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CHAIRMAN & MANAGING DIRECTOR'S STATEMENT

Dear Shareholders,

I have great pleasure in presenting before you the report of the Board of
Directors of your Bank for the year ended 31st March 2005.

The economy continued to be on the upswing during the year with the GDP
growth rate estimated around 6.9%. The deposit growth of the Banks was
moderate during the year, due to abullish capital market, rising investments
in other competing sectors like Mutual Funds and Government savings
schemes. The credit growth, on the other hand, was substantial due to a
booming manufacturing sector, robust growth in exports, new
infrastructure projects and flourishing agricultural sector. As aresult, Non-
Food credit growth of the Scheduled Commercial Banks spurted to 26.5%,
net of conversion, and far-outstripped deposit growth of 14.1%.

The year also presented a host of challenges to the banks in sustaining
their profits at the level of the years just gone by. Diminishing treasury
profits from trading of securities due to rising yields impacted banks'
profits in a major way. An opportunity for derisking of the portfolio
from the impact of future increases in rates of interest was provided
when RBI permitted one time transfer of 'Held for Trading' and
'Available for Sale' securities to 'Held to Maturity' category upto
specified limits. This however necessitated one time provision, which
affected banks' bottomlines. Thinning margins due to intensifying
competition added to the pressure.

These factors put pressure on your Bank's operating results as well
and the Operating Profit and Net Profit declined during the year. The
operating profit for the year declined to -Rs. 1460 crore from Rs 2242
crore last year mainly due to decline in profit from sale of securities
by Rs.766 crore and increase in amortization expenses of Rs.122 crore.
However, excluding these two items, the operating profit increased
by 8%. The Bank shifted securities worth Rs. 13598 crore from the
AFS category to HTM category and made a one-time provision of
Rs. 474 crore for investment depreciation, immunizing its investment
portfolio against future shocks due to rise in interest rates. The
reduction in operating profit and one-time provision for depreciation
reduced the Net Profit of the Bank to Rs.340 .crore from Rs.1008
crore last year. In this backdrop the Bank has declared a Dividend
of 20% for the year.

The figures in the Balance sheet alone may not, however, reflect the
true strengths of the Bank. During the year, we have taken a number of
initiatives as part of the long-term plan, we have done the groundwork
during the year, and the strategies, commensurate with the business
environment, have been put in place. All these steps will make your
Bank 'the best in class'.

During the year, the deposits grew by 10.27%. The Bank took a
conscious decision to put greater emphasis on mobilizing more low
cost deposits. This bore fruit and the share of low cost deposits,
increased to over 40% from 38% last year, which in turn reduced the
cost of deposits to 4.17% from 4.64% in FY 2003-04, a significant
drop in cost by 47 BPS.

In order to earn higher spreads, the Bank continued its thrust towards
increasing the retail or personal loan segment. To buttress the efforts of
the marketing department, a 'feet on street' sales model has been put in
place in 4 pilot locations. The initial results are very encouraging and
shortly a national roll out will be made. The spirit of 'Kaizen' prompted
us to revamp our retail loan products, with a market driven and customer
centric approach, on an ongoing basis. The net result of all these efforts
saw our retail credit spurting to 25% of our Non food credit, registering
a growth of 29.05% in the segment.
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Priority Sector Advances, which also include Agriculture Advances, are
not only the National priority but our Bank's business priority as well.
With a dream of 'Resurgent India' the finance minister urged the banks
to step up the disbursements in the Agricultural sector by as much as
30% over the previous year. Though an uphill task, our determination to
accomplish the objective and business based approach to this segment
of lending enabled to clock an unprecedented growth of disbursements
in Agriculture sector by 33.15% over the previous year. Today your
Bank is proud that its Agricultural Advances are at 20.45% of Net Bank
Credit as against the target of 18%. The Bank's commitments to other
social sectors remains as strong, with priority sector outstanding at
51.33% as against the stipulation of 40%. It is also important to note
here that in the changed market dynamics, Agriculture and other SME
credit are one of the more profitable segments of lending and are being
targeted by banks on commercial considerations.

The Management of NPAs was the focussed area during this year. I am
happy to report to you an excellent performance in this area, which has
led to a qualitative improvement in our assets portfolio and enhanced
inherent strengths. A multi-pronged strategy of stringent credit
monitoring, upgradation of accounts, cash recoveries coupled with usage
of various tools like CDR mechanism. SARFAESI Act etc. helped us
write an engaging script in NPA management. At the year-end net NPA
ratio was sharply brought down from 4.50% last year to 2.77% besides
reducing the gross NPA in absolute and percentage terms. The Bank
made all time high cash recoveries of Rs. 804 crores during the year.
Now we can confidently walk towards our goal of making the Bank
with less than \% net NPA by the year 2007.

Your Bank is already the most trusted 'brand* amongst the nationalized
banks as per the AC Nielsen survey of 2004. To further enhance our
image of the 'Bank that cares', the Bank has embraced technology to
provide world class, value added service to its esteemed customers. The
Core Banking Solution project 'StarShakti', which provides Anywhere,
Anytime banking now straddles 128 branches. The number will go upto
750 branches in 210 centres in the coming two years. We have also
created a 'Hub' at Singapore to network the entire overseas operations.

In today's environment non-branch delivery channels have also become
very important. The Bank has its own 263 on-line ATMs besides 12,000
ATMs, which are available to its customers through shared networks.
Internet Banking, SMS banking and tele banking are available to its
customers. Various tech driven products like Star e-pay for utility bills
payment have been introduced. Real time Gross settlement RTGS has
been enabled in 88 branches to facilitate instant funds transfers.

To derive full benefits of technology, the Bank has embarked on the
ambitious project of Strategic Business Process Reengineering. The
broad objectives of BPR are structural realignment to support our
business model, centralization of various back office processes and
workflow redesign. The aim is to enhance customer focus,
improvements in processes and efficiency and reduction in costs. The
BPR initiatives are still unfolding and will cover the entire gamut of
activities in the next year. The Bank is piloting every initiative at
select cities to fine-tune the model before the national roll out.- The
BPR led processes will make your Bank a nimble footed player capable
to take on any challenge.

As part of BPR initiative, a system of studying Product profitability
on an ongoing basis has been institutionalized. Keeping into view
customer segments, the Bank has revamped its product portfolio. To
retain and attract high-end customers, special products with, built in
value added services have been designed. A model of Relationship
Managers has been put in place for service level enhancement of our
top end customers. All these steps will ensure a vibrant role for the
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Bank in the days to come.

As part of our corporate philosophy, to be the one stop mart for all the
financial needs of all the segments of the society, we are continuously
expanding the range of products on offer. This year we have reworked

• our strategies in credit card business by introducing cards for various
niche segments and also co-branded cards. Online depository services
are available to our customers in all the major centres. The Bank is
already active in the commodity futures market and is the clearing Bank
for the NCDEX and MCX.

The continuous quest for increasing the profits is leading us to find newer
revenue streams. Selling of third party products, enhancing non interest
income through concerted marketing efforts and offering various
derivative products to our corporate customers through our treasury are
some of the functions which will bolster our profits in this age of intense
competition.

Our International operations occupy a place of pride in our overall
operations. With 20 branches and 3 representative offices in 12 countries,
the international operations contribute 20% of business mix, a significant
contribution indeed. A major drive is underway in our foreign operations,
which will put our footprints in places like Doha, Beijing, Antwerp,
Dar-es-salam, SAARC Region, Africa and Europe.

We being a service industry, our human capital is the most valuable
asset. Our human resources practices emanate from the premise that the
satisfaction of the 'external customer' is solely dependent on the 'internal
customer'. The management of human resources thus converges on to
provide a satisfying work environment, matching the staff profile with
the job profile and development of skills through training. Motivation
plays an important role in employee functioning and thus a
comprehensive employee motivation scheme has been put in place to
propel our employees to excel.

Moving ahead the Bank is continuing with its commitment to quality
policy. More and more branches are being brought under ISO 9001-
2000 certification. Keeping its 'Mission' and 'Vision' as the guiding
principles, the Bank is focussing on its core competencies. 'Global' in
reach yet alert to the flux in 'Local' environment has made us truly
'Glocal'. In the year to come the 'mantra' for the Bank would be to spot
and exploit all opportunities, to harness investments in technology to
achieve efficiencies and cost reductions. Active marketing and direct
sales through a nationwide strong 'Sales Team', efficiency of operations
through BPR initiatives, technology support for multi delivery channels
and multi-product capabilities would truly spearhead our campaign to
emerge as the 'Best in class' in the coming year. We would be aiming
for more low cost deposits through the efforts of our Retail Sales force.
Significant step-up in personal loan segment and SME segment through
aggressive marketing will be the key drivers of profit escalation in the
next year. Relationship models and cross selling would ensure that we
get our due share of the wallet and non-fund income.

This year we rededicate ourselves in increasing the stakeholders' value
with enshrined principles of Corporate Governance. In September 2005,
we enter our 'Centenary Year'. We have done the groundwork for creating
a robust and enduring structure, which will support the business model
and take on every challenge in the ever-changing business environment.
The results will be visible in the years to come. We solicit your support
in our journey towards excellence.

With warm regards,

Mumbai

Yours sincerely

(M.Balachandran)
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BANK OF INDIA
- 400051.

Head Office : Star House, C-5, 'G' Block, Bandra-Kurla Complex, Bandra (East), Mumbai - 400 051.

NOTICE

NOTICE is hereby given that the Ninth Annual General Meeting of the

2005 ̂  ^ftfT 2.30 "3% Shareholders of Bank of India will be held on Monday, 11th July, 2005 at

TIT -Hkiq^fl tJta<9McjKii «tad ^f^T «hT<?ta 3fTs)<t}R<4H, ^^nlsl *«$>H, 2.30 p.m. at Sir Sorabji Pochkhanawala Bankers' Training College

Auditorium, J.V.P.D. Scheme, (Near Cooper Hospital)* Vile Parle-(West),

Mumbai - 400 056, to transact the following business:

fc,fl<fr 31 -qr^ 2005 TJ^ !T4t (<nich ^t ^Hlki "̂ ° discuss the Balance Sheet as at 31s1 March, 2005 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."

M. Balachandran
Executive Director

Place: Mumbai

24/05/2005 Date: 24.05.2005.
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NOTES:

1. APPOINTMENT OF PROXY

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 be effective, must be

received at the place specified in the Proxy form not later than

4(four) days before the date of the Annual General Meeting i.e.on

or before the close of banking hours on Wednesday, the 6th

July,2005.

2. APPOINTMENT OF AUTHORISED REPARESENTATIVE

No person shall be entitled to attend or vote at the meeting as a

duly authorised representative of a Company or any other Body

Corporate which is a shareholder of the Bank, unless a copy of the

Resolution appointing him/her as a duly authorised representative,

certified to be true copy by the Chairman of the meeting at which it

was passed, shall have been deposited at the Head Office of the

Bank not less than 4 (four) days before the close of banking hours

on Wednesday, the 6s1 July, 2005.

3. BOOK CLOSURE

The Register of the shareholders and the Share Transfer Register

of the Bank will remain closed from Tuesday, July 5, 2005 to

Monday, July 11, 2005 (both days^ inclusive), for the purpose of

Annual General Meeting and ascertainment of entitlement for

payment of dividend.

4. CHANGE OF ADDRESS
Shareholders holding shares in dematerilised form should

communicate the change of address, if any, to their Depository

Participant and others who hold shares in physical form should

communicate the change of address, to the Registrar and Share

Transfer Agent of the Bank at the following address :

M/s. Sharepro Services (India) Pvt. Ltd.,
Unit: Bank of India

Satam Estate, 3rd Floor,

Above Bank of Baroda,

Cardinal Gracious Road, Chakala,

Andheri (East), Mumbai - 400 099.

Phone-28215168
E-mail - sharepro@vsnl.com

5. PAYMENT OF DIVIDEND

Payment of dividend to shareholders as declared by the Board of

Directors shall be made within 30 days from the date of Annual

General Meeting.

6. ATTENDANCE SLIP-CUM-ENTRY PASS

For the convenience of the shareholders, Attendance slip-cum-Entry
pass is annexed to this Report. Shareholders/ Proxy holders/
representatives are requested to affix their signatures at the space
provided therein and surrender the Attendance slip- cum-Entry pass
at the venue. Proxy/Representative of a shareholder, should state
on Attendance slip-cum-Entry pass "Proxy" or "Representative"
as the case may be.
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DIRECTORS'REPORT
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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 31st March 2005.

PERFORMANCE HIGHLIGHTS

• Operating profit Rs. 1460 crore.

• Net Profit Rs.340 crore.

• Capital Adequacy at 11.52 %.

• Networth at Rs.4042 crore, grew by 5.39 %.

• Investment Fluctuation Reserve (IFR) at Rs. 322 crore, constitutes
6.05% of eligible securities.

,• Book value Rs.82.93 (Rs.78.57).

• Gross NPA declined by Rs.578 crore (-15.48%). Gross NPA ratio
declined to 5.48% from 7.86% at March-end 2004.

• Net NPA declined by Rs.507 crore (-24.60%). Net NPA ratio
declined to 2.77% from 4.50% at 31.03.2004. •

• . All time high Cash Recovery of Rs.804 crore towards NPA
reduction.

• Total business of the Bank increased to Rs. 136422 crore, a growth
of 14.66%. Domestic business grew by 13.97% to reach the level
of Rs. 110092 crore.

• Total deposits of the Bank increased to Rs. 78821 crore, a growth
of 10.27%. Domestic deposits increased by 9.28% to reach the level
of Rs.65782 crore. Share of low cost deposits in domestic deposits
increased to over 40 % in FY 2005 from 38.52% in FY 2004.

• Total gross credit of the Bank touched Rs.57601 crore (growth
21.27%) with domestic credit recording growth of 21.7% to reach
the level of Rs.44310 crore.

• Retail lending grew by 29.05% and contributed 31.38% of total
non-food credit growth in FY 2005. Share of retail credit in Non-
Food Credit has gone upto 25 % at 31.03.2005 from 24% a year ago.

• Priority sector lending @ 51.33% and Agriculture finance @
20.45% of Net Bank Credit is above mandatory limits.

• Export Credit registered a growth of Rs.398 crore or 11.43%.

• International Gold Credit Card introduced. .

• . Exporters Gold Card introduced.

• 100% branches computerised.

• Internet Banking and Electronic payment of Utility bills (Star
e-pay) introduced.

• About 12000 ATMs made available to customers including shared
ATMs/VISA network.

• Core Banking Solution implemented in 128 branches. ,

• RTGS/SFMS enabled in 88,branches.

• 479 branches enabled forOn-line Tax Accounting System (OLTAS).
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• Equity participation in ASREC, the Asset Reconstruction Company

floated by UTI and Multi Commodity Exchange (MCX).

• Ranked India's most trusted Service Brand among all Nationalised

Banks, consecutively for the Year 2004, by A.C.Nielsen ORG-

MARG.

• Ranked 24th among India's Top 500 companies in the year 2004 by

Dun & Bradstreet.

• Value added Savings and Current deposit products for high-end

customers launched on pilot basis as a part of Business Process

Re-engineering initiative.

• Major initiatives in international operations involving ramp-up of

foreign presence, enhancement in product offerings and technology

upgradations. Opened west lands branch at Nairobi (Kenya) taking

the total number of foreign branches/offices to 23.

FINANCIAL REVIEW

The year witnessed continued surplus liquidity in the Banking System.

Credit growth picked up sharply because of CAPEX plan of corporates

getting implemented, a booming manufacturing sector and robust growth

in exports. Added thrust on infrastructure and agricultural sectors with

continued focus on retail credit resulted in the credit growth of the

Banking System far outstripping deposit growth. Non food credit of

scheduled commercial banks increased by 26.0 per cent, net of

conversion, as compared with 18.4 per cent in the previous year. Deposits

of scheduled commercial banks recorded a growth of 14.1%, compared

to 17.5% recorded last year. Slow down in growth of non-resident

deposits during the year affected deposit accretion with the banks.

The Bank also capitalised on the growth opportunities and expanded

credit in all segments including priority sector and retail. Continued

thrust on mobilising low cost savings and current deposits improved the

Bank's share in low cost deposits to over 40 percent and the cost of

deposits declined to 4.17% from 4.64%. However, the liquidity overhang

in the system and the resultant competition in expanding credit, exerted

pressure on yield and the spread. Sluggish growth in deposits contributed

to upward pressure on deposit interest rates.

Yields on Government securities rose, resulting in considerably reduced

opportunities for profit on sale of securities. RBI allowed banks to transfer

securities from AFS/HFT category to HTM category to the extent of SLR

i.e. 25%. The Bank also transferred substantial portion of eligible securities

to the HTM category, which resulted in enhanced provisions for-investment

depreciation, impacting the profit of the bank, but at the same time largely

derisking'the investment portfolio against future rise in interest rates.

The financial performance of the Bank for the year 2004-05 is

summarised below:
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Performance of the Bank

Net Interest Income
Non-Interest Income

of which :

Profit from sale of securities

Core Non-interest income
(excl. sale of securities)

Operating Expenses

Operating Profit
Operating Profit excl. sale of securities

Provisions / Contingencies

Of which:
Provisions for investments

Net Profit
Net Profit excl. sale of securities

and provision for investments
Return on Networth (%)

Return on Assets (%)

Earnings per share (Rs.)

Book-value per share (Rs.)

2003-04

2201.43
1791.99

946.08

845.91

1751.55
2241.87

1295.79
1233.55

42.11

1008.32

104.35'
28.04

1.25

20.69

78.57

2004-05

2236.89
1155.80

180.23

975.57

1932.33

1460.36
1280.13

1120.31

494.18

340.05

654.00
8.63

0.38

6.98

82.93

\( <iU'l *MM cb-u-f H )

(Amount in Rs. crore)

% ff^ Growth %

1.61

-35.50

-80.95

15.33

10.32

-34.86

-1.21

• -9.18

1073.54

-66.27

526.74

..MN«1H %

cffcf

"TT

"^.149.82
HT %

2003-04 3^.27 .56

. 765.85
. 1791.99

Operating Profit of the Bank was lower due to reduced earning on sale of
securities. Similarly, Net Profit also declined due to increased provision

on investment depreciation for investments transferred to HTM category.

Net interest income shows only marginal improvement of 1.61% on
account of amortisation expenses on investments of Rs.149.82

crore(Rs.27.56 crore in FY 2003-04), included under interest expenses.

Non interest income of the Bank was lower at Rs. 1155.80 crore from

Rs. 1791.99 crore, due to decline in profit from sale of securities by
Rs.765.85 crore. Core non-interest income improved by 15.33%.

The important yield, cost and other financial ratios are as under:
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2003-04

7.45

8.03

7.18

4.64

4.45

2.73

2.22

2.17

1.45

0.72

2.78

23.62

44.87
43.86

2004-05

7.11

7.68

6.71

4.17

4.22

2.49

1.29

2.15

1.41

0.74

1.62

16.08

34.07

56.96

Important Financial Ratios

Yield on Advances

Yield on Investments
Yield on funds

Cost of Deposits
Cost of Funds
Spread

Other Income to Average Assets

Operating cost to Average Assets

Staff cost to Average Assets
Other operating cost to Average Assets
Asset Utilisation Ratio
Non-Interest Income to total Income

Non-Interest Income to Net Income

Cost to Net Income

(Percentages)

2003-04

7.45

8.03'

7.18

4.64

4.45

2.73

2.22

2.17

1.45
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- 2.78

23.62

44.87
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2004-05

7.11

7.68

6.71

' 4.17

4.22

2.49

1.29

2.15

1.41

0.74

1.62

. 16.08

34.07

56.96
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