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CHAIRMAN & MANAGING DIRECTOR’S STATEMENT
Dear Shareholders, - -

It givies me immense pleasure in presenting before you the Report
of the Board of Directors of your Bank for the Year 2002-03. We
are jubilant for the reasons that your Bank posted excellent
performance results for the financial year 2002-03, created a
magmﬁcent futuristic edifice christened as ‘Star House’ as its
Head Office and occupied it since May 2003 and published its
audited financial results in a record time of 30 days on 30" April
2003. Nothmg is more gratifying to me personally, than presenting
the star performance of the Bank to you, for the last time, before
I superannuate at the end of May 2003.

The Bank’s achievements were ohtstanding during the Financial
Year 2002-03, détails of which are presented in the Report. Your
Bank has grown from strength (o stréngth, successfully meeting
challenges and capitalising on opportunities in the operating
environment. In our pursuit of excellence, the year bears
testimony to all time high Operating Profit of Rs.2030 crore and
Net brofit of Rs.851 crore in the Bank’s operations since its
existence of more than 96 years,

The Year 2002-03 witnessed mixed trends in our economy. We
saw. revival in manufacturing sector but our Gross Domestic
Product (GDP) growth was constrained by less than normal
monsoon. Inspite of recession in the developed economies and
elsewhere, Indian economy could perform reasonably well.
Economic reforms ushered in new opportunities and
simultaneously, new challenges have also emerged, like growing
competition, disintermediation and new areas of business risks.
Technology and customer centric approach are shaping future
business strategies of Banks prompting innovation and value
addition to the services rendered to the customers, for
enhancement of the profitability of the Banks. Furthermore, there
is a perceptible shift towards managemient by values in the form
of Corporate Goveérnance and;:Benchmarking in tandem with
international standards and best practices as the econemy
progresses towards globalisation. These are issues engaging
the attention of bankers in the chénging environment.

Your Bank is addressing these issues and responding to
challenges of the competitive énvironment with well structured
strategies and has taken initiatives for a sustainable growth and
prgﬁ;abi_lity to-create value for our stakeholders in the process.

Your Bank has reached an Operating Profit of Rs.2030 crore:
recording a growthof 44% and Net Profit of Rs.851 crore with a
growth of 69% during the year, surpassing the targets we had
set for ourselves. The Board of Directors has also recommended
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a Dividend of 30% for the Year.. The earning per share afthe
Bank has increased to Rs.17.43 and the book value per share
has jumped to Rs.68.78. I am sure many of You would have

- expected this resilience and would have been happy to note

that your Bank’s Share price crossed the issue price of Rs.45
reflectmg our contmumg excellent performance and our
commitment to perform better.

The other proﬁtabrhty parameters like Retum on Assets at L. 16%
improving from 0.78%, Asset ttilisation ratio going upto 2. 77%
from 2.18% and Retiirn on Netweorth up from 19.68% to 28.32%,
speak volumes on the intrinsic worth of the Bank. :Another
important feature of our results has been thaj our cost ratios
have been coming down steadily with our operating cost to
average working funds declining from 2.35% to 2.25%, staffcost
to average working funds coming-down from 1.67% to 1.54%
and cost to income ratjo sliding down from 22, 81% to 21, 78%
Your Bank has achieved an important milestone in reducrng the
burden and 99.6% of our Operatmg expenses have been covered
by Non-Interést Income, leaving almost the entire Net Interest
Income to add to the Bank’s bottomline. :

The Bank’s Capital Adequacy Ratio has improved from 10.68%
to 12.02% which will comfortably support our business
expansion plans. '

Your Bank has taken adequate measures to mamtam its asset
qualrty and has been taking necessary steps to contain Non-
Performmg Assets. Our Gross Non- Performmg Assets have
declined ffom 9.37% 16 8.62% and Net Non-PerformmgAssets
have come down from 6.02% t0'5.59%. N

The Bank has adopted growth strategies firmly by capitalising
on new business epportunitics which are enablers of future
growth by way of focussing on fee-based incomg and has
entered into cross- -sellin g of products like Bankassurance under
tie-up arrangement with ICICI Prudential Life Insurance ColLtd.,

and the distributién of Mutual' Fund Prodicts under tie-ifp
arrangementwith DSP Merill Lynch.: The Bahk has also starté#
retailing of Government Securities, which will add to eur fee
income.

The Bank values its corporate relatlonshlps as well as, is havmg
a retail focus and is gradually de—nskmg its asset portfoho
through increasing retail finance. Your Bank is also additig valtie
to its clients’ business by coming out with innovative new
products. We have also launched an Intematronal Visa Electron
Debit Card in our endeavour to expand our retall reach.”

With a focus on operating eff1c1ency and to prov1de cost-
effective services to our custorners, the Bank is well ahead of
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the route to technological upgradation and is providing extended
delivery channels and convenience banking to our customers.
The Bank is expanding its ATM network on sharing basis with
other Banks as well as the number of networked branches is
being increased to about 750 during the current year. We are
also in the Process of outsourcing our existing IT infrastructure
and our future IT'upgradation Plan ilncluding a core Banking

" solution for the Bank.

Alongwith technology, we believe that human capital is an
essential enabler of future growth. We are in the process of
outsourcing our Human Resources (HR) processes with a focus

_on developmg human I'CSOUI'CCS SO as to create an env1ronment

to meet the growth requnrcments of the present day competmve
banking. It is the quest we try and foster in every individual.

Your Bank has a global vision and in our pursuit to capitalise on
emerging opportunities, we have opened two representative
Offices, one in China and another in Vietnam, during the year to
strengthen our International operations.

Your Bank is managing business risks efficiently in the changing
environment and business complexities with well laid down
Policies and a competent and dynamic Management' Team.
Towards our commitment to good corporate governance, we are
maintaining high ethical standards while striving to create value
for our Stakeholders.

I-believe that our focus on growth with value creation for our
Stakeholders, backed by sound-policies, initiatives and good
corporate governance, will help us in meeting the new
opportunities and challenges as we move forward and to achieve
the goals we have set for ourselves. To sustain the performance
levels achieved durmg the year 2002-03 would be a challenge in
the face of competltlon and the ever-changing operating
env1ronment But I am sure that the Bank with its resilience and
inherent strength would be able to meet the challenges and
scale néwer heights in the years ahead.

Together we can make a dlfference

(K. V.KRISHNAMURTHY)

CHAIRMAN & MANAGING DIRECTOR
MUMBALI
30.04.2003
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BANK OF INDIA
Head Office : Star House, C-5, ‘G’ Block, Bandra-Kurla Complex, Bandra (East), Mumbai - 400 05 1. _

NOTICE g

| NOTL(;E is hereby gwen that the Seventh Annual General Meetmg of uheSharehclders of Bank of Indra will be held on Thursday, | the
10™ July, 2003 at 2.30 p.m. at Star House C-5,°G’, Block Bandra-Kurla Complex. Bandra (Bast) Mumbai - 400 051, to transact the
following business: . SR e IR

“To. dnscuss the Balance- Sheet as at 31“ March 2003 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 andthe Auditors’ Repost on

the Balance Sheet and Accounts.” ..

T

Place : Mumbai
Date: 31.05.2003

NOTES

1L

APPOINTMENT OFPROXY

A shareholder entitled to attend and vote at the Annuat:
--General Meeting is entitled to appoint a Proxy to attend and
- vote instead of himself/herself. The Proxy ferm, in order to

be effective, must be received at the place specified in the

. Proxy form not later than 4 days before the date of the Annual

General Meeting i.e.on or before Saturday, the 5* July,2003.

The Register of the shareholders and the Share Transfer
Register of the Bank will remain closed from Thursday,

- July 3,2003 to Thursday, July 10,2003 (both days inclusive),

for the purpose of Annual General Meeting.

o (K.V.KRISHNAMURTHY)

Chairman & Managing Diréctor

TRANSFERS

Share-certificates along with transfer deeds should be
forwarded to the Registrar and Share Transfer’ Agent at
address: grvcn in para 6 below.

CHANGE OF ADDRESS

- Shareholders are required to-intimate changes, if any, in

2 ATTEND ANCE SLIP CUMENTRY PASS - their registered address; to the Registrar and Share Transfer
" For the convenience of the shareholders, Attendance slip- iAgent of the Bank at the following address :
cum-Entry pass is annexed to this Report. Shareholders/ Proxy
holders/representatlves are requested to affix their sngnatures v o ,
at the sRace prov1ded therem and sur;render the Attendance M/s. Sharepro Services,
shp- cum-Entry pass at the venue. Proxy/Representatlve ofa Unit: Bank of India,
sharehclder should state cn Attendance slip-cum-Entry pass Satam Estate, 3rd Floor,
“Proxy” or ‘“Representative” as the case, may be. _
ol Above Bank of Baroda,
‘3. PAYMENTOFDIVIDEND Cardinal Gracious Road,
. Payment of dividend to shareholders as declared by. | the " Chakala, -
Board of Directors shall be made within 30 days fronr the Andherj:(East);
date of Annual General Meeting. . Mumbai~=400 099,
4 BOOKCLOSURE N

,Shareholders/Proxy holders/ representatives are requested :
to bring their copies of the Annual Report to the Annual
General Meeting.
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DIRECTORS’ REPORT

- The Board of Directors have pleasure in presenting the Bank’s
. Annual Report alongwith the audited Statement of accounts

and the Cash Flow Statement for the year ended 31* March
2003.

_ Financial Highlights

Operating profit increased by 43.76% to Rs.2030 crore during
2002-03 from Rs. 1412 crore for 2001-02. The Bank’s Net profit
has recorded impressive growth of 68.44 per cent to readhits 851
crore in 2002-03 from Rs.505 crore for the previous'year. Provi-
sion coverage ratio of the Bank including nettable credit {before
prudential write-off) has improved to 50.05 per cent compared to
45 per-cent as at Mareh-end 2002. The financial pei‘formance for

‘the year 2002-03 is summansed ’oe}low* o T

da @1 HrfreET Petformance of the Bank (fer ‘«Tﬂ# '6?73 1?)
- (Amount in Rs. crore)
2001-02 2002-03 % 3% Growth %
et Net Interest Income 182549 203621 LS4
R-=art o Non-Interest Income 111746 164237 4697
qRETeTa = Operating Expenses 1530.89 1648.58 “7ido
fEre™ @y Operating Profit 1412.06 203000 © . - - 4376 .
WA T snasﬁaam . Provisions / Contingencies 903.23 117900 ? 30.53
&Y - FIE Net Profit 505.22* 851.00 . .6844
& weafa ey (%) " Returnon Networth (%) 1968 : 2832 4390
el | (%) Return on Assets (%) 078 1.16 4872
TR ST (F) .. Earnings pershare (Rs.) 791 ' 1743 12035
TR SR (3),, * Baok-value per share (Rs.) 5433 ' 6878 126160
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* after approprlanon of an amount of Rs 3 61 crore bemg divi-
dend adjusted

Detalls relatmg to operatléns and results are glven 'in the
Busmess Rev1ew and Management Dlscussxon arid Analysxs

S

Financia'l Review

- The Bank has registéred all-round improvément in the working

results by further consohdatmg its progress achieved in the
previous fiscal year. The fiscal 03 saw interest rates further
softening arid the yleid curve of Govertiment gilts fhlling
continuously. The Bank has revised its intefest rate stricture
on domestic term deposits downwards by 12 times during the
year under review to remain competitive and bring better
alignment of its Asset-Liability Managemient keepihg in tune
with the market trénd. There was amplé liquidity in the system,
whereas the credit-Off take for major part of the year remained
low. Towards the close of the ﬁgcal yedr the credit demahd was
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fuelled largely by retail and housing finance besides revival in
industrial production. Due to easy liquidity conditions, most of
the top rated corporate bprrowers have been able to raise credit
for short-term at sub-PLR rates, mainly for replacing their costlier
borrowings in the earlier years. Inspite of this, the Bank has
been able to record a 5.97 per cent growth in 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 46.97 per cent to
Rs.1642 crore compared to Rs.1117 crore last year. The ratio of
non-interest income to average working funds has improved
significantly to 2.24 per cent from 1.70 per cent in the last fiscal.
Treasury operations have contributed sizeably to the non-
interest income of the Bank :

The initiatives taken to control operating ‘expenses such as first
round of Voluntary Retirement Scheme (VRS) for employees,
organisational restructuring, enhancement of IT capabilities, cost
effective measures for optimum usage of premises, shifting of
the Bank’s Head office to its own premises, STAR HOUSE at
Bandra-Kurla Complex with the state-of- the-art technology etc.,

have continuéd to yield the desired results. The Bank has written
off Rs.135 crore during the year under report, towards
expenditure incurred on VRS Scheme thereby absorbing 70.18
per cent of the total VRS expenditure of Rs.855 crore in three
years’ perlod The Bank also intended to offer second round of
VRS to bring down further its operating cost during the fiscal
03. The proposal is under Government of India’s consideration.
The ratio of operating expenses to average working funds has
also come down to 2.25 per cent from 2.35 per cent last year.
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wmm (wﬁ’m) Important Financial Ratios (Percentage)
,, 2001-02 | 2002-03 . ‘ 2001-02 | 2002-03

fied & wfes L 935 8.80 Yield on Advances 935 8.80
e awfer , ‘ 952 859 Yield on Investments 952 859
Tafirt O afe 863 810 Yield on funds 863 810
SR 5 e 595 550 Cost of Deposits 595 550
Fafr 7% e 5.80 532 Cost of Funds 5.80 532
R 283 278 Spread 283 278
irae afedl & o= o 170 224 Other Income to Average Assets 170 224
airea st 3 TRETEE o 235 225 Operating cost to Average Assets 235 225
" el | 1' e 1'54 Staff cost to Average Assets 1.67 154

3 et & A ’ Other operating cost to

: ’ f ki (2)?2 g;; Average Assets 0.68 0.71

; P T ) " Asset Utilisation Ratio 2.18 2.77
& 5 ’ S T 1643 2169 Non-Interest Income to total Income 1643 2169
pic 3'{!3[ d - ST 3197 44.65 Non-Interest Income to Net Income 3797 4465
¥ AT 2281 2178 Cost to Income 22.81 21.78
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Dividend

The Board of Dlrcctors recommended a dividend of 30 per cent
for the year ended 31 March 2003, subject to necessary approval
as'may be required. Total dividend outgo amounts to Rs.164.95
crore inclusive of the dividend distribution tax of Rs.18.73 crore
to be paid in 2003-04.

Capital

During the year, the Bank forfeited 11,85,300 shares due to non-
payment of allotment money due thereon and consequently paid
up share capital of the Bank now stands at Rs.488.14 crore and
the percentage holding of the Government of India stond at
69.47 per cent during the year.

Capital Adequacy

During the year, the Bank took advantage of the low interest
rate scenario and successfully raised Rs.450 crore through Tier
II sub-ordinated Bonds for a tenure of 90 months at a very low
cost of 7.25 per cent. The issue of long term bonds has-greatly
helped the Bank also from the asset—habnh[y management angle
by way of reducmg the interest rate risk. Further an amount of
Rs.686.05 crore has been transferred to the reserves from the
profits for the year. As a result, the Capital Adequacy ratio of
the Bank, now stands at.12.02 per cent consisting of Tier I Capital
at 7.56 per cent and Tier Il Capital at 4.46 per cent, as against the
regulatory requirement of 9 per cent in this regard.
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o , wm%mmmt Details of Capital Adequacy are shown asunder: (Rs. in Crore)
gt 74 31 #Y AsonMarch 31
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Amount | % to Risk weighted Assets | Amount| % to Risk weighted Assets
Joibf ol Tier I Capital 2347 637 b77) 156
it 1 g ~ Tier II Capital 1585 431 1757 446
% . Total Capital 3932 1 11068 4729 1202
uiftg #MR&af  Risk Weighted Assets ‘| 36821 39341
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