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CHAIRMAN & MANAGING DIRECTOR'S STATEMENT

Dear Shareholders,

I have great pleasure to present to you the Report of the Board of Directors

for the year ended 31SI March, 2006.

Your Bank has entered its Centenary Year on 7'h September 2005. This is

a historic occasion in the life of any organization and fittingly, on this

momentous occasion we rededicate ourselves to our corporate mission of

"Service to Stakeholders".

At the macro level, the country's economy witnessed another year of

upswing with the GDP growth at 8.4%. The uptrend was spurred by

buoyant growth in the services sector, improved industrial activity and a

turn for the better in the agriculture sector. Exports increased by 24.7

percent and imports showed a spurt of 31.5 percent in the year 2005-06.

Foreign currency reserves increased by USD 9.5 billion to USD 145-. 1

billion during 2005-06 mainly on account of rise in capital inflows. Inflation

was under control with WPI rising by 4.5 percent as against 6.5 percent in

the previous year. Non-food credit remained the key driver of banking

activity, growing by 37.3 percent. Credit growth outpaced deposit growth

by a substantial margin as Bank Deposits grew by 22.8 percent during the

year 2005-06.

Buoyed by a pick-up in the real economic activity and higher credit offtake,

resulting in increased income from core operations and improved recovery

of NPAs, your Bank continued to grow at a brisk pace. Net profit doubled

to Rs.701 crore from Rs.340 crore and operating profit increased to Rs. 1701

crore from Rs. 1460 crore. The global business mix of the bank went up

by over 18% to reach Rs. 160594 crore, with deposits increasing by

Rs. 1 5 1 1 1 crore and total advances growing by Rs.9545 crore.

The Bank continued its thrust

towards increasing its share in the
retail and personal segments besides

SME and agr icul tura l lending.
Retail credit recorded a robust

growth of 36.71%. Proactive
marketing of Bank's retail credit

products has been undertaken .
Specialised retail hubs have been set

up by the Bank for delivery of retail
loans to customers with service at
their door step. Tie-up arrangements
have been made with manufacturers
of two wheelers, consumer

electronics / tractor manufacturers, leading tour operators etc. in addition
to the existing line of tie-ups, to further penetrate personal finance segment

on attractive terms and competitive pricing. Several initiatives towards
providing value added services like clubbing an Insurance Product with

Home Loan styled 'Home Assure' were introduced. Home Assure is an
extremely affordable Term Life Insurance plan, which offers protection

against the loan amount in case of an unfortunate eventuality caused to the
loanee. The customer pays a single premium at the beginning of the cover

and remains covered throughout the tenure of the loan.
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Priority sector Advances, which include Agricultural Advances, are not

only a national priority reflecting the Bank's social commitment but also

are recognized as a profitable business opportunity by us. Priority sector

advances grew by 26.25% to constitute 49.08% of Net Bank credit.

Agricultural advances recorded a growth of 29.04% and accounted for

19.58% of Net Bank Credit. Bank has initiated handholding of one poor

farmer, poor woman, poor student, poor dalit and poor artisan during the

centenary year thereby continuing its active support to poverty alleviation,

employment generating ventures, empowerment of women and uplif tment

of poor and downtrodden. Shatabdi Krishi Vikas Card - an e-enabled

hybrid credit card - was issued to commemorate the Centenary Year of the

Bank and as a salute to the farmers of the country.

The Bank has signed MOU with National Collateral Management Services

Ltd. (NCMSL) for financing against warehouse receipts and entered into

strategic alliance for co-financing projects with NABARD. Besides, an

MOU was also signed with NABCONS, the wholly owned subsidiary of

NABARD for preparation of detailed project reports as well as appraisal

of agricultural projects. The Bank also has entered into tie-up arrangements

with eleven tractor-manufacturing companies for enlarging Agricultural

credit. The Bank has set up a Star Swarojgar Prashikshan Sansthan on the

lines of RUDSETI (Rural Development & Self Employment Training

Institute) lit Bhopal to impart vocational training 40 entrepreneurs and

farmers so that they are equipped with the necessary skills for managing

an enterprise on their own. So far 150 entrepreneurs have been trained at

the institute. To enhance the bank's outreach to un-banked masses and

with a view to provide access to under-banked rural populace, the bank

introduced Mobile ATM to serve villagers in Tamil Nadu. Our commitment

to improve and develop a vibrant 'Rural India' will continue in the coming

years also.

Enhancing Assets quality and reducing NPAs were given utmost priority

in adding value and strength to the Balance Sheet of the Bank. Your

Bank's performance in this area was another milestone. Suitable measures

were initiated to augment recoveries and arrest slippages in order to reduce

NPAs. 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 in achieving the desired results.

Gross NPA reduced to 3.72% from 5.53% and Net NPA declined to

1.49% from 2.80%. You will be happy to know that due to concerted

efforts, the Bank could make cash recoveries of Rs.721 crore. Recoveries

from written off accounts and recovery of uncollected/unrealized interest

amounted to Rs.235 crore.

We have come a long way in technology upgradation and strengthening

our IT infrastructure to be the best in the class. We have migrated 555

branches to Core Banking platform (CBS) to make available anywhere

banking. The tally is increasing steadily and by this year-end the number

would be over 900. Over 1200 branches have been networked and

remaining branches would be networked by December 2006 for MIS

purposes. Your Bank has set up 314 on-line ATMs besides making over

16000 ATMs available to customers through shared ATM network. 'Star

e-pay', a new utility Electronic Payment Service and 'Star e-remit' a web

133 y^
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based remittance facility for NRIs in U.S. A. for effecting speedy remittances

were introduced. As many as 515 branches have been enabled for online

Tax Accounting System (OLTAS) and 555 branches have been enabled

with RTGS/SFMS facilities.

It is our constant endeavour to expand the product range and enhance the

quality of customer service. The Bank engaged professional services of

Boston Consulting Group to identify the existing redundant areas, and

suggest new profitable areas of growth and to reorganise/reengineer its

business processes. Plain vanilla products have been redesigned into tierised

value added products to attract high-end discerning customers by ensuring

delivery of highest quality service standards to them. A host of new

products viz. Diamond Savings Account and Gold & Diamond Current

Account which were introduced at Ahmedabad, Hyderabad, Pune and

Surat cities on pilot basis have now been extended to all major cities

where CBS connectivity is available.

Strategic Business Units have been set up for better focus and reducing

turn around time as a sequel to organisational restructuring. Recognising

the pivotal role of SME sector in the economy, various initiatives have

been taken to give focused attention to this sector viz. MOU have been

entered into with Small Industries Development Bank Of India (SIDBI),

Andhra Pradesh State Finance Corporation (APSFC) for co-financing.

SME Cells have been established at all Zonal Offices arid large corporate

branches are being established to service the specific needs of large

Corporates, with the support of Relationship Managers and Product

Managers. We have already centralized inward clearing, outward clearing,

Account opening, pension processing and cheque book issuance at few

centres. All these steps will rejunevate the processes by making full use of

technology for improving customer service.

The International operations of the Bank, with 20 branches and 3

Representative Offices spread across 12 countries contributed about 18%

of Bank's total business as at March-end 2006. During the year, to

augment long-term resources, the Bank raised USD 250 million under

Medium Term Note (MTN) programme of USD 1 billion for its overseas

operations. Your Bank is expanding overseas operations by upgrading

existing network as well as opening new branches. In order to enlarge the

presence worldwide, your Bank is planning opening offices at Doha,

Beijing, Antwerp and Johannesburg. Expansion of operations in Indonesia

and setting up of a subsidiary in Tanzania are on the anvil. A Global

processing hub has been set up at Singapore for Centralisation of

transactions of overseas operations.

Your bank is always on the look out for newer revenue streams for boosting

the bottomline. The Bank's Treasury is offering several Derivative

products, which are well received in the market. In the present scenario of

thinning spreads in lending operations, greater focus is being given for

enhancing non-interest income through aggressive marketing efforts in '

providing a variety of products and services including third party products.

The Human Resources factor decides the success of any venture. Your

Bank realizes that the difference between highly successful organizations

and those lagging behind lies in how well their human resources are
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developed, managed and utilized. We have been working towards providing

a satisfying work environment, matching the staff profile with job profile

and developing skills through training. Appreciating that motivation is an

integral part of human resources development, Bank has introduced an

Employee Motivation Scheme to recognize individual and learn efforts in

achieving Bank's business goals.

Your Bank has always believed that prosperity of our country lies in the

prosperity of villages. It was therefore decided to reflect and rcdedicate

our commitment to the development of rural India by launching a mega

project titled "Integrated Development of 101 villages". The mega

project launched by our Bank envisages development of self-reliant villages

through people's participation and provision of adequate bank credit to

create employment opportunities, empower womenfolk and to eradicate

poverty by increasing household income by 40% within a year.

Our pursuit for increasing value for all stakeholders would be (he hallmark

of our journey forward. We have laid a foundation for a strong edifice for

the future by investing in technology and human resources. 1 believe that

our focus on growth with value creation for our stakeholders backed by

sound policies, initiatives and good corporate governance, wi l l help us in

meeting challenges as we move forward to realize the goals we have set

for oursejves. Ever increasing competition and rapid^changes taking place

in the environment throw up continuous challenges in our quest for

excellence. But, I am sure that the Bank with its resilience and inherent

strength would be able to meet the challenges and scale greater heights in

the years ahead.

With warm regards,

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 05 1 .

Rni* 10 ̂ ?n^, 2006 2.30 TM
~ 400

020.

NOTICE

NOTICE is hereby given that the Tenth Annual General Meeting of the
Shareholders of Bank of India will be held on Monday, 10th July, 2006 at
2.30 PM at Rama Watumull Auditorium, Kishinchand Chellaram College,
Dinshaw Wacha Road, Churchgate, Mumbai - 400 020, to transact the
following business:

"To discuss the Balance Sheet as at 31s1 March, 2006 and the Profit and
Loss Account tor 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."

(ITU".

: 28.05.2006

Place: Mumbai

Date : 28.05.2006

M. Balachandran

Chairman & Managing Director
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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 on his/her behalf. 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 S'^July, 2006.

2. APPOINTMENT OF AUTHORISED REPRESENTATIVE
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 Annual General Meeting i.e. on or before the
close of banking hours on Wednesday, the 5lh July, 2006.

3. BOOK CLOSURE
The Register of the shareholders and the Share Transfer Register of
the Bank will remain closed from Thursday, July 6, 2006 to Monday,
July 10, 2006 (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 dematerialised form should
communicate the change of address, if any, to their Depository
Participant. Shareholders 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: B.ank of India
Satam Estate, 3rd Floor, Above Bank of Baroda, Cardinal Gracious
Road, Chakala, Andheri (East), Mumbai - 400 099.
Phone - 28215168/69 Fax:022-28375646
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

The Board of Directors have pleasure in presenting the Bank's Annual
Report along with the audited statement of accounts and the cash flow
statement for the year ended 31sl March 2006.

PERFORMANCE HIGHLIGHTS

• Operating Profit Rs. 1701.22 crore.

• Net Profit Rs.701.44 crore.

• Capital Adequacy at 10.75 %.

• Networth at Rs.4577.26 crore, grew by 13.24 %.

• Book value per share Rs.93.77 (Rs.82.93) .

• Gross NPA declined by Rs.677 crore (-21.44%). Gross NPA ratio
declined to 3.72% from 5.53% at March-end 2005.

. Net NPA declined by Rs.585 crore (-37.62%). Net NPA ratio
declined to 1.49% from 2.80% at 31.03.2005.

• Cash Recovery of Rs.721 crore towards NPA reduction.

• Total business of the Bank increased to Rs. 160594 crore, a growth
of 18.14%. Domestic business grew by 20.31% to reach the level of
Rs. 131873 crore.

t •• ̂  $

• Total deposits of the Bank increased to Rs. 93932 crore, a growth of
19.17%. Domestic deposits increased by 18.35% to reach the level
of Rs.77850 crore. Share of low cost deposits in domestic deposits
increased to over 40.64 % in FY 2006 from 40.06% in FY 2005.

• Total gross credit of the Bank touched Rs.66662 crore (growth
16.71 %) with domestic credit recording growth of 23.27% to reach
the level of Rs.54023 crore.

• Retail lending grew by 36.71 % and contributed 38.12% of total non-
food credit growth in FY 2006. Share of retail credit in Non-Food
Credit has gone upto 28 % at 31.03.2006 from 25.51 % a year ago.

• Priority sector lending at 49.08% of Net Bank Credit and Agriculture
finance at 19.58% surpassing national targets.

• Export Credit registered a growth of Rs.514 crore i.e. 13.25%.

• Shatabdi Krishi Vikas Card introduced.

. Star Vidya Card (Visa Card) and Global Debit cum ATM card (Master
Card) introduced.

• All the branches computerised.

• Star Insta Remit (RTGS enabled remittance produr; / » aroduced for
inter bank remittances.

• Star e-remit product introduced for facilitating faster remittance for
NRIs from our branches abroad.

• About 16000 ATMs made available to customers through shared •
ATMs/VISA network.

• Core Banking Solution implemented in 555 branches.

. RTGS/SFMS enabled in 555 branches.
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• 515 branches enabled for On-line Tax Accounting System (OLTAS).

• Equity participation in ASREC, the Asset Reconstruction Company
floated by UTI and Multi Commodity Exchange (MCX).

• Value added Savings and Current deposit products for high-end
customers launched in major urban and metro centres 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.

FINANCIAL REVIEW

Financial markets remained generally stable during 2005-06 although

interest rates firmed up in all segments. The performance of the Indian

economy turned out to be better than expected. The pick up in real economic

activity reflected in a robust expansion of Bank credit for the second year

in succession. Non-food credit remained the key driver of banking industry

growing by 37.3 percent on top of 27.5 percent, net of conversion, a year

ago. Substantial increase was observed in credit flow to industries like

food processing, iron & steel, cotton textiles, vehicles, chemicals, gems

and jewellery and construction. Added thrust to agriculture in the

Government policies resulted in an increase of 22.8 percent in agricultural

credit as'c6'mpared with 18.9 percent in the corresponding'period of the

previous year. Credit growth outpaced deposit growth by a substantial

margin as the aggregate deposits of scheduled commercial banks increased

by 22.4 percent as compared with 18.9 percent in the corresponding period

of the previous year. The efforts of the banks to raise deposits to fund the

credit demand led to a visible shortening of the maturity profile of deposits

in the banking system.

The Bank took advantage of the opportunities offered by the robust growth

in the Indian economy and expanded credit in all segments including

priority sector and retail. Conforming to the Government guidelines the

Bank effectively ensured improved flow of credit to agriculture sector.

Continued thrust on mobilising low cost savings and current deposits

improved the Bank's share in low cost deposits to over 40% and the cost

of deposits declined to 4.05% from 4.17%. Sluggish growth in deposits

firmed up interest rates.

The equity market witnessed robust activity and the BSE sensex increased

from an average of 6,379 in April 2005 to 10,857 in March 2006. Bank

participated in the market rally and traded in scrips. Bank also earned more

income than any year in the past from the numerous IPOs and follow on

offers.
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