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Dear Shareholder,
Andhra Bank's performance during the
Financial Year 2005 has demonstrated its
ability to cope with the emerging challenges
especially due to intensified competition,
squeeze in the Net Interest Margin, the need
to go in for large scale technology
upgradation involving substantial costs,
erratic fluctuations in bond prices and rising
yields in the Government Securities Market
posing banks to provide depreciation on
investments, falling treasury income due to
gradual disappearance of Profit on sale of

Investments, adoption of rigorous prudential norms for asset classification etc.

I am glad to inform you that the Bank has responded to the various challenges
with clear-cut strategies and achieved its objectives of sustained profitable
growth.

The highlights of the Performance of the Bank in FY 2004-2005 as compared
to FY 2003-2004 are:

• Clientele base increased to13.50 million.
• Total Business increased to Rs. 45,461crore from Rs.36,325 crore

registering a growth of 25.15%.
• Total Deposits increased to Rs.27,551 crore from Rs.22941 crore

registering a growth of about 20.10%.
• Low Cost Deposit increased to Rs.9959 crore from Rs.8567 crore with a

growth rate of 16.25%.
• Cost of Deposits was brought down to 4.86 % from 5.87%.
• Gross Bank Credit increased to Rs.17, 910 crore from Rs. 13,384 crore

with a growth rate of 33.82 %.
• Credit Deposit Ratio increased to 65.18% from 58.55%.
• Net Interest Margin (based on earning assets) stood at 3.58%.
• Non- Interest Income grew by 11.10% to Rs.753.35 crore from

Rs.678.05crore.
• Operating Profit increased to Rs.992.93.crore from Rs. 930.17 crore with

a growth rate of 6.75%.
• Net Profit up by 12.21% to Rs. 520.10 crore from Rs. 463.50 crore.
• Gross NPAs declined to 2.46% from 4.60%.
• Net NPAs declined to 0.28% from 0.93%.
• Capital Adequacy Ratio stood at 12.11%.
• Return on Average Assets stood at 1.84%.
• Net Profit per Employee increased to Rs.3.97 lakhs from Rs. 3.54 lakhs.
• Business per employee increased to Rs.346.25 lakhs from

Rs. 277.35 lakhs.

During the FY 2004-2005, 40 Branches, 7 Extension Counters and 58 ATMs
were opened, thus taking the total number of Branches to 1168, Extension
Counters to 136, ATMs to 330 and 38 Satellite Offices spread over 21 States
and 2 Union Territories. As on 31.03.2005, the total number of Business Delivery
Channels increased to 1672. The Bank has 36 Specialised Branches.
Bank has been actively pursuing social banking through finance of Self Help
Groups (SHGs). Your bank has financed 47848 new groups during the year.
The outstandings under the programme touched an all time high of Rs221.01
Crore for 77,557 groups. This programme aims at social mobilization and
economic empowerment of rural men and women specially belonging to weaker
sections. Bank has bagged the BEST BANK award continuously for the last
four years in the state of Andhra Pradesh for financing maximum number of
SHGs.
Priority Sector Advances has shown an impressive performance during the
financial year 2004-2005, with a growth rate of 36% on YoY basis. As on the

last reporting Friday of March 2005, the outstanding advances to priority sector
stood at Rs.7070.29 crore forming 43.07% against the prescribed priority sector
lending norm of 40%. Total agricultural advances increased by 48.03% to
Rs.3077.56 crore, constituting 18.75% of the Adjusted Net Bank Credit,
surpassing the stipulated norm of 18%. SSI advances shown noticeable
performance of 21.89% against the negative trend of last year, recording the
highest ever growth in advances in a particular year. Other Priority Sector
recorded a growth of 31.80%.

You will be happy to know that your Bank pursued the path of better
management of NPAs during this year. The percentage of Net NPA of the
Bank has come down to 0.28% from 0.93%, which is one of the lowest in the
public sector banking industry. The percentage of Gross NPA decreased to
2.46% from 4.60%. In tune with the prudent policy followed by your Bank, the
NPA provision coverage increased to 88% from 80%.

Credit Card business showed an appreciable business turnover of
Rs.789.06 crore recording a growth rate of 33.40% from the previous year.
The new cards issued by the Bank-recorded growth of 122% making the total
credit card base to 1,52,989.

The Bank has adopted growth strategies resolutely by capitalizing on new
business opportunities, which are enablers of future growth by focusing on
fee-based income. The Bank has pursued its innovative business strategy by
launching insurance linked deposit products like Arogyadaan, AB Jeevan
Prakash and AB Jeevan Prakash Plus and by entering into tie ups with various
corporates for loan products.

The Bank has set up 330 ATMs providing "Anywhere Anytime Banking". The
Bank has entered into ATM sharing arrangement with other Banks taking total
number of accessible ATMs to more than 9000. The ATM/Debit card base of
the Bank increased to 12.89 lakhs from 7.37 lakhs. Cluster-based Core-Banking
Solutions have been implemented in 622 Branches as on 31.03.2005 providing
Anywhere Banking Facility. Department of Information of Technology, which
is moved into a state of the art facility at Data Centre, Cyber Gateway, Madhapur
has secured ISO-9001-2000 Certification. Going forward, the Bank will use
Technology upgradation for extending further Value Added Products and
services to customers.

The Bank has a committed workforce of 13108. Necessary training is imparted
to the staff to bridge the knowledge gap in this era of information explosion,
where mind becomes obsolete unless periodically updated. 4185 Staff
members have been trained during the year through internal programmes,
deputation to external training including overseas training etc. I am happy to
record my appreciation of the dedication and commitment of the staff of your
Bank at all levels, which has enabled the Bank's encouraging performance.

The Networth of the Bank increased to Rs.1837 crore from Rs. 1453 crore.
The EPS and Book Value per share increased to Rs. 13.00 and Rs.45.93
respectively, from RsM 1.59 and Rs.36.33. The Board of Directors of the Bank
have declared a firral dividend of 15% to the shareholders for the year
2004-2005, in addition to the interim dividend of 15% paid, thus taking the
total dividend to 30%.

I join the entire rank'and file of the staff of Andhra Bank with rededication and
commitment for surging ahead, coping with the challenges of the future and in
meeting heightened expectations of customers and other stakeholders. Looking
forward to your continued support.

With warm greetings,

Yours sincerely,

(T.S.Narayanasami)
Chairman & Managing Director
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(A Govt. of India Undertaking)
Head Office: Dr. Pattabhi Bhavan, 5-9-11, Saifabad, Hyderabad - 500 004

NOTICE
Notice is hereby given that the Fifth Annual General Meeting of the shareholders of Andhra Bank will be held at Sri Sathyasai
Nigamagamam, 8-3-987/2, Srinagar Colony, Hyderabad-500 073, on Wednesday, the 22nd June, 2005, at 10.30 A.M. to
transact the following business:

To discuss the Balance Sheet of the Bank as at 31st March, 2005, Profit and Loss Account for the year ended 31st March,
2005, 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.

By order of the Board of Directors
Mumbai T.S. NARAYANASAMI
27.04.2005 CHAIRMAN & MANAGING DIRECTOR

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 shareholder of the Bank. The proxy, in order to
be effective, must be deposited / lodged at the Head Office of the
Bank atleast four days before the date of the meeting, i.e. latest by
17.06.2005. No employee of the Bank shall be appointed as duly
authorised 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 authorised 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 enclosed 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. Dividend:

The Bank has declared a final dividend of 15% for the year
2004-2005 and the dividend shall be paid on 26th May, 2005 to the
shareholders whose names appear in the Register of Shareholders
as on 12* May, 2005.

5. 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, Mis. MCS Limited, Mumbai.

6. 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, Kolkata, Chennai, Ahmedabad, Bangalore,
Hyderabad, Nagpur, Chandigarh and Thiruvananthapuram.

7. 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.

8. 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
MIDC Area, Andheri (East)
Mumbai - 400 093.

9. 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 / brief cases /
tape recorders / cameras, etc., as these items are subject to a
security check and may not be allowed at the venue.

NOTE:
Bank shall highly appreciate if shareholders, desirous of making any
suggestion, seeking clarifications, etc., at the Annual General Meeting,
relating to the item of agenda only may send their suggestions,
queries, etc. so as to reach the Shares Division & Investors Services
Cell at Head Office of the Bank atleast 15 days before the date of
meeting.
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DIRECTORS' REPORT 2004-2005
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
March 31, 2005.

ECONOMIC SCENARIO

The economy has managed to maintain the growth
momentum inspite of the deficient monsoon, hardening
international prices of oil ($53.70 per barrel as on March 29)
and steel, effect of the destructive Tsunami, etc. A growth
rate of above 8.5% was achieved by the economy during the
year 2003-2004 and in advance estimates for 2004-2005,
Indian Economy is predicted to grow at a level of 6.9%.

The year 2004-2005, after starting a point-to-point annual
inflation rate of 4.5% on April 3,2004 witnessed a peak level
of inflation at 8.7% on August 28,2004, the highest in the last
four years but later declined to 5% by the end of March 2005.
The RBI hiked the Cash Reserve Ratio (CRR) in two stages,
effective from September 18,2004 and October 27, 2004,
these measures, coupled with the subsequent fall in crude
prices, helped to rein inflation to 5.11% as on 18th March 2005.

Fiscal Deficit of Central Government remains a matter of
concern in fiscal consolidation. As per the provisional data in
2003-2004, the ratio stood at 4.5%. A further improvement in
this ratio to 4.3% has been budgeted for 2005-2006. Efforts
in improving the fiscal health of States are consistent. The
consolidated fiscal deficit of the Centre and States is budgeted
to come down from 9.4% of GDP in 2003-2004 (RE) to 7.9%
of GDP in 2004-2005. FY 2004-2005 is the first year when
the Fiscal Responsibility and Budget Management (FRBM)
Act, 2003 came into operation.

Value Added Tax (VAT), one of the most radical reforms
proposed for the Indian Economy, could finally become a
reality after 4 years of political and economic debate. So far,
21 States have given their nod for the April 1,2005 for
implementation.

In the wake of weakening of the US dollar for the last two
years (caused mainly by the widening US deficits), Indian
Rupee has steadily appreciated vis-a-vis USD. The Re/$
exchange rate stood between Rs.43/- to Rs.44/-. Despite
strengthening nominally against USD, Rupee depreciated
against other major currencies.

The rising trend in India's forex reserves continued with such
reserves (including gold, SDRs and reserve position in IMF)
reaching an estimated level of USD 141.20 bn as on March
31st, 2005 in excess of India's total external debt of US$ 114
bn at the end of September 2004. However, the accretion of
reserves during the year is low compared to the previous
year due to current account deficit in the first half of the year
compared to surplus in the corresponding period last year,
lowering of interest rates in NRI deposits and less valuation
gains out of weakening dollar compared to FY 2003-2004.
Exports rose by 24% to US$80bn, imports 34% to US$ 105bn
and the trade deficit was around US$25bn in FY05.

With continued higher corporate earnings in 2004-2005, the
Sensex crossed 6800 mark in March 2005 but stock market
volatility remained higher in India compared to other Asian
countries.

BANKING SCENARIO

Overall performance of Banks during 2004-2005 in general
remained profitable with improved Credit off take. Bank Credit
has shown a robust growth of 30.5% to Rs.11,41,701 crore
as on 31st March 2005.

As on March 18, 2005 growth in money supply (M3) was
13.22 per cent at Rs.22, 65,328 crore. RBI's intervention in
the foreign exchange market to check appreciation of rupee
in turn increased liquidity in the money market. As on same
date, Bank Credit to Commercial Sector increased by 16 per
cent against 12.3 per cent during the same period previous
year.

Despite lower growth of money supply during the year, there
was an impressive growth in Gross Bank Credit by Scheduled
Commercial Banks (SCBs). Food Credit grew by 15.2%
compared to a decline of 25.9% in the last year.
Non-Food Credit of Scheduled Commercial Banks increased
to Rs.10,50,455 crore (by 28.08%) as on last Friday of the
fiscal, from Rs.8,20,171 crore as on corresponding period
previous year. Aggregate Deposits of Scheduled Commercial
Banks also increased by 11.45 per cent on year-on-year basis.
It stood at Rs.17,08,610 crore on March 25, 2005 against
Rs.15,33,052 crore, registering an absolute growth of
Rs.1,75,558 crore. Demand Deposits increased by Rs.58,106
crore and Time Deposits by Rs.1,72,417 crore in absolute
terms.

RBI kept the Benchmark Bank Rate at 6% despite the surge
in inflation. Following fiscal and monetary measures, inflation
has subsided and so has the yield on government bonds.

Banks entered into tie-ups with insurance and mutual fund
companies for cross selling of products. The year witnessed
a number of ATM sharing agreements amongst various Public
and Private Sector Banks. National Switch is emerging as
the biggest IT initiative in the Banking Industry, facilitating
Customers to access their Bank accounts from any Bank's
ATM.

OUTLOOK: .

In its semi-annual World Economic Outlook, the International
Monetary Fund had projected a 'robust' economic growth for
India despite uneven monsoons and higher global oil prices.
However, it said that high fiscal deficit of the Centre and States
could impinge on structural reforms, mainly in financial sector.
Interest rates will be stable in the medium term, rising oil
prices may put pressure on inflation but economy will be
resilient to rising oil prices.
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2004-2005 35 ^TR aqrai fe ^r cpnj

fsr srcRW 3 1 Tî f 2005 % ^TFT ^ff lra> ^r ?5.45,000

eft ^eK afT? HM CRT <TT«R *TR fcfciT |. ife epr f^T ^d«N

31 ira 2004 eft 75.36325 357ts eft g^RT 31 *tr^ 2005 eft

75.45461 ftt *re; TTOT 3TI 25.15°/o eft ffe |.

epr ^TRiferaf 3 1 *fTET 2004 eft Tj.2294 1 55% eft g^RT 3 3 1

wi 2005 eft 75.27551 gRft T^T ̂  20.10% eft ffe |.

V Ira? ̂ r TTftiqf 3 1 .03.2004 eft 75.22859 ̂  % 75.46 1 8

=Bfm SR% frr 3 1 .03.2005 eft 75.27477 JRH; n$ ̂  20.20%

eft afe I.

*ra*r tra> TWT 31.03.2004 eft 13384 ̂  % 31.03.2005 eft

"5. 1 79 1 0 *<is s[3r. ^r4 % cfi<n -arffrT Tj.4526 eft T$FJ[ ^5 «rar

^ 33.82% -SKI ffe |.

Ira; % 2003-2004 5R ^?H ari% 7>.930.17

?nm % 5?% ̂  % ̂ TH 75. 992.93

| ̂ TT 6.75% jft ffe |.

SIT eft feft ^f ?rm eft BfgeR g^T iiR^MHl[ % BW ?rm

2004-2005 % cftTH 75.528.41 e^te % 7j.607.42 eRte

14.95% ewffel .

^TK TJ. 463.50 s^ % srfrT 75.520.10

Tfr -3TT 12.21% ew ffe |.

SOT -JRT ^?qw 31.03.2004 eft 58.55% % gfif 31.03.2005

eft 65.18% Tfl.

Ira; % =r^ % 4)<n 40 ?n<ai^ snrtf eftf f&^j% Sfgj eft ̂
fqs?T CK eft 1 128 % 31.03.2005 eft 1168 if.

Irar 1 672 oyci<Hm ^^=){| i-Hcfi % TTKFT % %=n 5RH e
1168 §Tiwf 136 RIWK ebiji<, 38

330 qdll^H |.

Z 35lt ^qrafT °MdH|f| 31.03.2004 ^ ^Hlfk) ^5 75.591.50

e I^RT ^f 3 1 .03 .2005 eft ^Rifcr ?raj 7^.789.06
^t 33.4% eft -cjfe |.

^IRefi 3)lRdi|f fWT "eTJf eft SRT^ft 3Tcjfsi % ^R 95.40% T^f

CT«JT iwr g^RT ^f 3 1 .03.2005 eft 97.54% ?&.

5rf?r ehH^iifl HIFIR 31.03.2004 ^ 7j.250.36 <TCST eft

*i 31.03.2005 eft 7j.286.92 ^ma w.

-JRT WKT fqs% ^r ^ 5.87% vj[ ̂  2004-2005 %
4.86% fW COT 5t n|.

% 4.60% eft

2005 eft ^Hlfkl <&r> 2.46% cteTi ef5T ff TPJT.

% g% fi[^ t^rftq 31.03.2004 eft 0.93% T^T,

H ijf TT^ 2005 eft wrffe ^d 0.28% ^gl. fefi

ifeft if % TicF5f fjR% PreM arfjiqf ^

I".

fosr =7^ 2004-2005 % cfTTR 47848 ̂

75, 1 79.5 1 <*><\3 eft 7jf§T e[5I

f=(=i';ui

STRT 3mj

SIFT HPT

sijrJici< >3rw

sill^HT ezpl

BeWf WH/MR^I^H îlTO

5n=raR ^e| yi^PiebdiC;

R=RT vn*r

2003-2004

2227.26

1316.68

678 05

658.46

930.17

466.67

463.50

2004-2005

2273.46

1 204.42

753 35

829.46

992.93

472.83

520.10

Irar eft cp srra

sf afR

2004 %TJ. 2905.31ei57T5H75.121.50

g^ 2005 eft 75.3026.81

3TFT 31.03.2004

31.03.2005 eft 75.753.35

tfcT5 cf5T

75. 678.05 eT5frg eft

7J. 930.17 e

7j.992.03

7j.463.50 e 75.520.10

i[el57;

75.200
1. fef) % feT? II

|. tf

% <|)<H 3>?t ^Riafl 4 20.10%

i, 3ft 31.03.2004 ^t Tj.22941

Tj.27551 ^fm T^t 3ft Tj.4610

JIT'S =ft t.

sft, 31.03.2005

31.03.2005

*.i ww

1 ^r;m!

2 ^%^

3 *n^.^

4 ^T

<* ̂  ̂ )

2558.29

7400.77

17591.65

27550.71

TZL

9.29

26.86

63.85

100.00
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