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Dear Shareholders,

I acknowledge your unstinting support and patronage and continuted
interest in the affairs of the Bank and have pleasure in presenting the
Annual Report of the Bank together with audited financial statements
for the year ended 31 March 2005.

Your Bank has posted net profit of Rs. 177.12 crore for the year 2004-
05. The Profits are lower as compared with that of the previous year's
Rs. 304.55 crore mainly due to full provision made for arrears of salary
to officers and award staff and depreciation on investments. The net
profit of the Bank would have been higher but for these extra-ordinary
one time burden.

I am happy to inform you that despite decline in the net profit, your
Board of Directors have declared a dividend of 14% for the year-ended
31.3.2005.

I now wish to share with you the salient features of Bank's performance
during the year ended 31* March 2005.
1. 14 new branches and 2 extension counters opened and 1 extension

counter upgarded into a full fledged branch,
2. Total business increased to more than Rs. 41,900 crore and business

per employee was Rs. 2.95 crore,
3. Share of low cost deposits in aggregate deposits increased to

33.19%,
4. Achieved capital adequacy ratio of 12.68%,
5. The ratio of gross non performing advances to gross advances

declined to 7%,
6. The level of net non performing advances to net advances further

declined to 2.15%,
7. 97.68% of business of the Bank is computer based,
8. Joined Real Time Gross Settlement (RTGS) Scheme,
9. Advances to priority sectors were above the minimum stipulated

level of 40% of net credit,
10. Actively participated in all lending programmes under social

banking,
11. Effectively handled the work of Convenor, State Level Bankers'

Committee for Maharashtra State and lead bank responsibility in 6
districts,

12. Acquired 9% equity stake in Global Trade Finance Pvt Ltd, a non-
banking finance company promoted by EXIM Bank with a global
presence.

Equity shares of the Bank are actively traded in the Stock Exchange,
Mumbai (BSE) and National Stock Exchange of India Ltd (NSE). The
Bank has issued subordinated bonds of Rs. 167.50 crore to expand its
capital base under Tier II capital. As on 31.3.2005, the Bank has a
comfortable position of capital funds, which is above the required level
even under the proposed norms of BASEL II.

The Bank has already created an Investment Fluctuation Reserve (IFR)
of 5.08%, which is well in advance, and above the level of 5% required
as on 31.3.2006.

The Bank has drawn action plans under major activities and has initiated
measures to achieve the set targets and to enhance the value of its
stakeholders.

With warm regards,

Yours sincerely,

(S.C.Basu)
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BANK OF MAHARASHTRA
'Lokmangal', 1501, Shivaji Nagar, Pune: 411 005

NOTICE

NOTICE is hereby given that the Second Annual General Meeting of the Shareholders of Bank of Maharashtra will be held on. Wednesdayjhe_
29 June 2005 at 10.00 a.m. at Yashawantrao Chavan Natya Griha, Kothrud Pune 411 029 to transact the following business:

To discuss the Balance Sheet as at 31 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.

Place: Pune

Date: 18* May 2005 (S.C.BASU)
Chairman & Managing Director.

NOTES:

1. APPOINTMENT OF PROXY
A SHAREHOLDER ENTITLED TO ATTEND AND VOTE AT
THE MEETING IS ENTITLED TO APPOINT A PROXY TO
ATTEND AND VOTE INSTEAD OF HIMSELF / HERSELF
AND SUCH PROXY NEED NOT BE A SHAREHOLDER OF
THE BANK. The Proxy form, in order to be effective, must be
received at the place specified in the Proxy form not less than Four
days before the date of the Annual General Meeting i.e on or before
the closure hours of the Bank on Friday the 24 June 2005.

2. APPOINTMENT OF AUTHORISED REPRESENTATIVE
No person shall be entitled to attend to vote at the Annual General
Meeting as a duly authorised representative of any 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 i't was
passed shall have been deposited at the Head Office of the Bank
not less than Four days before the date of the Annual General
Meeting i.e. on or before the closure hours of the Bank on Friday
the24 l June 2005.

3. ATTENDANCE SLIP CUM ENTRY PASS
For the convenience of the shareholders, Attendance slip-cum-
Entry pass is annexed to this Report. Shareholders / Proxy holders
/ Authorised Representatives are requested to affix their signatures
at the space provided therein and surrender the Attendance slip-
cum- entry pass at the venue. Proxy / Authorised Representative
of a shareholder should state on Attendance slip - cum - Entry
pass " Proxy" or " Representative" as the case may be.

4. BOOK CLOSURE
The Register of Shareholders and the Share Transfer Register of
the Bank will remain closed from Friday, 24 June 2005 to
Wednesday, the 29 June 2005 (both days inclusive), for the
purpose of Annual General Meeting and for ascertaining the
entitlement for payment of dividend.

5. PAYMENT OF DIVIDEND
Payment of dividend to shareholders as declared by the Board of
Directors shall be paid to those shareholders holding shares in
physical form, whose names appear on the Register of
Shareholders of the Bank as on 29th June 2005 and in respect of
shareholders holding shares in dematerialised form, the dividend
will be paid on the basis of beneficial ownership as per the list
provided to the Bank by the Depositories as on 23rd June 2005
and the dividend warrants shall be mailed / credited within 30
days from the date of Annual General Meeting

6. TRANSFERS
Share certificates along with transfer deeds should be forwarded
to the Registrar and Transfer Agent at the address given below,
for transfer of shares of the Bank.

7. BANK MANDATE FOR DIVIDEND or ELECTRONIC
CLEARING SERVICE (ECS)

With respect to payment of dividend, the Bank provides the facility
of ECS to all shareholders of the Bank, having their bank accounts
in any of the following cities:

Ahmedabad, Bangalore, Bhubaneshwar, Chandigarh, Chennai,
Delhi, Guwahati, Hyderabad, Jaipur, Kanpur, Kolkata, Mumbai,
Pune, Nagpur and Thiruvananthapuram.

Shareholders holding their shares in physical form, who wish to
avail ECS facility may authorise the Bank with their ECS mandate
in the prescribed form annexed to this Report. The request for
payment of dividend through ECS for the year 2004-05 should
be lodged with Registrar & Transfer Agent of the Bank viz. M/s.
MCS Ltd at the address given in para 8 below on or before
17.6.2005.

Shareholders holding shares in electronic form may please note
that their bank account details as furnished by the respective
Depositories will be considered for sending dividend through ECS
/ dividend warrants. Shareholders who wish to change such bank
account details are requested to advise their depository
participants about such change with complete details of Bank
Account on or before 20 June 2005.

8. CHANGE OF ADDRESS

Shareholders holding shares in physical form are requested to
intimate changes, if any, in their registered address, to the Registrar
and share Transfer Agent of the Bank at the following address:

M/s. MCS Limited,
(Unit: Bank of Maharashtra), 'Sri Venkatesh Bhavan', Plot No.
27, Road No. 11, MIDC Area, Andheri East, Mumbai 400 093

Shareholders holding shares in dematerialised form are requested
to intimate changes, if any, in their registered address directly to
their depository participant(s), as dividend warrants (Other than
ECS cases) will be despatched on the addresses as recorded in
the respective Demat accounts.

9. Shareholders / Proxy holders / representatives are requested to
bring their copies of Annual Report to the Annual General

• Meeting.

10. Shareholders who wish to seek any information on the Accounts
are kindly requested to write to The Shares Department of the
Bank at their Head Office, which should reach the Bank atleast
one week before the date of the Annual General Meeting so as to
enable the Management to keep the i n fo rma t ion ready.
Shareholders may note that information/clarification shall be
provided only at the Annual General Meeting.

11. Shareholders may kindly note that no gifts / coupons will be
distributed at the Annual General Meeting.
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BANK OF MAHARASHTRA
'Lokmangal', 1501, Shivaji Nagar, Pane: 411 005

DIRECTORS' REPORT 2004-05

The Board of Directors have pleasure in presenting the Annual Report
of the Bank together with the Audited Balance Sheet and Profit and
Loss Account for the year ended 31st March 2005.

MANAGEMENT DISCUSSION AND ANALYSIS

ECONOMIC ENVIRONMENT

The GDP growth in the year 2004-05 was 6.9 per cent as compared
with 8.5 per cent and 4.0 per cent in the previous two years. The growth
was attributed to recovery in the Industrial sector with special emphasis
on the manufacturing sector. The industrial growth firmed up and grew
at 8.3 percent as against 6.5 percent and 6.2 percent in the previous
two years. The manufacturing sector contributed the most with a growth
of 8.9 percent coupled by an impressive growth in the electricity, gas
and water supply sectors. Services sector continued to impress with a
growth above 8 percent, however it was marginally lower at 8.6 percent
compared to 8.9 percent in the previous year, mainly on account of
deceleration in construction industry. The agriculture sector was the
worst sufferer in 2004-05. Agriculture grew at just 1.1 percent in
comparison to 9.6 percent and 2.4 percent of previous two years. This
strengthened the alternate year growth philosophy that food grain
production was affected by alternate good monsoon showers. In 2004-
05 the country experienced deficient south-west monsoon, below
normal north-east monsoon, thereby resulting in poor growth in
Agriculture. The performance raised an optimism that the growth of
Indian economy was not solely dependent on agriculture.

Inflation

The annual rate of inflation on a point-to-point basis as measured by
variations in the wholesale price index (base 1993-94 = 100) worked
out to 5.0 per cent in 2005 as against 4.6 per cent a year ago.

The Supply side pressures dominated the inflation scenario exacerbated
by the setback to the Kharif output from the uneven and inadequate
South-West monsoon. The inflation spiked up in the first half of the
year but the factor moderated out to some extent in the latter half due
to the regular and timely monetary intervention along with strong fiscal
measures.

The annual rate of inflation during 2004-05, as measured by increase
in WPI on an average basis, was higher at 6.4 per cent as compared
with 5.4 per cent in the previous year. Inflation as reflected in consumer
price index (CPI) for industrial workers was higher at 3.8 per cent in
2004-05 as compared with 3.5 per cent in the previous year.

Fiscal Deficit
As per the revised estimates mentioned in the Budget, the fiscal deficit
of the Central Government for 2004-05 was estimated at Rs. 1,39,231
crore (4.5 per cent of GDP) compared to the budget estimate of
Rs. 1, 37,407 crore (4.4 per cent of GDP). There was decline in tax as
well as non-tax revenue.

A notable feature of this year's Central Government finances was the
surplus cash position of the Government. The combined net market
borrowing of the Centre and states was Rs. 45,953 crore as per the
revised estimates.

MONETARY AND BANKING DEVELOPMENTS
Money Supply

During 2004-05, the annual growth in money supply (M3) on a point-
to-point basis was at 12.8 per cent compared to 16.9 per cent a year ago.
Among the components, the growth in aggregate deposits of the scheduled
commercial banks (SCBs) at 12.7 per cent was lower than that of 17.0
per cent in the previous year. Similarly, contraction in currency with the
public also contributed for deceleration in money supply.
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- 5.75 yfdSJId ^T MRclfd'd Ftc^ 4.75 - 6.50 ilfdSId

. 13, 51 8 35 c c eft

t. fcMlcb 18.03.2005 eft

iifd^ld eft ̂ fe^t^cHT if cT^ 2004-2005^5 ^kH30.6ilfd^!d cft^fe^f.

c>5 stfcW WT if W^ MI? if ^oft ^T (dWK f^TT. STTcTRT, sflilWl* fejftn

3tk

Liquidity position was comfortable. The Reserve Bank of India
undertook operations under the Market Stabilisation Scheme (MSS)
and the Liquidity Adjustment Facility (LAP). As a result the money
supply remained well within the projected trajectory of 14.0 percent.
Flow of Funds

The total flow of funds from SCBs to the commercial sector moved
in a upward direction signaling a broad based strengthening of the
Industrial recovery. The food credit also increased during the year
due to higher procurement operations. The flow of incremental credit
from SCBs to the commercial sector as on 31.3.2005 was at Rs.
2,21,870 crore (21.7%) as against Rs. 1,21,494 crore (13.5%) as on
31.3.2004.

The flow of credit to the Government increased by barely 0.9% during
2004-05 due to the lower off take than the budgeted figure of the Centre.

Cash Reserve Ratio ( CRR ) was increased in two stages of 25 basis
points each w.e.f. 18.9.2004 and 2.10.2004. The interest rate on CRR
balances eligible for interest was delinked from the Bank Rate and was
stipulated at 3.5 per cent per annum w.e.f 18/09/2005.

The Reserve Bank of India increased Reverse REPO rate by 25 basis
points to 4.75 percent w.e.f. 26.10.2004. This was in response to the
global scenario of rising interest rates.

BANKING TRENDS

In the last couple of years, the overall interest rate structure for term
deposits in India witnessed an unpredictable movement. The term
deposit rates of public sector banks for maturities upto 1 year reached
3.50-6.00 percent in March 2005 compared to 3.75-5.25 per cent in
March 2004. Interest rates on term deposits over one year have changed
from a range of 5.00-5.75 per cent to 4.75-6.50 per cent during the
same period.

In line with the rising interest rates, banks increased Benchmark Prime
Lending Rates ( BPLRs) by 25 - 50 basis points.

Bank Deposits

Aggregate deposits of SCBs increased by Rs. 2,06,679 crore
during 2004-05 and stood at Rs. 17,08,610 crore, as on the last Friday
of March 2005. The growth rate was 13.76 percent during
2004-05 as compared with 17.3 percent recorded in the last fiscal.

Bank Credit
As on 18.3.2005, bank credit stood at Rs. 10,92,008 crore, reflecting a
rise of Rs.2,56,626 crore during the year. The credit-deposit ratio stood
at 63.91 percent.
As of March 2005, growth in credit by SCBs increased by 30.72 per
cent as against 15.17 per cent in the previous year. The year 2004-05
witnessed a substantial expansion in credit flow to the infrastructure
industries like roads, ports, power and telecommunications. As against
higher credit growth in industries like cotton, textile, gems and jewellery,
telecommunication, construction, iron and steel, other metals and metal
products, there was a decline in bank credit to the industries like coal,
jute textiles, paper and paper products, engineering, sugar, tobacco,
petrochemicals, fertilizer and computer software.
Food Credit
There is an increase in food credit during the year to the order of
Rs.5,160, crore as against the fall of Rs. 13,518 crore during the
previous year. The outstanding food-credit was Rs. 41,121 crore as
on 18.3.2005.

Non-food Credit

As on 18.3.2005, non-food credit stood at Rs. 10,50,970 crore as against
Rs.8,04,824 crore as on 19.3.2004. The growth rate was 30.6 per cent
during 2004-05 as against 18.4 percent during the previous year. Credit
expansion was vigorous during the later part of the year and it was led
by housing, industrial manufacturing, cotton, textile, gems and
jewellery, telecommunication, construction, iron and steel, other metals,
metal products and retail sectors.
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Investments

Indirect credit by SCBs to the commercial sector in the form of
investments in shares, debentures, bonds, commercial paper etc.
increased by Rs. 1,656 crore during 2004-05 against a decline of
Rs. 3,687 crore in the previous year.

Investments by SCBs in government securities were at Rs. 7,17,791
crore as on 18th March 2005 as against Rs. 6,53,244 crore as on 19
March 2005. On year on year basis, investments in government
securities grew by 9.00 per cent as against 19.87 per cent a year ago.

The banking system held government securities of over 40 per cent of
its net demand and time liabilities as against the minimum statutory
requirement of 25 per cent. This was despite the fact that the incremental
investment in government securities during 2004-05 was lower than
the previous year.

The investment-deposit ratio stood at 43.20 per cent.

EXTERNAL DEVELOPMENTS

The start of the financial year 2004-05 experienced the soaring crude
oil prices exerting worldwide inflationary pressure. However, the
World Economy continued to expand at a comfortable pace. The
Growth was aided by the rapid expansion in emerging economies such
as China and India. Though recovery in the Euro area was slow, the
global economic recovery was broadened and strengthened. The world
output increased by 5.1 percent in 2004, the highest growth achieved
after 1976.

The volume of world trade recorded a growth of 10.2 percent during
2004.

Even as global output and trade showed positive growth, higher oil
prices, volatility among major international currencies and trade cycle
fluctuations resulted in higher inflation. Interest rate uncertainties and
forex market fluctuations remained the major concern for emerging
economies. The golden lining, however, was that the exports from the
Asian region led by Korea, India and China grew faster than the world
trade.

During the year 2004-05, Indian rupee remained more or less stable
against U.S. dollar, appreciated against Yen while it depreciated against
Euro and Pound Sterling.

Exports

India's exports in terms of US dollar have increased by 27.1 per cent
as compared to last year's 17.1 per cent. It was driven by a sharp
increase in exports of primary products, agricultural commodities,
engineering goods, chemicals, gems and jewellery. Exports of
petroleum products surged by 92.4 percent. The gro.wth was strong
despite the fact that exports of traditional commodities like handicrafts
posted a decline. The exports were well diversified in terms of
importing countries.

Imports

During the year 2004-05, the imports registered a rise of 36.4 per cent
as compared to 25.3 per cent in the previous year. This was mainly due
to a surge in oil imports by 44.6 percent. In volume terms, however,

'the oil import growth slowed down to 5.3 percent in 2004-05. The
value of non oil imports increased by 33.3 percent during 2004-05 in
comparison to a growth of 28.8 percent during last year. Import of
industrial products grew by 36.8 percent indicating accelerated growth
in the industrial activity.

Trade Deficit

India's trade deficit widened to US $ 23.8'billion in 2004-05 as
compared to US $ 13.7 billion in the previous year due to higher imports
and lower exports.
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Forex Reserves

India's foreign exchange reserves increased by US $ 28.6 billion, from
a level of US $ 112.9 billion as of March 2004, to US $ 141.5 billion
by end March 2005.
India's foreign exchange reserves, which are equivalent to 15 months
of imports, are higher than those of other emerging economies of
Asia. Along with it India's short-term debt is also at a comfortable
position. The level of reserves in India is higher than the overall
external debt.

FINANCIAL PERFORMANCE OF THE BANK
Bank's performance under various parameters during the year under
report was as under:

Capital

The capital of the Bank stood at Rs 430.52 crore as on 31-03-2005
without any variation during the year. The net worth of Bank as on
31-03-2005 increased to Rs 1,506.76 crore as against Rs. 1,396.17 crore
as on 31.3.2004.

The Bank registered a capital to risk weighted asset ratio (CRAR)
of 12.68 per cent as on 31.3.2005 against the minimum requirement of
9 per cent.

Subordinated Bonds for Tier II Capital

During the year, the Bank mobilised Rs. 167.50 crore through private
placement for 63 months Unsecured Redeemable Non-Convertible
Subordinate Bonds of the face value of Rs 10,00,0007- each for cash at
par at a fixed rate of 7.10% per annum payable annually.

Profit

The operating profit for the year was at Rs.546.46 crore as against
Rs.676.49 crore for the previous year. The net profit declined from
Rs 304.55 crore for the year 2003-04 to Rs. 177.12 crore for the
year 2004-05. The decline was mainly attributed to the one time
depreciation on Bank's investment by Rs 213.93 crore on account of
shifting of securities from 'Available for Sale' category to 'Held to
Maturity' category and provision of Rs. 105 crore on account of
wage revision.

Dividend

The Board of Directors have declared a dividend of 14% for the year
ended 31st March 2005.

BUSINESS GROWTH

Resources / Deposit Mobilization

Total deposits of the Bank as of 31.3.2005 stood at Rs. 28,844.17 crore
as against Rs.26,445.93 crore as of 31.3.2004 registering an increase
of 9.08 per cent.

The aggregate deposits of the Bank as on 31.3.2005 were at
Rs.28,628.54 crore showing a rise of 9.39 per cent over Rs. 26,171.86
crore as on 31.3.2004.

Share of demand deposits in aggregate deposits as at 31.3.2005 was
marginally on higher side at 33.19 per cent as compared to 31.85 per
cent as at 31.3.2004 The share of term deposits was 66.81 per cent as
at 31.3.2005.

Average working funds during the year 2004-05 were at Rs. 31,984.28
crore as against Rs. 27,306.96 crore during the previous year.

The Bank offered higher rate of interest on term deposits to resident
senior citizens. The differential rate of interest payable to senior citizens
was one percent over and above the normal applicable rate of interest.

As a part of its efforts to increase the customer base, the Bank observed
customer mobilization month during 8.1.2005 to 7.2.2005. The Bank
added over 50,000 new customers during the year 2004-05.
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