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Dear Shareholder,

During the year 2009-10, your bank
delivered a stellar performance
despite the after effects of the
recession lingering in the financial
domain. The industry as a whole
was characterized by subdued
credit growth with y-o-y growth
moderating to 16.75% from 17.5%
a year ago. Though credit growth
{ in the industry was muted, Gross

NPAs in the banking system
increased during the year due to the effects of recession,
appreciation of Rupee and declining cash flows of companies.

Your bank did exceedingly well and achieved remarkable
progress on all major fronts even in the above adverse market
conditions. The Bank’s credit growth stood at 27.19% on a
yearly basis while the growth in deposits was an impressive
30.81%. The bank’s market share in both deposits and
advances improved, registering 12 bps increase in market
share in both deposits and advances compared to the
previous year.

Your Bank is fundamentally strong and sound. It is noteworthy
that even in the midst of such aggressive growth in credit
deployment, asset quality of your bank is not compromised.
Gross NPA to Gross Advances ratio of your bank at 0.86% is
still one of the lowest in the industry. Let me reiterate that
your bank was adjudged Number One in the asset quality
front by Business Today - KPMG study.

To enhance the brand image and visibility, your Bank has
unveiled the new mascot -’'Dolle’ during the year which
highlights the core values -viz., friendly, intelligent and
responsive. With customer satisfaction and customer focus
as the single point agenda, your bank developed a host of
new products like Tele Banking, SMS Alerts, Internet banking
etc. Your Bank also entered into a Joint Venture in Life
Insurance with Bank of Baroda and Legal & General plc of
U.K. The Joint Venture, christened IndiaFirst Life Insurance
Ltd did a business of Rs.250 Crore in the first quarter itself.
Your Bank also entered into a tie up to form a Joint Venture
banking subsidiary in Malaysia with Bank of Baroda and
Indian Overseas Bank.

In this backdrop, it gives me great pleasure to present to you
the financial performance of your Bank for the year ended
March 2010.

Balance Sheet Strength

1. Total Business increased by 29.26% to reach Rs
1,34,194 Crore as on 31.3.10 from Rs.1,03,818 Crore
as on 31.03.09

2. Deposits increased by 30.81% and stood at Rs.77,688
Crore against Rs.59,390 Crore in the previous year

3. Low-cost deposits (CASA) have gone up by 22.57% to
reach Rs 22864 Crore from Rs.18,653 crore. The share
of CASA in total deposits stood at 29.43%
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Gross Bank Credit increased by 27.19% to Rs.56505
Crore as on 31.3.10 from Rs.44428 Crore, as at the
end of Mar '09.

Credit-Deposit ratio stood at 73.05% as at the end of
Mar’10

Priority sector advances have gone up by 27.12% to Rs
19,012 Crore from Rs.14,955 Crore. Priority Sector
advances constituted 42.79% of Adjusted Net Bank
Credit (ANBC) against the RBI norm of 40%.

Agriculture advances increased to Rs.9,173 Crore from
Rs.6834 Crore. Agriculture advances constituted 20.65%
of Adjusted Net Bank Credit against RBI norm of 18%

Bank has accorded utmost importance for lending to
MSME Sector. Advances to Micro, Small and Medium
Enterprises increased by 54.66% to Rs 8285 Crore as
at the end of Mar’10 as against Rs. 5,357 crore as at
the end of Mar’09.

“Retail Lending” stood at Rs 8904 Crore as on 31.03.10
with a growth of 47.37 %.

The Bank advanced loans to the Housing Sector (Direct
Finance) to the tune of Rs 3480 Crore for the financial
year ended 31.3'10 as against Rs 2232 Crore in the
previous year.

“Educational Loans” stood at Rs.1647 Crore as at the
end of Mar’10 compared to Rs.1446 Crore as at the
end of Mar’09.

“Capital and Reserves” increased to Rs. 4410 Crore,
an increase of 20.92%.

Earning Per Share increased to Rs.21.56 from Rs.13.46,
while Book Value Per Share increased from Rs.75.20
to Rs.90.93

Earnings Momentum

Net Profit earned was Rs.1046 Crore, as at the end of
Mar’10 compared to Rs.653 Crore as at the end of
Mar’09.

Operating profit increased from Rs.1288 Crore as on
31.3.’09 to Rs.1810 Crore as on 31.3.10.

“Cost to Income Ratio” stood at 42.72% which is an
improvement over 46.16% in the previous year.

“Net Interest Margin (NIM)” improved to 3.21% as at
the end of Mar’10 against 3.03% in the previous year.

“Return on Assets (ROA)” was 1.39%.

CRAR stood at 13.93% as on 31st Mar’10 compared to
13.22% as on 31st Mar’'09.

“Return on Average Net Worth” improved to 25.96% from
18.94% in the previous year.

Your Bank continues to be one of the Public Sector
Banks having the lowest level of Gross NPAs to Gross
Advances ratio. The ratio stood at 0.86% as at the end
of Mar’10. Net NPA ratio stood at 0.17%.

“NPA Provision coverage Ratio” stood at 91.56% as at
the end of March '10.
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Income and Expenditure

Total Income increased by 19.50% to Rs 7337 Crore as
against Rs.6140 Crore in the previous year.

Interest income increased by 18.57 % from Rs 5375
Crore to Rs.6373 Crore while non-interest income
increased by 26.03% to Rs 965 Crore from Rs.765 Crore

Income from investments was at Rs 1188 Crore as on
31.3'10.

Fee based income earned was Rs.108 Crore as on
31.3.10.

Dividend

The Board of Directors have recommended a dividend
of 50 % for the year 2009-'10.

Delivery channels

Your Bank’s network of delivery channels increased to
2502 by the end of March '10 i.e.,254 additional delivery
channels during the year.

Total branches increased from 1432 as at the end of
Mar ’09 to 1557 as at the end of Mar 10. Other delivery
channels include 859 ATMs, 48 Extension Counters and
38 Satellite Offices as on 31.3.10.

Strategic Initiatives

Having implemented CBS in all the branches, your Bank
took the next logical step of leveraging on the technology

_
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and introduced Internet Banking, Mobile alerts etc.

31. The Bank has entered into a Joint Venture with Bank of
Baroda and Legal and General Plc of U.K in Life
Insurance Business and started functioning. A banking
subsidiary in Malaysia will also be formed along with
Bank of Baroda and Indian Overseas Bank.

Your Bank has migrated to Basel-ll norms with effect from
March 31, 2009. The Bank has a comfortable capital
adequacy ratio and has also put in place robust risk
management systems. Proper systems are also in place for
approval, sanction and monitoring of credit to maintain a
healthy asset quality. During the year, five new Zones were
added, taking the total number of Zones to 22.Your Bank is
committed to all its stakeholders. Continuous support of
various stakeholders enabled your Bank to reach the present
stage and your Bank is looking forward to the valuable support
from all of you in the years ahead.

| place on record our sincere gratitude to all our shareholders,
customers, regulators, staff of the Bank and all concerned
with whose cooperation and support the Bank is able to
achieve a healthy performance year after year.

With best wishes,
Yours sincerely,

(R.S. Reddy)
Chairman & Managing Director

Hyderabad,
29.4.2010.
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FIHIX BT ITHH)

A Gouvt of India Undertaking
NOTICE

Notice is hereby given that the Tenth Annual General Meeting of the shareholders of Andhra Bank will be held on Wednesday;,
the 16th June, 2010 at SHILPA KALA VEDIKA, SHILPARAMAM, CRAFTS VILLAGE, NEAR HI-TECH CITY, MADHAPUR,
HYDERABAD-500 081 at 10.00 A.M., to transact the following business:

To receive, consider and adopt the Audited Balance Sheet as at 315 March 2010 and the Profit and Loss Account for the year
ended on that date, 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’ Report on the Balance Sheet and Accounts.

To declare dividend on Equity Shares.

Place: Hyderabad
Date: 29.04.2010

Notes:

1.

A MEMBER ENTITILED TO ATTEND AND VOTE AT THE
MEETING IS ENTITLED TO APPOINT A PROXY OR
PROXIERS TO ATTEND AND VOTE THERE AT INSTEAD
OF HIMSELF / HERSELF. APROXY NEED NOT BE A MEM-
BER.

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

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 repre-
sentative 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.

Attendance slip cum entry pass:

For the convenience of the members, attendance slip is en-
closed 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.

Book Closure:

The Register of Shareholders and Share Transfer Books would
remain closed from Saturday 5th June 2010 to Tuesday 15th
June 2010 (both days inclusive).

Dividend:

The Board of Directors recommended a dividend of Rs. 5.00
ps. per equity share (50%) for the Financial Year 2009-2010.
The dividend , if approved by the shareholders at the Annual
General Meeting, shall be paid to the shareholders holding
shares in physical form and whose names appear in the Reg-
ister of Shareholders and to the shareholders holding shares
in electronic form on the basis of the beneficiary position state-
ment provided by the depositories at the end of the day on
Friday 04th June, 2010 respectively, on Monday, 28th June
2010.

Bank mandate for dividend or Electronic Clearing Service:
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 ac-
counts at the following centers:

(R.S Reddy)
Chairman & Managing Director

New Delhi, Chandigarh, Kanpur, Jaipur, Ahmedabad, Mumbai,
Nagpur, Hyderabad, Bangalore, Chennai, Thiruvanantha-
puram, Kolkata, Bhubaneswar, Guwahati, Patna, Ludhiana,
Amritsar, Jalandhar, Jammu, Allahabad, Varanasi, Lucknow,
Dehradun, Gorakhpur, Agra, Udaipur, Jodhpur, Rajkot, Baroda,
Surat, Panaji, Pune, Sholapur, Nasik, Aurangabad, Indore,
Bhopal, Gwalior, Jabalpur, Raipur, Tirupati / Chittoor,
Vijayawada, Nellore / Dargamitta, Visakhapatnam, Kakinada,
Mysore, Mangalore, Hubli, Pondicherry, Tiruchirapalli, Madurai,
Salem, Erode, Coimbatore, Kozhikode, Trissur, Ernakulam,
Budwan, Haldia, Siligiri, Dhanbad, Jamshedpur & Ranchi.
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 nec-
essary endorsement in due course.
9. Lodgment for Transfers:
Share Certificates along with transfer deed should be for-
warded to the Registrars and Transfer Agent of the Bank at
the following address:
M/s. MCS Limited (Unit: Andhra Bank)
Kashiram Jamnadas Building
Office No. 21/22 Ground Floor
5, P.D’Mello Road, (Ghadiyal Godi)
Mumbai — 400 009
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 mea-
sure. 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 sub-
ject 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 clarification, etc. at the Annual General
Meeting, relating to the item of agenda only may send their sug-
gestions, queries, etc. so as to reach the shares Division & Inves-
tors Services Cell at Head Office of the Bank atleast 15 days be-
fore the date of meeting.
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Directors’ Report:

Directors of your Bank are happy to present the Annual Report
of the Bank together with the audited Statement of Accounts
and Auditors’ Report for the financial year ended March 31,
2010.

1. PROFITABILITY

The Bank continued its growth momentum of the previous
years and recorded reasonably good performance during the
financial year 2009-10. Profitability parameters saw
satisfactory growth. Buoyancy in the Bank’s Core income,
increased non interest income and good Asset quality
contributed to the improvement in profitability. Total income
increased by 19.50% from Rs.6140 crore to Rs 7337 Crore
while non- interest income registered a growth of 26.03%
and stood at Rs 964.62 Crore compared to Rs.765.38 crore
in the previous year. Operating Profit of the Bank increased
to Rs 1809.82 Crore from Rs.1288.03 Crore, registering an
increase of 40.51%. Net Profit increased by 60.15% to
Rs.1045.85 Core in 2009-10 from Rs.653.05 Crore in the
previous year.

Net Profit
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Table 1: Highlights of Revenue, Expenditure and Profitability

(Rs. in crore)

2008-09 | 2009-10 |Absolute [Percentage

Growth|  Growth

Total Interest Income 5374.62 | 6372.87 | 998.25 18.57

Total Interest expenditure 3747.71 | 4178.13 | 430.42 11.48

Net interest Income 1626.91 | 2194.74 | 567.83 34.90

Other income 765.38 | 964.62 | 199.24 26.03

Profit on sale of investments | 237.61 | 32450 | 86.89 36.57

Operating expenses 1104.26 | 1349.54 | 24528 2.2

Operating profit 1288.03 | 1809.82 | 521.79 40.51
Provisions and

contingencies 634.98 | 763.97 | 128.99 20.31

Net Profit 653.05 | 1045.85 | 392.80 60.15

1.1.  The Total Interest Income has shown a robust growth
of 18.57% from Rs.5374.62 Crore as on 31.3.2009 to
Rs 6372.87 Crore as on 31.3.2010. Of this, interest
income from advances grew by 22.45% from

_
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Rs.4215.06 Crore as on 31.3.2009 to Rs 5161.28
Crore as on 31.3.2010. Interest Income from
investments increased by 8.13% and stood at Rs
1188.32 Crore for the financial year ended March,
2010.

1.2. The focus on credit expansion, high yielding advances
in particular and the consequent increase in interest
income from advances has contributed for the
increase in Net Interest Income by 34.90%.

1.3. Of the total non interest income, fee based income
stood at Rs 107.52 Crore for the financial year ended
March 2010 against Rs.80.20 Crore in the previous
year.

1.4. Total expenses were Rs 5527.66 Crore as on
31.3.2010 as against Rs.4851.97 Crore as on
31.3.2009. Of this, operating expenses stood at
Rs.1349.54 Crore (an increase of 22.21%).
Establishment expenditure as a percentage of Total
Expenditure stood at 14.91 for the year ended
31.3.2010.

APPROPRIATIONS

The appropriations made out of Net Profit are shown in Table
2. An amount of Rs.262 Crore was transferred to statutory
reserves during 2009-10, and with this, the statutory reserves
now stand at Rs.1373.08 Crore. Transfer towards dividend
(including dividend tax) amounted to Rs.282.78 Crore.

Table 2: Appropriations out of Net Profit
(Rs. in crore)

2009-10
Appropriation out of Net Profit 1045.85
Transfer to Statutory Reserves 262.00
Transfer to Capital Reserves 93.36
Transfer to Revenue Reserves 300.00
Transfer to Special Reserves 60.00
Transfer to proposed dividend
(including dividend tax) 282.78
Profit Carried Over to Balance Sheet 200.65

2. KEY FINANCIAL RATIOS

2.1. The Bank has shown good improvement in key financial
ratios. Net Interest Margin (NIM) stood at 3.21% compared
to 3.03% in the previous year. The capital adequacy ratio
improved t013.93% following improvement in reserves,
raising of Upper Tier |l bonds to the tune of Rs 800 Crore and
subordinated debt of Rs.320 Crore during 2009-10. Cost-to
income ratio improved from 46.16% to 42.72%, reflecting
enhanced operational efficiency. Buoyed by improved
profitability, Earning Per Share (EPS) increased from Rs 13.46
to Rs.21.56 and Book Value Per Share (BVPS) increased
from Rs.75.20 to Rs. 90.93.

The asset profile of the Bank continues to be very healthy.
Net Non-Performing Assets to Net Advances stood at 0.17%
and Gross Non-Performing Assets to Gross Advances stood
at 0.86%, as at the end of Mar’10
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T 31.03.2009 | 31.03.2010
S oY T (%) 11.41 10.92
S W A (%) 6.96 6.10
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anficrd 0 SRIEe (%) 1.09 1.39
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foraer et =IF (%) 3.03 3.21
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oftt §R ot (5.) 13.46 21.56
i PR T 9 (3.) 75.20 90.93
ot oot st (%) 0.18 0.17
T o St (%) 0.83 0.86
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Sifgs % foe SiemRusR &1 T @ &, qui, Wik §6 # g
% AR 9% ¥ §9@ | AMESl % AR AT a1y WSTRUSAR B
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R 1 8.67 8.18
R 11 =i 4.55 5.75
Fa 13.22 13.93
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5. i

e Ao 7 faim @ 2009-10 % fow 50% @ @rier sigHited
foma %.

g&e I= Ud fasewor

1. R i fawm

facira a¥ 2009-10 us VT srafer o sTa a9 & T4 € T4 B
A 91 TS YRH & GHl AT 3 39 Aqed & d01 agal & gd
Ta% fw o T & 2009-10 F Few w¥g s 7.2 uiie g,
ot e fog (didieE) 50 sewe st 2008-09 7 sifwaaa 6.7%
q ofs & Wy o W 9% W wA % faw g sifereaH
T ¥ B T, U a¥ UET T AT eI A a9 qrd afgads e
I Yipe THTT 1 AT B % Y A o fawr % fag
SUYHT hed far 91 Th a9 bl oy § onf oggwnm ¥
IEEAE T 9 Bl T T Had T JET AHS B AIAR
givh TEd: $B STERUA dedl % SHER Sl 7egw § qarare §
IR SRl % T snasTe R

aretas gaE 2009-10 &1 gadr fmEr § o § <19 off e
7.9% & & 2009-10 % fou dea RfcResa simmEseE )
feifera strendt % aRm wTaa % ogar g 2009-10 &
7.2%, dreaifie ud AT &= muer 8.2% ud 8.7% W §. ¥
YA HH T HF T BN F THEIAE 8. FAAG TE B Iedad
7 0.2% =eq % 915 A S 99 AW W B gRem or. fade:
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ote fomfedl % foo gfdy @@ § @R gedr gon T@m T R
Jaraa: geba amare 4o i @7 giey ) § gRwfa g .

1.1 R amR

Sferaer 3fedm faim av 2008-09 & =1 @i & ge+ &1 @l 2.
foimr @ 2008-09 # sferaer sfedm 8,500 @& s f T .
Je 3 T T USS B I I A € wd o™ 9y % gRe
R Sedgl ygfa 9 &. smie amaved ¥ gigy ud sigaifie
Teared, frata onfy % Sfedm & gur ¥ o &<ew § giey % fag
are fean & qanfa, ondl i g® dowar ®, 3@ o § f gdr
17,000-18,000 =i @& & HeIl &l 8. | S &l 25 Al
sraferfa ud @9 EXHR R IEEUS YT Bl gl A A Ao |
Todr B ggan o 2.

1.2 &t TR

siafer fowim as 2008-09 diferwil =1 &4 # wHl, faciE@ oy
2009-10 % 2R ygfc ¥ Iwed % qy e wifd & ¥ @,
HURE S(El I I I TW HOT AN HURE S IR Bl Al
Tar fean. facim @ 2009-10 % SR IdE &w g7y fhar @
S g IR & AR S fawm B, 9 onfiew gfew T desor wd
T AT b AR THR & T4, i sfafufa 2Ee & T, 9
U §6 AT U4 8% Wb Pl UK HY AL JUMY, Sebl bl AT
2010 @& ¥ P& ed el Fifs Sunt § st doer T8 @



