRDA) to function as Corporate
Agent and commenced sale of non-life insurance products through the network of
branches. Plans are also on the anvil to sell Mutual Fund products through the
Bank’s branches. Along with marketing and cross-selling of products, improving
the quality standards has been a sustained focus of the Bank. During the FY
2003-03, 30 branches received ISO Certification. The Bank has plans to obtain
ISO Certification for further 100 branches during the year 2003-04.

The Bank has a committed workforce of 12991. To cope with the rapid changes
and increase in competition, sustained emphasis is laid on training and re-skilling
of the human resources of the Bank. 3509 staff members have been trained
during the year through internal training programr..es, deputation to external
training facilities including overseas training etc. | place on record my appreciation
for the dedication and commitment of the staff and officers of your bank at all
levels, which made the encouraging performance possible.

Your Bank added substantial value to the shareholders’ wealth through growth in
business and improved operating results. The Networth of the Bank increased.

. after reckoning return of a part of Capital of Rs 50 crores to the Central Government

by 26.2% from Rs 884 crores to Rs 1115 crores. The robust growth in the
earnings of your Bank has resulted in steep increase in both EPS and Book Value
per share. The EPS improved from Rs 4.49 to Rs 10.07. The Book Value per
share also improved from Rs 19.64 to Rs. 27.89. The Board of Directors of the
Bank have declared a dividend of 24% to the shareholders for the year 2002-03
as against 14% for the previous year.

The Bank is fully geared to meet the challenges of the future. | join the entire rank
and file of staff of Andhra Bank in rededicating ourselves to meeting the heightened
expectation of customers and other stakeholders in the exciting times ahead.
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 Third Annual General Meeting of the shareholders of Andhra Bank will be held at Shilpokalavedika, Shilparamam,
Crafts Village, Near Hi-Tec City, Madhapur, Hyderabad — 500 081, on Friday, the 27" June, 2003, at 10.00 am to transact the following
business:
I._Ordinary Business : To discuss the Balance Sheet of the Bank as at 31 March, 2003, Profit and Loss Account for the year ended 31+
March, 2003, 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.

11._Special Business :To consider Return of Capital of Rs. 50 crores to the Central Government during the current Financial year 2003-
04 subject to necessary approvals. ‘

To consider and if thought fit, to pass, with or without modifications, the following resolution:

“RESOLVED THAT, pursuant to the provisions of the Banking Companies {Acquisition & Transfer of Undertakings) Act, 1980 approval of the
shareholders of the Bank be and is hereby given to reduce the paid-up equity share capital of the Bank by repayment of capital held by the
Central Government to the extent of Rs. 50 crores”. '

“RESOLVED FURTHER THAT, the Board of Directors of Andhra Bank be and is hereby authorised to do all that is necessary and expedient
to give effect to the aforesaid resolution”. . :

By. order of the Board of Directors

Hyderabad B.Vasanthan ;
23.05.2003 Chairman & Managing Director
EXPLANATORY STATEMENT

In respect of ltem No.2: .

The Board of Directors of Andhra Bank have after weighing various options, decided to reduce the paid-up equity share capital of the Bank by
repayment of equity share capital held by the Central Government to the extent of Rs.50 crores. The Board of Directors are of the view, that this reduction
of equity share capital would result in enhancement in the shareholder value through increase in Book Value per share, Earnings per share etc.

Pursuant o the provisions of the Banking Companies (Acquisition and Transfer of Undenakin_F% Al%t 1980,ftBe R?solution needs dto be pass??hwithf at Ieas‘jt
e Board of Directors recommend passing of the aforesai

three fourths majority of the shareholders entitled to vote, present at the meeting and voting.

resolution to the shareholders. . _
None of the Directors of the Bank are individually interested or concerned in the aforesaid item of business.

Notes

1.

2. Appointment of a representative: The shareholders who are holding shares in identical order of names in
No person shall be entitled to attend or vote at the meeting as a duly more than one account are requested to intimate to the Registrars and
authorized representative of a company, unless a copy of the resolution Transfer Agent, the ledger folio of such accounts together with the share
appointing him as a duly authorized representative certified to be a true certificates to enable the Bank to consolidate all the holdings into one
copy by the Chairman of the meeting at which it was passed shall have account. The share certificates will be returned to the members after
been deposited at the Head Office of the Bank at Hyderabad not less than making necessary endorsement in due course. '
four days before the date of the meeting. . Lodgement for Transfers

3. Attendance slip cum entry pass: Share Certificates along with transfer deed should be forwarded to the
For the convenience of the members, Attendance slip is annexed to this | Registrars and Share Transfer Agent of the Bank at the following address
Report. Members are requested to fill in and affix their signatures in the M/s MCS Limited (Unit Andhra Bank), Sri Venkatesh Bhavan, Plot No.
space provided therein, and handover the Attendance slip cum Entry 27, Road No. 11, M.I.D.C. Area, Andheri (East), Mumbai — 400 093.
p?Sﬁ atthe er;]trzlance orf] th? (;/enuekof thehmeeting. Proxy / Representative . Request to shareholders ’ .
of the shareholder should mark on the attendance slip as Proxy or ()  Please note that copi . -

; pies of the Annual Report will not be distributed

p Rv'sp.resentatlve as the case may be. at the Annual General Meeting as an Economy measure. Hence,

4. Dividend: shareholders are requested to bring their copies of the Annual Report to the
The Bank has declared a dividend of 24% for the year 2002 ~ 2003 and meeting. .
the dividend shall be paid on 20" June, 2003, to the shareholders whose (o)  Shareholders may kindly note that no gifts / coupons will be

. names appeared in the Register of Shareholder as on 9™ June, 2003. distributed at the venue of the meeting. ‘

5. Holding Bank Shares in electronic form with National (c)  Shareholders are advised to avoid bringing bags/briefcases/tape
Securities Depository Limited and Central Depository recorders/cameras, etc., as these items are subject to a security check
Services (India) Limited: and may not be allowed at the venue.

The Bank has entered into agreement with National Securities Depository

Limited (NSDL) and Cefntrgl Depositc')ry ServicfeBs (h;dias) Limited (CDSL)  NOTE:

as an issuer company for Dematerialisation of Bank’s Shares. Request by fata i i i

for Dematerialisation may be sent through respective Depository Bank shall highly appreciate if shareholders, desirous of making any

Participants to our Registrars and Transfer Agents M/S.MCS Limited suggestion, seeking clarifications, etc, at the Annual General Meeting,

Mumbgi g 9 ‘ ’ relating to the two items of agenda only may send their suggestions,

) . . . . queries, etc. so as to reach the Shares Division & Investors Services

6. Bank mandate for dividend or Electronic Clearing Service (ECS): Section at Head Office of the Bank atleast 7 days before the date of

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 22.06.2003. No employee of the
Bank shall be appointed as duly authorized representative or a proxy.

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, Koikata, Chennai, Ahmedabad, Bangalore,
Hyderabad, Pune, Kanpur, Nagpur, Jaipur, Chandigarh, Patna,
Bhubaneswar, Guwahati and Tiruvananthapuram. - .

. Consolidation of Folios

meeting.
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DIRECTORS’ REPORT 2002 - 03

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 2003.

ECONOMIC _SCENARIO:

Indian Economy passed through a difficult time during 2002-2003
due to severe drought and the agricultural sector was offected. The
real GDP growth is expected to be around 4.4% during 2002-
2003 {CSO estimates). The overall growth in the Industrial Sector,
as per CSO advance estimates is 5.8% against 3.2% in the previous
year, while the Services Sector is estimated to grow by 7.1% as
against 6.5% in the earlier year, mainly on account of higher growth
in Construction, domestic trade and Transport sectors. The CSO
has also placed the growth of Financing, real estate and business
services sector at 6.5% for 2002-'03 compared to 4.5%
in 2001-'02

Food grains production is expected to be around 184 million tonnes
during 2002-°03 as against the production of 212 million tonnes
in the previous year. Current Inflation rate is around 6.0% and it
may decline to 5.0% to 5.5%, if rains are on time. The monsoon
forecast speaks about 96% of long term average rain fall during
2003-04. This may be of some comfort to agriculture.

Despite adverse external developments, our Country’s Forex
reserves continued to record healthy growth during 2002-'03 on
account of improvement in the Current Account as well as strong
Capital and other inflows. They increased by as much as US $ 21.3
billion from U.S.$54.1 billion as at the end of March 2002 to US
$ 75.4 billion by the end of March 2003.

The performance of India’s Exports during 2002-'03 has been
encouraging despite the continued global slowdown. Exports in US
dollarterms increased by 16.7% during 2002-'03 {April-February)
as against a decline of 0.7% in the corresponding period of the
previous year. imports have shown an increase of 16.3% as
compared with a marginal increase of 0.8% in the corresponding
period of the previous year.

Pursuant to announcement made in the Budget 2003-'04 and
moving further towards liberalisation of Capital Account, RBI has
permitted prepayment of External Commercial Borrowings (ECBs)
under automatic route out of local resources/ market purchases
allowed without any limit. Indian Companies with a proven track

record are permitted to make overseas investments in a foreign

entity engaged in any bonafide business activity upto 100% of their
networth within the overall ceiling of U.S.$100 million, by way of
market purchases.

In the Monetary and Credit Policy for the year 2003-'04 announced
by RBI on 29-4-2003, RBI reduced Bank Rate from 6.25% to 6%
with effect from 29.04.2003. Cash Reserve Ratio {CRR) also
was reduced by 25 basis points to 4.5% from 4.75%. This change
comes into force from 14th June 2003. RBI is expecting a real
GDP growth rate of 6% during 2003-'04.

BANKING SCENARIO:;

During 2002-'03, the growth in money supply (M3) wos 15 per
cent (Rs.2,24,576 crore) as against 14.2 per cent (Rs.1,86,782
crore) o year ago. However, net of mergers, M3 increased by
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12.1% (Rs.1,81 ,98;1 crore). The growth in aggregate deposits of
scheduled commercial banks (SCBs) at 12.2% net of mergers
(16.1% with mergers) was lower than that of 14.6% in the previous
year.

Non- Food credit of scheduled commercial banks registered a high
growth of 26.2% (Rs.1,40,144 crore), net of mergers it rose by
17.8% (Rs.95,599 crore) as against an increase of 13.6%
(Rs.64,302 crore) in the previous year.

EMERGING SCENARIO:

In view of Global Competition and progressive liberalisation in the

external sector of the economy while moving towards Capital

Account Convertibility, banking sector will be facing new challenges.

This process requires banks to build up effective and well co-
ordinated long term strategies to keep pace with reforms.

The New Capital Accord, presently under consideration of the Base!
Committee, aims at capturing major risks inherent in a Bank’s
operations and envisages enhancement of risk sensitivity. In order
to equip banks to identify, measure, monitor and control the various
types of risks assumed by them, RBI has, over a period of time,
issued various guidelines considering the ability of banks to adopt
them.

Govt. has permitted foreign investment upto 74% in Private Banks.
Cap on Voting rights of banks has been removed. The Banking
Companies Bill that envisages dilution of equity in PSU banks from
51% to 33% may be passed by Parliament this year. Even affer this
bill is passed, PSU banks would retain the PSU character.

Govt. and RBI are keen on improving the health of the banking
system as a whole. Consolidation and mergers of small and weak
banks are a probability. ’

With more and more banks adopting the technology route
aggressively, competition is hotting up and those banks which focus -
on customers (existing as well as new) and emerging needs thereon
would survive the competition. :

The Interest Spreads of Banks will be under severe strain ond
likely to decline on account of suggested spreads (not exceeding
2% over PLR) in the inferest rates on Priority Sector advonces ond
also due fo fierce competition to increase business volumes among
Banks. ‘

The Prudential Norms would be tightened further and disclosure -
norms will be enhanced. '

RBI proposes to implement Risk Based Supervision (RBS) in a few
select banks on pilot basis during April-June 2003. Based on the
experience gained, RBS would be extended to all banks in a phased
manner.

RBI will initiate certain structured actions in respect of Banks which
have not complied with Prompt Corrective Action (PCA) parameters.

OUR BANK’S PERFORMANCE

DURING THE_YEAR 2002-'03

The Bank recorded operating profit of Rs.754.83 Crore
during the year as.against Rs.425.38 Crore during 2001-'02,
registering a growth of 77.45%.
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FUE T §¢ 747 ©. fiod a¥ & € 202.27 FE faet o &
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PSRRI : '

FetiT o & SRM, 10.3.2003 3 58 SRR GH 83%
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