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7t ¥ 1ok 2001-02 3 qftow WA § % sifes ¥ qur 3@
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Jyeforaeen & ot 0 & TR v dF T TE 9@ T F
FRER 2w F IR gH E 3T 17 sfem w gfe e w0
T oo d F1 Y O T a¥ F T 252 FAE F) g A
T B T 505 FAE € T ¥ | 3k gfErerT @ H 83
wfova i gfs g3 € et s v 2 Rz sw gam , =@
O o1 sfaera | stfirman & 1w 89 % J & e
TR | i Faifus W 2 1 v F wiomrasy smu Frert
3 50 = T 25 e enviw # fawfm st &g fawea §
o6 T8 Yo YR 1 wasar €t 1 snferEl woeny § 0.55
T | 1.06 TF 1 IV A1 ¥, Tafh nfeq sqAfiar g
1.34 Wfowm ¥ PR T 2.18 vfawd € ™0 ¥ 1w wd F I
Wifeas Yatmfa F uiomrees Ny andl & o 1 ad &
A STUHEE T AT fAEEn SuRl & wer aiEerTd wm |
wiit o ¥ shhwa i ara % wne IREerTT anE # 3
yfowa | 2.35 yfavm 9% o€ FH F W9 o sl ofEd 7
THE WIETA @I H 2,30 RV A 1.67 WRwE 9% W wH
o1 1§ | TR See anfedl @ T 1400 w0 W o atfir
w1 wate SEfedl 9 S g feu g fadn w=m ¥ wfommess 1
It frearee swfeaat 6.73 witem @ w2 FT 6.02 wiaww @ e ¥
TR St T 4 wfeva @ wn A ¥ 3

S S FadmweT S A % e ¥ ) i
wod @1 ¥ 1 9 % SR, Fa A ol wd snfusm & w99 309
TS FI g Fi T 7w wiaw ¥ = i@y ¥ fedt oft 9
IEETE T K], T I W T it FuvE | 99w F fere e
Y2 g SRR § HIE SRad H ¥ T WEE | 99 903
FUg aF Ferd ¢ WiE T a9 F 39 W & 45 Shrvw a% w0
Feam IR Froaes anf s Aqaa (fadsrgel seemo @
TEd) TUES FHUF1 91 TF |

i e YTl N I TR R WY 300 TG T 3RS dE e
¥ 3% 9 o 3 Y e W R T ) Ay, we
ST & TR Y o o Sl U SRt | AR A, 2002 &
T 150.42 TS s UfY TR A e & i 15 3wy, S gt
T v T PR 23.47 Wi @ et 30.70 wiea A §, vafE
TR T T T2 3 69,30 WRvw T R 15 e e IR
A s 3 e g d o7 ($9e) T 3.95 A
TR 7.91 A E 1 1ot onfi R demrti A gge
- Fies a1dfi g i T a@?mﬁm@m
TREd 2002 H TG 160 HUF ot T

CHAIRMAN & MANAGING DIRECTOR’S STATEMENT
Dear Shareholders,

I take pleasure in presenting the annual results of your Bank for
the third consecutive year, The results for the year 2001-02 are
more than satisfactory and is a retlection on the overall changes
brought into the functioning.

Your Bank has crossed business of Rs, one lakh crore, thereby
recording 17 per cent growth despite protracting siowdown in the
economy. Net profit of your Bank has doubled to Rs. 505 crore
from Rs. 252 crore last year and operating profit has recorded a
growth of 83 per cent to reach Rs.1412 crore, highest ever in its
long history. The profitability growth has been one of the highest
among the public sector banks. This has enabled your Directors
to recommend the highest ever dividend at 25 per cent, which am
sure, would delight the hearts of every shareholder. The Return
on Assets has leapfrogged to 1.06 per cent from 0.55 per cent,
while Asset Utilisation ratio has improved to 2.18 per cent from
1.34 per cent. Cost control measures taken during the year, coupied
with the benefits accrued following the VRS scheme implemented
last year, have resulted in declining operating cost. The drop in
the operating cost to avei‘age assets ratio from 3 per cent to 2.35
per cent as well as the ratio of statf cost to average assets from
2.30 per cent to 1.67 per cent, bear testimony to this. The Bank’s
special focus on effecting substantial recoveries of over Rs. 1400
crore from the non-performing assets has resulted in the Net NPA
coming down from 6.73 per cent to 6.02 per cent. We are aiming to
bring this down to below 4 per cent,

Your Bank has always been conscious in following prudent
accounting policies. During the year, the Bank has added Rs.309
crore to the reserves and surplus with generous addition to the
Investment Fluctuation Reserves to guard against any impact on
the balance sheet, on account of any possible reversal of interest
rate environment in future. We have increased the provisions to
Rs. 903 crore sc as to provide higher NPA coverage ratio (before
prudential write -oft) of 45 per cent from 39 per cent last year. We
are aiming for higher NPA coverage for March 2003,

Last year the shareholders had passed the Resolution to allow
the Bank to return Rs.300 crore of equity capital to the
Government of India. However, owing to technical reasons, the
Government accepted only half the amount. Accordingly, a sum
of Rs.150.42 crore was returned to the Government'in March
2002. With this, the share of public in the Bank’s capital has
gone up trom 23.47 percent to 30.70 per cent, while reducing the
Government of India’s share to 69.30 per cent. This reduction

. coupled with better overall performance has resulted in Earnings

per Share [EPS] doubling to Rs. 7.91 from Rs. 3.95.
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oft %1 8, o & a1eit, 1000 TTEnSil BT HaT TR TU ITTH THA

The Bank also successfully raised Rs. 164 crore in February
2002 through Subordinated Tier I Bonds for a tenure of 63
months to support its asset expansion plans.

Bank’s treasury branch, besides managing the regulatory reserve
requirements, has been very active in optimizing the profits
through better use of resources, taking full advantage of the
opportunities availuble in the different financial markets. It has
been acknowledged as one of the major market makers in the
forex market and a significant player in the securities market.
The management of hiquidity was judiciously done through
praper deployment of the resources.

Our focus on NPA management yielded satisfactory results,
witlt total recoveries in various forms to over Rs. 1400 crore from
1287 crore effected in the previous year, although siippages in
some ol the big accounts due to overall slackness and global
recessionary conditions could not be avoided. Notwithstanding
this, the gross global NPA has come down 109.37 from 10.38 per
centand net NPA has come down to 6.02 per cent from 6.73 per

cent.

During the year under review, The Bank completed restructuring
in the organisation and reduced the administrative offices from
79 to 47. This had four-pronged advantages: better control and
co-ordination with fewer branches under jurisdiction, quicker
decision-making process because of removal of ane tier, overall
reduction in administrative costs and hetter use of the surplus
staff through redepioyment.

As part of our strategy to give due {ocus to core banking, we
have decided to prune down our non-core activity by
rationalising the subsidiaries. The Bank fulfifled the obligation
of the assured returns to its investors in respect of two schemes
floated by its subsidiary, BOI Mutual Fund. One of the schemes,
which matured on 31.03.2002, 1s being redeemed by the mutual
fund, while two other schemes have been sold to M/s Taurus
Mutyal Fund. This will pave way for closing down of the Mutual
Fund arm. Another subsidiary, BOI Finance Lid., has been
amalgamated with the Bank, BOI Shareholding Lid, s performing
well in conjunction with the Stock Exchange, Mumbai, in the
clearing and settlement business.

The Bank has been constantly exploring for uncharted viable
and profitable business opportunities. The Bank’s large and
well-distributed branch network and wide customer base, which
are its strength, are being leveraged for geperating new business
$0 as to augment fee income. We have tied-up with [CICI
Prudential Life Insurance Co. Lid. for providing reference of our
customers for sale of their life insurance products against a
referral fee, This scheme is being piloted at 7 centres, covering
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(¥.f5. Fomfd)
ey ue way P

© 4w

20,05.2002

70 branches, which will be expanded to other centres in a phased
manner. We have also entered into an arrangement with ICICI

. Bank for using our wide branch network for their cash

management services covering 1000 branches, which is expected
to generate turnover of Rs. 2000 crore and add to non interest
income of the Bank. We have also a strategic tie up with Securittes
Trading Corporation of India Ltd. [STCI], in facilitating secondary
market sale of Government Securities [G-Secs] to retai! investors
through our branches.

We have taken several initiatives in providing value addition
through our various products and impeccable services to satisfy
the needs of our customers, using technology to its tull
advantage. Multi-Branch Banking project has been extended to
cover around 194 branches in five cities, which will give the
operational flexibility to the customers. We are in the advanced
stage of covering another 80 branches within the network. ATMs
are the preferred channel of flexible banking for today’s customer.
We have already commissicned 48 ATMs (both On-site and
Off-site) and another 102 ATMs are at various stages of
implementation through an outsourcing model. In the next two
years a substantial portion of business is expected to be
transacted through a large number of ATMs.

~ Risk is an integral part of banking business. While risk cannot be

avoided or eliminated, it can be managed. Risk Management has

 therefore assumed greater significance in today’s banking., We

are constantly endeavouring to address this issue through various
risk mitigating models. The Bank is slowly shifting to VaR and
duration methods for measuring and mitigating the market risks.

Traditionally, the Bank has higher exposure in core sectors of
steel, iron, textile, chemicals and engineering. In qrder to diversify
and also looking to higher yield and relatively low-NPA, our
focus is now on housing, personal and retail segmems. This will
widen our middle class customer base, besidés enabling us to
disperse the risks. We have the distinction of being the first
public sector bank to make a foray into film financing by setting
up a corpus of Rs, 50 crare to begin with.

‘We have set for ourselves a target of Rs.1650 crore as operating
profit and Rs.700 crore as the net profit for the current year. Our
vision is to take your Bank to greater heights in the years to come.
I am confident that the Bank will continue its growth along the-
charted path and pass several important milestones on its course.

. (K. V.KRISHNAMURTHY)
CHAIRMAN & MANAGING DIRECTOR

MUMBAI
20.05.2002
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BANK OF INDIA
Head Office : 14th Floor, Express Towers, Nariman Point, Mumbai - 400 021,

- NOTICE

NOTICE is hereby given that the Sixth Annual General Meeting of the shareholders of Bank of India will be held on Monday, the 15th
July, 2002 at 2.30 p.m. at Sir Sorabji Pochkhanawala Bankers' Training College Auditorium, J.V.ED. Scheme, Vite Parle (West),
Mumbai - 400 056, to transact the following business: : '

“To discuss the Balance Sheet as at 31st March, 2002 and the Profit & 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 pcnod covered by the Accounts dnd the Auditors’ Report on the

Balance Sheet and Accounts”,

Place : Mwmnbai

(K.V.KRISHNAMURTHY)

Date : 20.06.2002 Chairman & Managing Director
NOTES: ' TRANSFERS
I.  APPOINTMENTOFPROXY Share certificates along with transfer deeds should be

A shareholder entitled to attend and vote at the Annual
General Meeting is entitled to appoint a Proxy to attend
and vote instead of himself/herself, The Proxy form, in order
to he effective, must be received at the place specified in
the Proxy form not later than 4 days before the date of the
Annuat General Meeting i.¢. on or before 10.07.2002

forwarded to the Registrar and Share Transter Agent at
address given in para 6 below.

CHANGE OF ADDRESS
Shareholders are required to intimate changes, if any, in
their registered address, to the Registrar and Share Transfer

2. ATTENDANCE SLIP CUM ENTRY PASS Agent of the Bank at the following address:
For the convenience of the sharcholders, Attendance : '
 slip-cum-Entry pass is annexed to this Report. Sharcholders/ M/s, Sharepro Services
Proxy holders/representatives are requested to atfix their Unit: Bank of India
sl:gnaturers at (h(; space provided lhcreli:l and surrende‘r, Satam Estate, 3rd Floor,
the Attenda'm.e s_np—cum-Entry pass at the venue. Proxy. Above Bank of Baroda
Representative of a shareholder should state on Attendance o .
slip cum Entry pass “Proxy” or “Representative” as the Cardinal Gracipus Road,
case may be. Chakala,
. Andheri (East),
3. PAYMENTOFDIVIDEND Mumbai - 400 099
Payment of dividend to shareholders as declared by the
Board f’t Directors shall be meltde within six weeks from the Shareholders/Proxy holders/representative are re queSt ed
date of Annual General Meeting. , . .
. to bring their copies of the Annual Report to the Annual
4. BOOKCLOSURE : General Meeting.

The Register of the shareholders and the ,Share Transter
Register of the Bank will remain closed from Tuesday, July
9, 2002 to Monday, July, 15, 2002 (both days inclusive), for
the purpose of Annual General Meeting.
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e st §a =Y 31 wrd 2002 ¥ Wi frdrd, S wWifem
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DIRECTORS’ REPORT

The Board of Directors have pleasure in presenting Bank’s
Annual Report atong with the Audited Balance Sheet as on 31
March 2002, the Profit and Loss Account and the Cash Flow

e feern e I ¥ Statement for the year ended 31" March 2002.
¥ w1 FrdfrargT Performance of the Bank (wod wig ﬁﬁ
- (Rs. incrore)
2000-01 2001-02 % gf& % Growth
FE TR Total Business 85744 100277 16.95
oo ofyrat Deposits 5167 59711 15.54
"It Indian 42883 49236 14.82
et Foreign 8796 10475 19.08
HRE H Gross Credit 34065 40566 19.08
iroip Indian 25736 30567 1877
et Foreign 8329 999 20.05
TS 0 Net Credit 32173 38311 19.08
WRE™ Indian 24010 28531 18.83
ferasit Foreign 8163 9780 19.79
fém Investments 18225 22084 2117
HRATS Indian 14887 16747 12,40
et Foreign’ 3338 5337 59.87
T A Total Income 6I7 6712 8.63
A T Total Expenditure 54017 5300 -1.98
wfameT Operating Profit 7 1412 82.90
WEMT T SAreRferwar Provisions & Contingencies 520 o3 73.65
q[ T Net Protit 252 505 10058
et Capital 638 488 2355
sTfara Reserves 2048 2357 15.08
it Jaidt S (%) Capital Adequacy Ratio (%) 1223 10.68 —_—
a9 3 (R Earnings Per Share (Rs.) 395 791 10025
TS (%) Dividend (%) 15 25 _—

Wﬁ&mf Deposits

4 % 2= % w omwiyn ¥ 8000 FE wY T Afirs F1 w0
T S 15,54 Whirer Y SerorTs g ¥ e eh s =
TAATET 6350 TS T o7 34 14,82 WiRww g

AR fadeht F3 =1 Fet wmatn ¥ 19.08 wiyww w1 wwg gfg gl
Forer® mmeer oy 7 16,80 Wi afs g | 3 = o smofng
# fageft wftsrem =1 dnrer 17,54 whive

ST el wATCfITE W 16.55 wiavra sfyare smrafimt o

mmﬁm.ﬁmmmwm%
TR 7 37.68 WiawE € w0

Bank’s deposit base went up by over Rs.8000 crore during the
year, recording a satisfactory growth ot 15.54 per cent, with
domestic operations contributing the bulk of over Rs.6350 crore.
The domestic deposit growth was at 14.82 per cent.

The wotal deposits of our foreign centres has registered a healthy
rise of 19.08 per cent, while customer deposits have risen by
16.80 per cent. Foreign operations contributed 17.54 per cent to
the total deposit base of the Bank.

Non-restdent deposits constitute 16.55 per cent of domestic
aggregate deposits.

The share of Savings Bank and Current deposits in domestic
operations remained at 37.68 per cent of the aggregate deposits,
The Bank has a well diversified deposit base with 56.4 per cent
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e ¥E o Tum i F 15.15 whwm ® sifuw a3 que @R
W% ¥ H doftwa Sur i = firem frodt oad % 52,90 whwm
7 oden ST ¥ ¥R 54.60 TR g

T fadet Flf F we s o w0 ¥ 20,05 whvr yfis g1
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WO g e ot T | S wEa el i ST o seyae
) O vt i et | frfredecor ¥ ww swra ¥ wa e X Y A
# Wiy frgr 1 v Sive @ v giew o 3g % 9 120 iy
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from rural, semi-urban and urban centres and.remainihg from
metropoiitan centres. Core component of domestic deposits
constitute 94.91 per cent.

Advances

Notwithstanding the sluggish demand, the growth in Bank's
domestic advances (gross) at |8.77 per cent was higher than the
industry average of 15.15 per cent. The share of Prime, AAA,
and AA rated borrowal accounts has gone up to 54.60 per cent

~ from 52.90 percent last year.

The credit at our foreign centres at g.ross. level expanded by
20.05 per cent, which could have been much hlgher, but for the
prepayment of large credits by corporates.

During the year, thrust was laid on retail credit through our Star
Suvidha and Star Aashiyana schemes, At the same time, the
corporate demand for short-term credit requirement was readily
met. As a strategy to diversify, the Bank made a foray into newer
areas. To this end the Bank managed syndication of term loan
for Rs. 129 crore for a hotel project. The Bank has the distinction
of being the first public sector bank to enter into film financing
in a selective way by setting up a corpus of Rs.50 crore. In
order to strengthen the marketing efforts and familiarising our
credit products, a product catalogue for corporate and retail
customers was brought out in January 2002,

Investments

SLR investments in domestic operations on gross basis
amounted to Rs 12833 crore (75.87 per cent of total investments),
while non-SLR investments formed the balance Rs 4081 crore
(24.13 per cent of total investments), recording a growth of 15.61
per cent and 3.44 per cent respectively. While SLR portfolio is
mainly guided by the regulatory requirements and for building
up the buffer required for repo operations as well as undertaking
trading activity, the main considerations in acquiring select Non-
SLR investments, apart from safety of funds. are better yield
and liquidity. '

The interest rates softened during the year. with yield on
benchmark 10-year G-Sec declining to 7.36 percentas on 31*
March 2002, from 14).34 per cent as on 31,03.2001. In tune with
the market trend, the yield on the Bank's domestic investments
has, also-come down during the year to 10.14 per cent from
10,68 per cent in 2000-01, The Bank holds Special Securities of
Rs 1695 crore hy way of recapitalisation in the past, excluding
which, the yield on other investments works out te 10.20 per
centin 2001-02. :

Investments are made in accordance with the comprehensive
policy approved by the Board, which also adequately addresses
the risk management. The policy as well as the portfolio are
reviewed periodically to respond to market developments,
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The investment portfolios of our foreign branches on net basis.
showed phenomenal growth of 59.87 per cent over the last year
level.

Profitability

Despite overall siow down the performance of the Bank for the
year has been satisfactory, with all round iprovement in the
working results. Operating profitincreased by 82.90 per cent to
Rs. 1412 crore from Rs. 772 crore for the previous year.

The Bank has written oft Rs. 135,18 crore during the year
under report, towards expenditure incurred oa voluntary
retirement (VRS) scheme 2000 thereby absorbhing 54.42 per
cent of the total VRS expenditure of Rs. 855 crore in two
years’ period.

Bank's Net profit has doubled to Rs. 505 crore, an impressive
104).58 per cent growth. Provision coverage ratio of the Bank
including nettable credit (before prudentind write-off) has
improved to 45 per cent compared to 39 per cent as at March-
end 2001.

The year saw gilt interest rates remaining soft and the yieid
curve falling continuously. There was wnple liquidity in the
system, whereas the demand for credit remaincd low, Whatever
little demand came was from top rated corporates, who could
borrow for short term at below-PLR rates, mainly for replacing
their existing costlier borrowings. In spite of this, the Bank has
been able to register a ! | per cent growth in nct interest income
and was able to maintain more or less the same spread. This has
been possible by effective management of borrowings and
continuous realignment of interest rates on deposits.

Non interest income for the year increased by 28 per cent to Rs.
1103 crore compared to Rs. 862 crore last year. The ratio of non-
intercst income to average working funds has improved
significantly to 1.70 per cent from 1.48 per cent iast year. Treasury
operations have contributed significantly to the non-interest
income of the Bank.

The initiatives taken to control operating expenses such as
offering VRS to employees, organisational restructuring,
enhancement of I'T capabilities, optimum usage of premises, etc,
have yielded the desired results and consequently the operating
expenses have reduced by Rs. 213 crore, 1.e. from Rs. 1744 crore
1o Rs. 1531 crare or 12.21 pereent,

The ratio of operating expenses to average working funds has
also come down to 2.35 per cent from 3.00 per cent last year. The
Bank has successfully conducted alt types of business without
affecting the level of customer satisfaction despite reduction in
staff by 14.65 per cent on account of VRS,
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