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CHAIRMAN AND MANAGING

DIRECTOR'S STATEMENT
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Dear Shareholders,

I am very happy to present the Annual Report of the Bank together
with audited financial statements for the year ended 31.3.2007.

You will recollect that in the last general meeting, I had informed
about the growth plans of the Bank and also about strategies. You
will observe that, with your whole hearted support, patronage of
customers and active participation of all the staff members, the
Bank has achieved all round progress during the year 2006-07 as
under:

1. Total business increased to Rs. 57,382 crore as on 31.3.2007
from Rs. 43,986 crore as on 31.3.2006 recording a growth of

30.46 per cent.

2. The total deposits registered a growth of 26.06 per cent

from Rs 26,906 crore as on 31.3.2006 to Rs 33,919 crore as

on 31.3.2007. The share of low cost deposits (current and

saving accounts) was 43.16 per cent.

3. The Gross advances showed a rise of Rs. 6,382 crore during

the year. As on 31.3.2007, gross advances were Rs. 23,462

crore as against Rs.17,080 crore as on 31.3.2006, recording

a rise of 37.37 per cent.

4. Total income was Rs. 2,987 crore for the year 2006-07

showing a growth of 18.22 per cent over the previous year

reflected a robust growth in the core activities.

5. Total expenditure was contained at Rs.2,715 crore for the

year 2006-07 as against Rs.2,476 crore for the previous
year.

6. Net profits were Rs. 271.84 crore for the year 2006-07

showing a rise of 435.22 per cent over the previous year.

7. Asset quality was improved substantially. As on 31.3.2007,

gross NPAs declined to 3.50 per cent as against 5.53 per

cent as on 31.3.2006. Net NPAs also declined to 1.21 per
cent as on 31.3.2007 from 2.03 per cent as on 31.3.2006.

8. Capital adequacy ratio improved to 12.06 per cent as on

31.3.2007 as compared to 11.27 per cent as on 31.3.2006.

9. Per employee business recorded a level of Rs.4.05 crore for

the year 2006-07 as against Rs 3.06 crore during 2005-06.

10. Forty five new branches were opened including upgradation

of 16 extension counters, taking the branch network to 1345

as on 31.3.2007 as against 1300 as on 31.3.2006.

11. Operationalised 157 ATMs during the year, taking the ATM

network to 322 as on 31.3.2007.

12. Core Banking Solution (CBS) was implemented and 66

branches are rolled out as on 31.3.2007.

13. Actively participated in all lending programmes under social

banking. Flow of credit to agricultural sector increased by 34
percent over the previous year.
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14. Effectively handled the work of Convener, State Level
Bankers' Committee for Maharashtra and lead bank
responsibility in all the six districts of Maharashtra.

The improved working results have impacted all the profitability
parameters favourably Your Directors have recommended dividend
of 20 % for the year 2006-07 and I request you to approve the
same.

The Bank has set long term goals to be a vibrant, forward looking,
techno-savvy, customer centric Bank serving diverse sections of
the society, enhancing shareholders' and employees' value while
moving towards global presence and to achieve a business level of
Rs. 1,10,000 crore in the next three years.

I solicit your support and patronage as hitherto,

With warm regards,

Yours sincerely,

(M. D. Mallya)
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BANKOFMAHARASHTRA
'Lokmangal', 1501, Shivajinagar, Pune: 411 005

NOTICE

NOTICE is hereby given that the Fourth Annual General Meeting of the Shareholders of Bank of Maharashtra will be held on Thursday,
the 7th June 2007 at 10.00 a.m. at Appasaheb Joag Auditorium, Bank of Maharashtra, Lokmangal, 1501, Shivajinagar, Pune 411 005 to
transact the following business:

1. To discuss, approve and adopt the Balance Sheet as at 31s' March 2007 and the Profit and Loss Account for the year ended
31" March 2007, 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.

2. To declare dividend for the year ended 31" March 2007.

Place: Pune
Date: 30th April, 2007

NOTES

tM. D. Mallya)
Chairman & Managing Director.

5.

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. before the closure hours of
Saturday, the 2nd June 2007.

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 it was passed shall have been deposited
at the Central 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 Saturday, the 2nd June 2007.

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 / Representative of a shareholder should state on
Attendance slip - cum - Entry pass " Proxy" or "
Representative" as the case may be.

BOOK CLOSURE

The Register of Shareholders and Share Transfer Register of
the Bank will remain closed from Friday the 1" June 2007 to
Thursday, the 7th June 2007 ( both days inclusive) for the
purpose of Annual General Meeting and for ascertaining the
entitlement for payment of dividend.

PAYMENT OF DIVIDEND

Payment of dividend to shareholders as approved by the
shareholders shall be paid to those shareholders whose names
appear on the Register of Shareholders of the Bank as on 7th

June 2007 and in respect of shareholders holding their shares
in dematerialised form as per the list provided to the Bank by
the Depositories as on 1" June 2007 and the dividend warrants
shall be mailed 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 the transfer of shares of the Bank.

7. ELECTRONIC CLEARING SERVICE FACILITY (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
2006-07 should be lodged with Registrar & Transfer Agent of
the Bank M/s. MCS Ltd at the address given in para 8 below
on or before 25lh May 2007.

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 only about such change with complete
details of Bank Account on or before 25lh May 2007.

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 Ltd (Unit: Bank of Maharashtra)
'Harmony' Plot No. 6, Sector No. 1,
Khanda Colony, New Panvel (West) Mumbai 410 206
Tel No. (022) 27492003 - 10 Fax No. (022) 27492005

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 Investor Services
Department of the Bank at its 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
information ready. Shareholders may note that information
/ clarification shall be provided only at the Annual General
Meeting.
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BANKOFMAHARASHTRA

'Lokmangal', 1501, Shivajinagar, Pune: 411 005

DIRECTORS' REPORT 2006-07

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 31" March 2007.

MANAGEMENT DISCUSSION AND ANALYSIS

1. MACRO ECONOMIC ENVIRONMENT

1.1 Gross Domestic Product (GDP)

The GDP registered a growth of 9.2 per cent in 2006-07 as per the

advance estimates of CSO, as against 9.0 per cent for the previous

year. The overall macroeconomic fundamentals are robust, particularly

with tangible progress towards fiscal consolidation and a strong balance

of payments position. With an upsurge in investment, the outlook is

distinctly upbeat. The performance of Indian Economy is sustained

and expected to continue the same in the coming year.

The industry grew at 10.2 per cent as against 8.0 per cent in the

previous year. The manufacturing sector remained the key driver of

Industrial growth and contributed the most with a growth of 11.3 per

cent coupled by an impressive growth in the electricity, gas and water

supply sectors. The services sector also achieved higher growth of

11.0 per cent compared to 10.3 per cent in the previous year.

The agriculture sector saw a decrease in growth in the year at the rate

of 2.7 per cent in comparison to the earlier figure of 6.0 per cent. But

the production of food grains during 2006-07 is likely to be 211.8

million tones showing an increase of 1.5 per cent over the previous

year.

The share of agriculture sector, industry sector and services sector in

the real GDP have been 18.5 per cent, 19.6 per cent and 61.9 per

cent consecutively.

Gross Domestic Saving (GDS), as per cent of GDP at current market

prices, increased to 32.4 per cent in 2005-06 from 31.1 per cent in

2004-05. The GDS of house hold sector has been 22.3 per cent during

2005-06. The rate of investment increased by 2.3 per cent to reach

33.8 per cent of GDP in 2005-06.

1.2 Inflation

The 52 weeks average of WPI inflation rate increased to 5.4% which

is higher than the year before figure of 4.4%. The year on year WPI

was 5.7 per cent as on 31" March 2007. The inflation figures were

dominated by the rise in prices of the primary products, with the

prices of the manufactured products also along with the customary

price movements of petroleum products.

Among the major groups, prices of primary articles led by wheat,

pulses, milk, oilseeds and raw cotton posed upward pressures on

inflation during 2006-07. Manufactured products inflation increased

to 5.8 per cent as on 31" March 2007 from 1.9 per cent a year ago.

Inflation at the global level was a cause of concern for major

economies which got reflected in the hardening of the lending rates

by their Central Banks. However, the level remains relatively modest

in several economies in Asia, reflecting both pre-emptive monetary

tightening as well as appreciation of the exchange rates.
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1.3 1.3 Fiscal Deficit
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^5.4,85,210^5 cj?t ̂ fe ip ÎTST ̂ . 25,94,259 ̂ T? ?T ̂  . Tfrf 2006 ip st

According to the Reserve Bank records, actual gross market
borrowings by the Central Government through dated securities and
364-day Treasury Bills amounted to Rs. 1,79,373 crore (net
Rs. 1,11,270 crore) during 2006-07. Gross market borrowings through
dated securities by the Central Government amounted to Rs. 1,46,000
crore (net Rs.1,06,916 crore) during 2006-07 as compared with
Rs. 1,31,000 crore (net Rs.98,370 crore) during the previous year.
Gross market borrowings through dated securities during 2006-07
were 94 per cent of the budget estimates, the same as that in the
previous year. Of the 33 auctions held during 2006-07, 30 auctions
were in respect of reissuance of existing securities. Three new securities
of 10-year, 15-year and 30-year were issued to provide a benchmark
in the secondary market. The total devolvement on the Primary
Dealers (PDs) was Rs.5,604 crore.

The gross tax-GDP ratio, which has been rising since 2002-03, is
budgeted to improve from 11.4 per cent in 2006-07 (RE) to 11.8 per
cent in 2007-08 (BE). This reflects expectations of high growth as
well as the impact of measures taken to widen the tax base, rationalize
exemptions and improve tax compliance.

2. MONETARY AND BANKING DEVELOPMENTS

2.1 Money Supply

The growth in money supply (M3) on a point-to-point basis was at
20.8 per cent during 2006-07 compared to 17.0 per cent a year ago.
Among the components, the growth in aggregate deposits of the
•Scheduled Commercial Banks (SCBs) at 21.5 per cent was higher than
that of 17.1 per cent in the previous year. Similarly, there was an
increase in the currency with the public, which increased from 16.4
per cent to 17.2 per cent.

2.2 Flow of Funds

The net bank credit to the Government increased by 8.6 per cent
(Rs.66,272 crore) as against 2.4 per cent (Rs. 17,888 crore) in the
previous year.

The increase in total flow of funds from SCBs to the commercial
sector, including non-SLR investments was 25.4 per cent (Rs.4,30,287
crore) as on 31.03.07 as against 27.2 per cent (Rs.3,61,746 crore) a
year ago.

3. BANKING TRENDS

3.1 Interest rates

The year witnessed rise of interest rates in the later part. The
demand for credit continued in the year, however, the growth was less
compared to the previous year. The incremental credit deposit ratio,
however, saw some moderation and stood at the level of 86% as
compared to 110% a year ago.

The interest rates of Public Sector Banks (PSBs) on deposits of over
one year to three year maturity moved up from 5.75-6.75 per cent in
March 2006 to 7.25-9.50 per cent in March 07. During the same
period, the weighted average BPLR of public sector banks increased
from 10.7 per cent to 12.5 per cent. Over the same period, the
weighted average BPLR of private sector banks, increased from 12.4
per cent to 14.1 per cent. The weighted average BPLR for the foreign
banks remained the same as of March 06.

3.2 Deposits
Aggregate deposits of SCBs increased by Rs.4,85,210 crore during
2006-07 and stood at Rs.25,94,259 crore, as on the Vast reporting
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