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CHAIRMAN’S STATEMENT

Dear Shareholders,

The financial results for the year ended 31.3.2001 and the report
of the Directars have béen placed before you. The Bank has
come out with a sterding performance during 2000-2001 braving
all odds. The operating profits have gone up by 61.37%, net
profits by 236.79%. After absorbing extra ordinary VRS expenses
of Rs.330.13 crore, the growth rates in operating and net profics
work out to 13.04 % and 45.75 % respectively. It is a martter
of great sausfaction to all of us to have achieved this growth in
the backdrop of an Industrial slowdown and slackening pace of
deposit growth all around. The profits would have been higher
by Rs.134.46 crore but for our decision to make prudential
provisions. in full for the probable loss, due to the pay order.
crisis.

The performance that we have seen is testimony to the inherent
strength of this Bank to bounce back when faced with a crisis.
The past few years were periods of lean growth due to the crisis
of confidence in our own abilities. We have overcome this
weakness and are now ser to march ahead. We have brought in
a degree of ﬂexibili‘ty in our oberations, improved service levels,
brought down unproductive assets and reduced costs all round,
to achieve the never before results. We are now more determined
to hold to our rightful place in the Industry, leveraging on our
strengths of wide reach, the goodwill built by us over long period
of time and the loyalty of our customers.  The recen:
performance has enthused us to better in the coming days.

When I took charge of the Bank, 1 had told my staff, thar we will
recover full value for every rupge spent, be it by way of wages,
expenses or costs. They have responded magnificently and the
Bank has recovered Rs.1113 crore of non performing assets
including Rs.122 crore in written off accounts. Level of slippages
has been brought down significantly chrough . constant
monitoring and concentrating on ‘quality lending. The
performance of the Bank under the RBI one time settlement
policy has been amongst the best in the Industry.

The Voluntary Retirement Scheme approved by the Gove. was
a turning point in the history of Banking Industry in the
Country. It provided us with the much-needed flexibility to re-
align the cost gstructure and reduce overheads, to face
competition on its own terms. Over 7768 employees opted for
VRS and despite having to make a pay out of Rs.855 crore, we
have managed to fill the gaps in resources and men, well. The
average age of our staff, is now lower by around five years, but
believe me, the cffect is manifold. We are now leaner, fitter and
raring to go. We now have greater flexibility to bring about
path breaking changes in cur HR policies. We are on the way
to introduce performance-based incentives to staff which will
make them proud to be part of our family. I am convinced that
provided the righit kind of environment and a sense of
partnership, they, will outperfmm their counter parts in pnvate
sector and bring glory to the Bank.
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While we have a right to be pleased about our results, we cannet
afford to bask in past glory for long. The domestic business is not
generating adequate revenues to fuel our needs of growth.
Excessive  liquidity industrial
particularly in manufacturing industries, ig bringing down -

coupled  with slowdown,
interest rates sharply. There is not enough time to adjust our
liabilities to-declifing yield curves. The promise of rapid growth
in infrastructure is proving t be a mirage, mired in bottenecks.
The less than anticipated response to the RBI one time
settlement scheme indicates that the battle to reduce NPAs will
be long and arduous. The domestic industry has to be more cost -
competitive to withstand the deluge of imports, often at rock
bottom rates. Any shocks that they face are going to affect all
Banks. We havc already started takmg steps to respond to chis
sityation.

Apart from investment in human resources, we will be investing
heavily in upgrading the technological base of the Bank. We will
be installing around 200 ATMs in the next two years. ATM;s will
be linked with the branch accounts and with other branches,
throughout the Country. The ‘A® in our ATM will then truly
stand for any time, anywhere. We are also on the way to network
275 branches across 9 cities. Internet and Mobile banking are
well within our reach.

We are also in the midst of a major restructuring of internal
administrative set up.which will not only reduce costs but also
improve efficiency. The focus hereafter will be to provide new
products based on technology and customer  specific
requirements. You can convey our message to all, that the Bank
is well equipped to meet the challenges of tomorrow.

Corporate Governance, may be the new buzzword today, but it
has always been an article of faith with us. The Bank has strong
belief in ethical values and transparency-in dealings. We believe
in sharing our prosperity with the stakeholders. I am happy that
despite the demands to conserve resources for growth, the Board

- has approved payment of dividend of 15%.

The pay order crisis involving pay orders issued by co-operative
banks bit us in March, just when we were on our way to end a
truly path breaking year. We in the Management, have spent
many troubled nights wondering whether we could have done
anything to avoid such incidents. We could perhaps do that only
by refusing to take normal business risks. We are however now
wiser and have taken appropriate risk management steps. We
have also as a matter of prudence absorbed the probable loss this
year. We are however, committed to recover all these dues. The
response af our Customers, Sharehalders, Press, our well wishets
in the Industry and the Government was truly maghificent. I
would be failing in my duty, if I do not acknowledge. their
contribution .and support during those troubled times. They
have kept their faith in us, intact, and,were pillars of strength for
us.

The Bank now has a new corporate identity. We have changed
our colours to denote our march towards modernisation. The
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‘Bank of India now is going to be a different bank to different -

people in different locations. We plan to reach out to more
people both in the Country and abroad. We hope to be a major

. player be in wholesale banking or retail, rural banking or class

banking. We arc committed to reach the best standards in the
Banking Industry.

I am truly grateful for all the support rendered by our customers,

" shareholders, Members of the Board and the staff. I beseech you

to keep up your faith. We have only one way to go and thar.is
up and zhead. I hope you will always be with us, in our mission
in building a truly dynamic International Bank.

(K. V. KRISHNAMURTHY)
- CHAIRMAN & MANAGING DIRECTOR

RN

Mumbai
06 June, 2001
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BANK OF INDIA
Head Office: 14™ floor, Express Towers, Nariman Poinc, Mumbai — 400 021.

NOTICE

NOTICE is hert;by given that the Fifth Annual Gerieral Meeting of the shareholders of Bank of India will be held on Monday, the 16® july, 2001
at 2.30 p.m. at Sir Sorabji Pochkhanawala Banker's Training College Auditiorium, J.V.P.D. Scheme, Vile Parle (West), Mumbib— 400 056, to transact
the following business: : : : s

L

1. "To discuss the Balance Sheer as at 31* March, 2001 and the Profit & Loss account for the ycir 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 Auditor’s Report on the Balance Sheet
and Account.” ‘ :

2. To consider and if thought fit, to pass with our withour modification the following resolution. o ‘
"Resalved that, pursuant to the provisions of the Banking Companies (Acquisition and Trasnfer of Underraking) Act, 1970, approval of the
shareholders of the bank be and is hereby given to reduce the paid uE equity ca:i)i-tal of the bank by repayment of equity capital held by Central

" Government to the extent of Rs.300-crores or such other sum as may be approved, sanctioned and agreed upon after consultation with the Central
Government, Reserve Bank of India and other statutory authorities. . C i :
Resolved further that, the Board of Directors of Bank of India be and is hereby authorised to do all that is necessary, expedient to give effect
to the aforesaid resolution and to accept, agree to any modification/s in the amount or. mannner of reduction of the paid up equity capital of
the bank”. o ‘ . :
Explanatory Note for resolution No.2 .
The Board of Directors of Bank of India have after weighing various options, decided to reduce the paid up equity capital of the bank by
repayment of equity capital held by the Central Government 1o’ the extent of Rs. 300 crores or such other sum as may be approved by the Central

" Government, Reserve Bank of India and other statutory authorities. The Board of Directors are of the view, that this reduction in c’é‘uity would

- result in effecting a substantial increase in shareholder value through enhancement of its book value, earnings per share etc. ’
‘Pursuant to the provisions of the aforesaid act, the resolution needs to be passed with at atleast three fourth majority of the shareholders entitled
to vote, present at the meeting and voting. The Board of directors recommend passing of the aforesaid resolution to the shateholders.
None of the lj_ircctors, arc individually interested or concerned in ‘the aforesaid resolution. i l%/’

Place : Mumbai . , ' , _— (K.V. KRISHNAMURTHY)

Date : 14,06.2001 : ‘ Chairman & Managing Director

NOTES: - | ' ‘ | ‘
APPOINTMENT OF PROXY . o s
A shareholder entitled to attend and vote at the Annual General July 16, 2001 (both days inclusive), for the purpose of Annual
Meeting is entitled to appoint a Proxy to attend and vote instead - General Meeting, - _
of himselfherself. The proxy form, in order to be effective, must be '
received at the place specified in the proxy form not later than 4 5. TRANSFERS ' ‘

‘days before the date of the Annual General Meeting, , Share certificates along with transfer deeds should be forwarded to
- ) . , the Registrar and Share Transfer Agent at address given in para 6
2. ATTENDANCE SLIP CUM ENTRY PASS below. f ‘ - o

For the conveni¢nce of the shareholders, Attendance slip cum Entry ‘
Pass is annexed to this Report. Sharcholders/Proxy holders/ 6. CHANGE OF ADDRESS

representatives .are requested to affix their signatures at the space .* Sharcholders are required to intimate changes, if any, in their
provided therein and surrender the Attendance Slip cum Entry Pass registered address, to the Registrar and ‘Share Transfer Agent of the
. at the venue. Proxy/Representative of 2 sharcholder shoyld state on Bank at the following address:

Attendance slip cum Entry pass "Proxy” or "Representative” as the M/s. Sharepro Services.

case may be. , Unit: Bank of India
: : ‘ ‘Satam Estate, 3 floor,

PAYMENT OF DIVIDEND : Above Bank of Baroda,

Payment of dividend to shareholders as declared by the Board of Cardinal Gracious Road,

Directors shall be made within 6 weeks from the date of Annual Chakala, S

General Meeting. . _ Andheri (East), -

o ‘ *Mumbai_-- 400 099.

BOQK CLOSURE S _
The Register of the shareholders and the Share Transfer Register of -~ 7. Shareholders/Proxy holders/ representarives are requested to bring
the Bank will remain closed form Friday, July 6, 2001 to Monday. copies of the Annual Report to the Annual General Meeting.

~1
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DIRECTORS’ REPORT

The Directors have pleasure in presenting the Annual Report of
the Bank along with the Statement of Accounts of the Bank for '
the year ended March 31, 2001.

REVIEW OF THE BANK'S OPERATIONS
Profitability

Operating profit of -the Bank during 2000-01 increased to-
Rs.1102.14 crore, an increase of 61.37% over: last year. Net
profit of the Bank increased to Rs.251.87 crore from Rs. 172.81
crore previous year after making all prudential provisions. These
profits are after absorbing extra-ordinary expenses of Rs.330.13

‘crore on account of Voluntary Retirement Scheme implemented

by the Bank., After taking into account extra-ordinary VRS
expenses, growth in operating/net proﬁt works out to 13.04%

'Eﬁ?ﬂ % I and 45.75% respectively. :
(08 wUg ﬁ) (Rupeees in crore)
1999-2000 2000-01 % Growth
1. W WA A ’1 Toml Interest Income 473698 - 5316.86 12.24
it | = W Interest Income from Advances 2787.51 3128.74 1224
- P & s o A Interest Income from lnvestments 1672.67  1805.66 7.95
. I WTR ftareri @ s Interest on Money Market Operations’ 205.47 . 32498 58.16
o wrfim s W Interest on CRR 71.33 57.48 -19.42
- | 2. = famn v g s 2 Total Interest Expended 3443.14 °©  3663.03 6.39
© it © Interest Expended on Deposits " 3062.18 3216.37 5.04
= e T s = p Other Interest Expended 380.96 446.66 17.25
3. = v afa (1-2) 3 Net Interest Margin (1-2) 1293.84  1653.83 27.82
4, 3T Q. 4 Other Income 785.54 861.91 9.72 .
5. qfrere T wE 5 Operating Expenses 1396.40 . 1413.60 1.23
L Staft Cost 999.12 1008.69 0.96
g wframe e _ Cther Operating Costs 397.28 404.91 1.92
6. uftaTeT ™ " . 6 Operating Profit - 682.98 1102.14 61.37
(siferm dvffa G =t elew) (Excluding VRS) ‘
sramaro fers dntf dw s " Extra Ordinary - VRS Cost 0.00 330.13
7. ufawe T 7 Operating, Profit 682.98 772.0L, 13.04
(s darfrgfm diom = ﬁrﬂﬁﬂ) (Including VRS)
8. fawrm oo Pravisions & Contingencies 510.17 520.14 1.95
9. & ww (dfos St Qo it wome v 9 Net Profit (Excl. VRS Cost) 172.81 © 582.00 236.79
10. & ®w (vAfeus danfgfa dismr & wva witem # @10 Ner Profit (Incl. VRS Cost) 172.81 251.87 45.75
(ferrera). . " (Percentages)
19992000 2000-01
‘ ‘Exd. VRS Incd. VRS
i R Yield on Advances T0.93 T0.6Z 1062
Frdeit wa™ Yield on Investments - 10.47 10.34 10.34
At w A Yield on Funds 8.58 '9.13 9.13
rarafivdt Y e Cost -of Deposits 6.64 6.47 . 6.47
fafirt &1 wrTa Cost of Funds 6.24 6.29 6.29-
g2 1 Spread 2.34 284 2.84
sitam wrdvie fftmt § s e - Other Intome to AWF 1.42 1.48 T 1.48
aftraa wrdyiem Fiftr # wfees som Operating Costs to AWF 2.53 2.42 2,99
Fraa wmrdvia it ¥ e wvm : Staff Cost to AWE 1.81 1.73 2.30
Fiterar rdeirer ARGt # s afraes e Other Operating Costs to AWF 0.72 - 0.69 0.70 .
Fnfex Fadvm ot Asset Utilisation' Ratio 1.24 1.89. . 1.37
snfeat wtwmm Retirn on Assets 0.31 - 1.00 - 0.44
et @ T TFa (%) . Book Value per Share (Rs.) 35.98 40.64 40.64
TR I ® o, Earnings Per Share (Rs.) 2.71 9.12 3.95

© AWF is Average Working Funds
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Dividend
The Board of Dlrectors had declared 2 dmdmd of 15% for
2000-01.

Capital Adequacy

Capital adequacy of the Bank as at March-end 2001 stood at
12.23 % compared to 10.57% at March-end 2000. Ac March-
ermd 2001, Tier 1 capital stood at Rs.2303.72 crore giving a
CRAR of 7.62% under Tier I and Tier II capital stood at
Rs.1394.60 crore giving a CRAR of 4.61% on Tier II capital.
During the year under réport, the Bank raised Rs. 200 crore
through Tier II subordinated debt. . Despite: increase in size of -
the balance sheet by Rs.3928 crore and increase in net advances

by Rs. 5514 crore, the risk weighted assets were contained at -

Rs.30244 crore as against Rs.30435 crore in the previous year, _

st f ,. o Deposits
GI'H'I'{&RI\T'& =1 faawo 2 Details of deposit growth are given bel;)w.
o P g given
- (vt w0 T ) T { (Amount ‘Rs in Crore)
| (wrd wi) (March-¢nd) 2000 2001 % Increase
@F{ ELIuie Total Deposits 47744 51678 - 8.24
YT SR Indian Deposits 38526 42882  11.31
eyt smmfr Foreign Deposits . 9218 8796 :4.58
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Non-Resident deposits constituted 16.69% of "the “aggregate
deposits at Rs 6,972 crore in the Bank’s domestic’ operations.

‘Deposits of rural ‘and semi-urban branches accounted for 30 %

of the aggregate deposits-of branches in India. Despite concerted

efforts made to increase the share of low cost deposits, the share

of low cost deposits to total ~deposits has remained ar around
33% as in the previous year.

*

Advances

Details of crformance in credit expansion, on net bas:s, are
p Xp:
given below.

(w08 =g #) L (AhmuntﬂRs in Crore)
(wrd wnfa) (March-end) 2000 2001. % Increase
Frva & atfim Global Advances - 26309 31823 20.95

T afim Indian Advances 20164 23659 117.33
ﬁﬁgﬁ ;.qﬁ;:;[ Foreign Advances 6145 . 8164 32.85

Wiflgw weie ¥g I A wwy fid » argeq Fo w0 = AFEST

YffTee 0 ¥ H0 [ Ol S gEH Sifen e oo

YT AR FE TUMTSTET 3 W19 e R 3R gge S T 9
% 4R\ FE 0 WEE! § WEH/7uy/ e Avfiga wrdt w1 fead st
] 20001‘« 39.5% antn‘a‘ 2001 # S 52.9% & TR |
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3 gfr #g Aaw fen Tt o, W A & 2 sifiw w9 R ok

Fre: e ad & 0w H g3 I e mn @ el = a3fim w2

Note: Advances for the previpus year have been reworkec including advances to staff,

s

The Credit appraisal system was further strengthened by its
integration with risk management systems and market

- information systems to ensure deployment of corporate credit in

tune with the Bank’s overall strategy' for risk management.
During the year, share of Prime/"AAA/ AA rated accounts in
total credit proposals increased from 39.5% in March 2000 1w
52.9% in March 2001. .
The “Credit Management System” software that was’ being
developed for facilitating better analysis and improved appraisal

i
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of credit proi)bsals and efficient monitoring of accounts, was
finalised during the year and the test-checking was completed
The software would be made opcratlonal very shortly

In otder to create a comprehensnve database on advances,
software for Comprehensive Credit Information System has been
totally revamped, which will provide quartetly data to improve
the 'decision making process. The new system- will be
implemented. from September 2001 and will reduce the
workload of branches by way of abohshmg of around 40 credit
rclated statements. :
Credit- Déposit Ratio .
‘The Bank’s domestic credit — aggregate deposit ratio at 59.38%
continues to be higher than that of the banking system, which
stood ar 53.39% at March-end 2001. ‘

2001 .|

(e uTtR) % . (March-end) % 2000
RIS aﬁq'[a(%ﬁ%(a;) Credit-Deposit Ratio (Global) \ " 52.85 - 61.58
L= eyt o) g AT Domestic Credit-Aggregate Deposit Ratio 56.52 59.38
TRl W +¥WW s Domestic . Credit+Non-SLR - Investments-Aggregate 62.30 64.41
- gu_;I ELRcERIG ‘ Deposits Ratio s

C Adr ' Investments .
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Global investments increased during the year by Rs 1559 crore
to Rs 18225 crore at March-end 2001. Domestic investments
increased by Rs 1,260 crore to Rs 15,110 crore. -SLR
investments amounted to Rs 11,148 crore (73.78 % of total)
and non-SLR investments to Rs 3962 crore (26.22 % of total).
During the year, the Bank’s SLR portfolio has grown by 13.21%
and investments in non-SLR portfolio reduced by 1.01%. While

,SLR portfolio is mainly guided by the regulatory requirements

and also to- build up corpus required for undertaking trading
activity, the main considerations - in acquiring Non-SLR
investments, apart from safety of funds, are the effective yield
and liquidity. In terms of revised RBI guidelines of October

.2000, the investment - portfolio of the Bank has been classified

into three categories, (1) Held to marurity, (2) Available for sale

~ and (3) Held for trading. As against maximum of 25 % allowed

by the RBI under “Held o maturity” category, which need not
be matked to market, the Bank has categorised only 21.63 %
securities in this category. Additional provision of Rs 65 crore
for investments have been made during the ycar over the
provision held as at 31.03.2000.

The interest rates, afrer initially rising, have sofened ‘during the
year and the 10-year yield on G-sec as on 31.03.2001, declined
10 10.34% as against 10.85 % recorded as on 31.03.2000, In
tune with the market trend, the yield on the Bank'’s investments
has also come down during the year to 10.68 % in 2000-01 from
11.07% in 1999-2000. The Bank holds Special. Securities of
Rs. 1846 crore by way of recapltahsanon in the past, excludmg
which, the yield on other investments works out to 10.86% in
2000-01. Investments - are made in accordance with the
Comprehensive Policy approved by the Board, which focuses on
risk management. The policy and the porr./foho is reviewed
periodically to respond to market developments.
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