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CHAIRMAN SPEAKS

Dear Shareholders,
Your Bank has covered a long distance on course to
transforming itself into a 'Technology Bank'. With the enabling
environment having been created over the last few years, the
Bank is on the verge of becoming a technology-driven one-stop
financial solution company.
Core Banking Solution, which forms an essential part of the
technology initiative, is in the last phase of finalization.
Finalization of the system integrator would lead to roll out of
the solution, which would eventually be implemented in about
-1000- branches.
As the Bank implements its business strategy, the IT strategy
will complement our efforts in creating a world-class financial
institution. Their integrated implementation is meant to ensure
a frictionless IT enabled organization. Over the past few years,
Bank's business processes, systems, structure and also the
human resource policy have undergone major changes to
facilitate the smooth implementation of our new business
strategy.

Bank's HR interventions would facilitate seamless integration
of the Business & IT strategies. Professionals have been hired
from the market in different areas of expertise for business
strategy implementation. Knowledge Management initiatives,
launched by the Bank, are meant to provide us with
competitive advantage.
Pilots of Corporate Financial Services (CFS), Personal
Financial Services (PFS) and Business Financial Services
(BFS) have been successfully rolled out at branches in Mumbai,
Pilot for rural branches, too, has been successful. As you would
recall, Bank's business strategy involves, reorganizing its
business along six distinct lines, which besides the above
mentioned, also include Global Treasury and International
Operations. Distinct lines of business would ensure customer
segmentation, so necessary for customer focus.

Bank's Debit-cum-ATM card network is rolling out fast. Within
a year, it would reach a figure of -500- ATMs, from the present
strength of over -100-, thereby leading to increased customer
convenience. Launch of lending automation process,
supported by the state-of-the-art centralized web-based
technology, would lead to shorter decision-making process.

The gamut of retail products on offer is providing a more
pleasant banking experience to our customers. Retail product
initiatives are a continuous process linked to changing
customer preferences and their conveniences. Bank has
addressed the issues of innovation in terms of improved
processes, new products and enhancement of features in
existing products. New product launches, on both asset and
liability sides, have fulfilled customer expectations. Bank's
latest marketing initiatives are aimed at positioning it as a
financial services provider with 'value proposition' and
'market-driven' being the keywords.
Bank's retail portfolio has increased significantly from
Rs.2963.97 crore to Rs.4217.76 crore during the year 2003-
04, increasing its share in total credit portfolio to 13.5%. Bank
has plans to raise this portfolio to 20% of total credit portfolio
during the current financial year.
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Bank's growth story is built on solid foundations. There has
been consistent rise in profits year after year. Bank's operating
profit rose by 44.8% to Rs.2485.30 erore, while net profit was
up by 25.1% to Rs.967.00 crore during the year. These growth
rates are significant as they come over the previous year's
high growth rates of 31.1% and 41.6% respectively. Even as
income grew by 6.9%, there was a fall of 4.6% in expenses.
Growth in profits is supported by better control over costs.
While cost of Funds declined to 4.32% (5.20%), Cost-Income
ratio - indicating the effective control over operating costs,
fell to 42.08% (48.99%) during the year. There has been a
steady improvement in the Bank's flnanctats. Bank's Spread
(3.11%), Return on Average Assets (1.20%), Return on Net
Worth (19.81%) and Operating Profit ratios (3.00%) improved
considerably during the year.

Bank's performance has also augmented shareholder ratios
like Earnings per Share (Rs.32.97) and Book Value per Share
(Rs. 166.46). Bank has, therefore, decided to reward its
shareholders with a liberal dividend of 65% (including interim
dividend of 30%). This translates into a pay-out ratio of 22.24%.
Bank increased its average business by 6.2% during the year with
average deposits and advances growing by 7.2% and 4.5%
respectively. Average investments on the other hand grew by 26.4%.

Consistent performance over the years has emerged as the
Bank's biggest strength. Your Bank's track record in the
market, its sound financials, its contribution to social sectors,
its large international presence and its competitive strength
comparable to private players has provided it with a unique
position in the market-place. Bank has always taken the lead
in adopting best international accounting practices. This has
made the Bank's balance sheet transparent and reduced its
vulnerability to external shocks.
Recently, the Bank has entered into an alliance with National
Insurance Company Limited (NIC) for selling general insurance
products. The tie-up is aimed to provide value added services to
our customers. The customers of the Bank will benefit greatly by
getting financial and insurance products under one roof.
Bank plans to expand its business into countries of East &
South East Asia tike China, Malaysia and Thailand. Bank
also has plans to create a new subsidiary for broking services
with a strategic partner. As the Bank is going for IT
implementation in a big way, it will also be able to provide
Internet stock broking.
Bank of Baroda envisions itself as a strong National Bank of
International Standards. Business Transformation Programme,
currently underway, would prepare us for the challenges
ahead. Bank has positioned itself to exploit the emerging
opportunities and make the best of the changes being ushered
in the industry and the economy.
With warm regards,

Yours sincerely,

(P. S. Shenoy)
Chairman & Managing Director
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NOTICE

BANKOFBARODA
I- 390 006

Head Office : Mandvi, Vadodara - 390 006
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The 8lh Annual General Meeting of the Shareholders of BANK OF
BARODA will be held at General Education Auditorium, Near
Dadabhoy Naorojee Halt, M.S.University Campus, Pratapgunj,
Vadodara 390 002 on Wednesday, the 28th July, 2004 at 10.00
A.M.. to transact the following business:

'To discuss the Balance Sheet of the Bank as at 31 * March, 2004,
Profit & Loss Account for the year ended 31st March, 2004, the
Report of the Board of Directors on the working and activities of
the Bank for the period covered by the accounts and the Auditor's
Report on the Balance Sheet and Accounts"

Place: Mumbai
Date: 12.06.2004

(P.S.SHENOY)
Chairman & Managing Director
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NOTES:

1. APPOINTMENT OF PROXY:
A member entitled to attend the meeting is entitled to appoint
a proxy to attend instead of himself and such proxy need not
be a member of the Bank. The proxy, in order to be effective,
must be received by the Bank at least 4 days before the date
of the meeting. The format of the Proxy Form is attached with
the Annual Report.

2. APPOINTMENT OF A REPRESENTATIVE:
No person shall be entitled to attend the meeting as a duly
authorised representative of a company, unless a copy of
the resolution appointing him as a duly authorised
representative certified to be true copy by the chairman of
the meeting at which It was passed has been deposited at
the Head Office of the Bank not less than 4 days before the
date of the meeting.

3. ATTENDANCE SLIP :
For the convenience of the members, Attendance Slip is
annexed to this Report. The members are requested to fill in
and affix their signatures in the space provided therein and
hand over the Attendance Slip at the entrance of the place
of the meeting. Proxy/Representative of Shareholder should
mark on the Attendance Slip as "Proxy" or "Representative"
as the case may be.

4. HOLDING BANK SHARES IN ELECTRONIC FORM WITH
NATIONAL SECURITIES DEPOSITORY LIMITED AND
CENTRAL DEPOSITORY SERVICES (INDIA) LIMITED:
The Bank has entered into an agreement with National
Securities Depository Limited (NSDL) and Central
Depository Services (India) Limited (CDSL) as an Issuer
Company for dematerialisation of Bank's shares.
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5. CLOSURE OF REGISTER OF SHAREHOLDERS :
The Register of Members and Share Transfer Books of the
Bank wiB remain closed from 21-07-2004 to 28-07-2004.
(Both days inclusive).

6. PAYMENT OF DIVIDEND :
The Board of Directors of the Bank in its meeting held on
17-05-2004 has declared final dividend @ 35% in addition
to interim dividends paid @30% during the year ended 31
st March,2004, such dividend being payable to those
members whose names appear on the Register of
Members of the Bank as on 3"1 June 2004 i.e. Record Date.
The dividends have been distributed to the eligible
members on or before 15* June,2004. In case any
member has not received dividend for the current year or
previous years such member may lodge a request for issue
of duplicate dividend warrant/s to Bank's Registrar &
Transfer Agent,

7. CHANGE OF ADDRESS / DIVIDEND MANDATE :
Shareholders are requested to intimate change of their
address, dividend mandate, Bank particulars, etc., to Bank's
Registrar & Transfer Agent immediately after such changes
to avoid inconvenience at a later date.

The shareholders holding their shares in electronic form
may approach their DP for recording such requests

8. CONSOLIDATION OF FOLIOS :
The Shareholders who are holding shares in identical order
of names in more than one account are requested to intimate
to the Registrar & Transfer Agent, the ledger folio of such
accounts together with the share certificates to enable the
Bank to consolidate all the holdings into one account. The
share certificates will be retumedto the members aftermaking
necessary endorsement in due course.

9. LODGEMENT FOR TRANSFERS :
Share Certificate along with transfer deeds should be
forwarded to the Registrar & Share Transfer Agent of the
Bank at the following address.
M/S Karvy Computershare Private Ltd.,
(Unit:- BANK OF BARODA)
46 Avenue No. 4, Street No. 1,
Banjara Hills, Hyderabad - 500 034

10. The Shareholders who have not encashed/received their
dividend warrants for the previous years are advised to
approach the Registrar & Transfer Agent at Hyderabad or
Bank's Investor's Service Department at Vadodara on the
following address:
Investor's Service Department
BANK OF BARODA
4th Floor, Suraj Plaza-1, Sayajigunj, Vadodara - 390 005

11. REQUEST TO MEMBERS :
Please note that copies of the Annual Report will not be
distributed at the Annual General Meeting as an economy
measure. Hence, members are requested to bring their
copies of the Annual Report to the meeting.

12. Shareholders may kindly note that no gifts/vouchers will
be distributed at the venue of the meeting.
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DIRECTORS' REPORT

Dear Members,

We are pleased to present the Ninety Sixth Annual Report, along
with the audited Balance Sheet as on March 31,2004, the Profit
& Loss Account and the Cash Flow Statementfor the year ended
March 31, 2004,

Business Transformation Programme:

You are aware of the Bank's business and IT transformation
initiatives triggered in April 2001. Over the last 3 years your
Bank has reinforced it's commitment to it's 25 million customers,
by intensifying and accelerating strategic interventions, for
creating a strong customer-driven and IT-enabled Bank. These
initiatives will provide its customers world-class service and its
stakeholders more value for their trust.

The preparatory work of installing a core banking solution is at
an advanced stage. During the year 2004-05, the solution will
be piloted at selected branches. Over the next couple of years,
we propose to roll out the solution to about a 1000 more branches.

In the emerging fiercely combative marketplace, technology will
ensure competitive parity with global standards. It is essentially
a tool to enable the new business strategy. The Bank firmly
believes that it is this winning combination of business strategy
and enabling IT that will propel "Barodsf to the league of world-
class financial institutions. The new business strategy requires
holistic interventions encompassing business processes,
systems, structure, staffing and even super ordinate goals. Your
Bank has over the last 3 years made very fundamental changes
in many of these areas. In implementing the new business
strategy, your Bank has piloted Corporate Financial Services
(CFS), Personal Financial Services (PFS) and Business
Financial Services (BFS) branches in Mumbai. Customer
feedback from these pilot branches has been very encouraging
and an endorsement of your Bank's market segmentation
strategy. IT initiatives for rural branches have started with the
cluster approach to technology upgradation. The cluster
solution has been devised keeping in mind the large rural
network, cost and available infrastructure. Reports on the system
are satisfactory and the pilot will be replicated in major rural
pockets of India.

The credit delivery system has been streamlined with adoption
of the lending automation process supported by state-of-the-art
centralized web-based technology. Automated lending
processes will drive asset volumes, manage risks and cut down
customer response time, making "Barodsf' a preferred choice
for asset products.

The Bank tied up with Visa Electron for its International Debit-
cum-ATM Card across 103 networked country wide ATMs. In
about a year the "ffartxfa" customer will be able to transact
business through 500 net worked ATMs. The Bank has also
geared up for the retail challenge through an aggressive product
development strategy. Today our retail business boasts of the
largest product range catering to the needs of every segment.
Some of the products like Super Savings, OD Against Property,
the AAA Home Loan, Shubh Savings etc., have heralded the
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beginning of a new customer experience.

The need to convert the Bank into a marketing organization
selling the full array of financial products saw several initiatives
on the marketing front. The marketing department at Baroda
Corporate Centre is finalizing the selection of new advertising
agencies and a PR agency. The Department is scouting for a
media buying agency and this should be completed soon. The
Bank also commissioned a brand design-consulting firm to
rejuvenate the Bank of Baroda brand. The new visible interfaces
between the customer and the Bank would provide a refreshingly
new experience to the Bank's interest groups. Manifestations of
visible change - in signages, letterheads, visiting cards, branch
design and everything else should be seen starting calendar
year 2004 end. Customer data is being aggregated and this will
help in identifying profitable segments. These marketing
initiatives wilt in the aggregate drive volumes; improve earnings
and position "Baroda" as a market-driven value provider of
financial solutions.

The Bank's business strategy implementation will require world-
class people to push through the change to a world class Bank.
As a learning organization, it has always put a premium on people
development and in the process created an excited team of
40,000 change managers and agents who are working overtime
to create the new bank for the 21st Century. The efforts of these
40,000 people have been supplemented by lateral hiring of
professional talent in the areas of Vendor Management,
Marketing, Premises Re-engineering, e-Business, Economics,
e-Learning and Programme Management. Professional support
is also being scouted for Strategy and HR. The Bank has drawn
up a very progressive HR reforms policy. This will provide the
blueprint for the successful implementation of the new business
and IT strategy.

Knowledge Management interventions will impart enterprise
wide strategic value and provide competitive advantage. The
initiatives triggered to date, include a corporate intranet, mail
messaging system, a physical cum digital library - all in the e-
learning mode.

This is one of the biggest business transformation programmes
in the history of Indian banking. At the end of it, we will all be a
proud part of a mighty organization providing financial solutions
in a discontinuously changing global marketplace. The change
exercise will hopefully catapult your Bank to the pinnacle of
corporate glory.

Key financials during 2003-04:

• Operating profit of the Bank increased by 44.78% from
Rs. 1716.63 crore during 2002-03 to Rs.2485.30 crore
during 2003-04.

• Net profit of the Bank at Rs. 967 crore has shown a rise
of 25.13% over previous year.

• While total income has grown by 6.89%, total expenses
have registered a fall of 4.64% during 2003-04.

• Costs are firmly under control. While the staff expenses
have increased by 10.98% and other expenses by a
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