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* g#ﬂg%a 3iT®S Figures regrouped

Performance Parameters 2003-2004
Delivery Channels & Resources:

Number of Branches 1135
Of which Computerised Branches 922
No. of ATMs 101
No. of Employees 10347
Capital & Reserves:

Capital 206.82
Reserves (Excluding

Revaluation Reserve) _ 726
Capital Adequacy Ratio (%) 9.48
Business:

Total Deposits 19214
% Increase 11.27
Loans & Advances (Net) 9412
% Increase 11.57
Investments (Net) _ 9736
% Increase 14.54
Loans & Advances to:

- Priority Sector 4204
- Agriculture 1744
- Small Scale Industries 1318
- Priority Sector Advances in % terms  44.65
Financials:

Operating Profit 710.59
Net Profit 230.50

Asset Quality Ratios:
Gross NPA to Gross Advances Ratio % 14.82

Net NPA to Net Advances Ratio % 9.40

Productivity Ratios:
Per Employee Business 2.74

Per Branch Business 26.96

(@1 T. #) (Rs. in Crore)

2004-2005  2005-2006
1123 1122
1123 1122
115 240
10201 10156
286.82 286.82
663 779
11.91 10.62
20897 23623
8.76 13.05
11309 14231
20.16 25.84
9697 8571
(10.40 () 11.61
4755 6074
1749 2363
1257 1321
42.46 42.20
382.18 620.32
61.00 72.99
9.67 6.44
5.23 3.04
3.1 3.64
30.73 36.11
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CHAIRMAN & MANAGING DIRECTOR’S
SR STATEMENT

Dear Shareholders,

Having assumed the charge as Chairman & Managing
Director of the Bank on 17" May 2006, | feel privileged to
present to you the Annual Report of your bank for the
Financial Year 2005-06.

While the Indian economy remained buoyant, with the
GDP growth at 8 % and inflation well within the estimated
level at about 4 %, your bank also recorded an improved
performance, during the year.

The financial year 2005-06 took off with the bank setting a
clear direction of re-establishing its market space by
identifying ‘Retail Credit, Agriculture, SME Lending and
Low Cost Deposits’ as the key growth engines and being
aggressive on recovery in NPAs to further improve the
Asset Quality and give an impetus to business growth.
The performance reflects that the path the bank had
treaded during the year has yielded positive results.

The business mix of your bank has increased from Rs.
32762 Crore to Rs. 38371 Cr, registering a growth of 17.12
% during the year. While the Total Deposits have
increased by 13.05 %, the Savings deposits have grown
by 19.07 %. The demand deposits of the bank constituted
43.65 % of the total deposits, up from 42.03 % in the
previous year and is one of the highest in the industry.

The Gross advances of your bank have posted a robust
growth of 24.30 %, up from Rs. 11865 Crore to Rs. 14748
Crore. The growth was led by the key growth engines
with Retail Credit, Agriculture & SME posting a growth of
52.16 %, 35.10 % & 35.88 %, respectively. Priority Sector
Lending was at 42.20 % of the Net Bank Credit as against
the mandated level of 40 %.

The Gross Investments decreased from Rs. 9722 Crore
to Rs. 8635 Crore, registering a decline of 11.17 % during
the year. Your bank had taken a conscience stance to
steadily move its asset base from Investments to Credit
Portfolio, keeping in view the volatility in the securities
market with rise in YTM of securities across all tenors and
also looking to the increasing demand and better
incremental yield on credit portfolio.

Your bank had taken a solemn call on the Asset Quality,
adopting a two pronged strategy. Firstly, by arresting fresh
slippages through a robust Credit Monitoring Mechanism
and secondly, by rigorously exploring all avenues of
recovery in each of NPA accounts of the bank. Various
measures viz. Special OTS Scheme for small accounts,
Sale of assets to companies engaged in securitisation,
through Lok Adalats and under SARFAESI Act etc. were
taken with a clear focus to improve the Asset Quality. The
efforts yielded encouraging results with cash recoveries
of Rs. 304 Crore in NPA & written off accounts during the
year.
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CHAIRMAN & MANAGING DIRECTOR’S
STATEMENT

The Operating Profit for the year was Rs. 620 Crore as
against Rs. 382 Crore in the previous year, registering an
increase of 62.31 %. The growth is mainly attributed to
higher operational efficiency / business volume, decline
in operating expenses, a stupendous increase in Recovery
in Written off advances / Investments and profit from sale
of surplus fixed assets. However, after making a total
provision of Rs. 547 Crore for NPAs & Investments etc.,
your bank posted a Net Profit of Rs. 72.99 Crore for the
year 2005-06, as against Rs. 61 Crore in the previous
year. The increase in Net Profit of 19.66% was achieved
despite an increase of 70.41% in provisions made during
the year.

The Gross NPAs of your bank were further reduced to Rs.
949 Crore down from Rs. 1148 Crore in the previous year
and were 6.44 % of the Gross Advances. The Net NPAs
were at Rs. 432.85 Crore, declined from Rs. 591 Crore
and were 3.04 % of the Net Advances as against 5.23 %
as at the end of previous year 2004-05.

The Capital Adequacy Ratio (CRAR) of your bank stood
at 10.62 %, declined from 11.91 % as at 31 March 05.
However, it is pertinent to note that this is well above the
mandated level of 9 %, despite providing for market risk
and posting a credit growth of nearly 25 %, during the
year.

Your bank had taken several initiatives during the year,
in its march towards progress. On the retail front, the
bank had operationalised 50 Finmarts all across, to cater
to the retail lending needs of the customers. The thrust
on this segment was given a further impetus with
establishment of a ‘Central Processing Centre’ at Mumbai
for faster turnaround & single point delivery of retail credit.

Your bank had a major foray into rural initiatives,
leveraging its sound presence in rural & semi urban
centers, particularly in Gujarat. Besides pioneering into
the measures on financial inclusion by being the 1% to
introduce ‘No frills A/c’ and ‘General Credit Card’, your
bank had made a further headway in issuing ‘Kisan Credit
Cards’ that exceeded the landmark 1 lac cards involving
Rs. 526 Crore; in financing 1724 new Self help Groups
increasing the number to 3542, involving Rs. 25 Crore;
and in formation of 500 new Farmer Clubs taking the total
number of Farmers Clubs to over 600, as at the end of the
year.

In order to further strengthen the rural credit delivery
mechanism, a few more products viz. Dena Rural Internet
Kiosk Scheme & Dena Bhumiheen Credit Card Scheme
etc. were launched. Bank had also entered into a tie up
arrangement with NCDEX for display of price tickers of
agricuftural commodities and with NCMSL for collateral
based financing against warehouse receipts, at select
branches, for the benefit of farmers.
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CHAIRMAN & MANAGING DIRECTOR’S
STATEMENT

40 Specialised branches were designated as SME/SSI
branch, with additional sanctioning powers delegated
to the branch functionaries to streamline growth of
credit in the SME sector in a focused manner.
Memorandum of Understanding (MOUs) were signed
with SIDBI and SMERA (rating agency for SME) to
identify and assess the viability of suitable clients for
extending credit. Two new products viz. ‘Channel
Financing’ & ‘Financing Scheme for Rice & Dal Mills’ were
launched, more particularly to cater to the needs of the
SME segment.

‘Convergence’ has been a buzzword in the industry and
the need of the hour too, to shore up the Non Interest
Income. The bank has laid a strong platform during the
year, by entering into a tie up arrangement with LIC for
selling life insurance products along with the existing
arrangement with Oriental Insurance for non-life products
and is now geared.up to really take off during the current
year. Besides, tie ups have been made with four mutual
funds viz. ICIC! Prudential, UT! mutual, LIC mutual &
Templeton Franklin for selling of their products.

Your bank has been equally focused on the creation &
development of Human Resources, the key ingredient for
growth. During the year, the bank had recruited 141 new
officers and have plans to recruit further 600 officers
covering various specialisations & cadres, during the
current year. A large section of the front line staff at
branches had undergone a customer centric crash course.
The process will further be continued in the current year.
During the year, the bank had entered into an MoU with
the staff unions/associations for voluntary participation of
the employees in the business growth and higher
productivity. This measure of the bank has been termed
as one of the Best Practice in the Banking Industry.
Your bank deservedly takes pride in taking the initiative
and resolves to carry it forward.

Technology is no more considered as a competitive edge
but has now become the base line for the banks. Your
bank has always been considered as a techno savy
institution. Accordingly, the bank holds a privilege of
having its own ‘Denanet’ connecting 925 branches and
240 ATMs on the network with 100 % computerization of
branches covering 98.3 % business of the bank. The
bank has been making a careful and steady progress in
rolling out the Core Banking Solution, slated for the 1%
half of the current year. The business process re-
engineering and the data cleansing have aptly been on
the priority so as to reap the real benefits of the Core
Banking Solution. In order to leverage technological
upgradation, we shall be able to cross sell our various
products. To make this a success we shall strengthen our
marketing setup besides streamlining the processes.

Clearly, a strong foundation has been laid for a robust
and enduring structure that will hopefully generate a
stream for enhancing shareholder value, satisfaction to
our customers and the devoted Denaites. | solicit your
continued support in our this endeavour.

. ( P L Gairola)
Chairman & Managing Director
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CONTINUED TURNAROUND JOURNEY

The Bank continued its turnaround journey, despite
adverse scenario, by recording considerable
improvement on many parameters.

BUSINESS GROWTH

The Total Business Mix of the Bank crossed Rs.38,371
crores for the first time. The Deposits of the Bank had
reached a level of Rs. 23,623 crores by recording 13.05%
growth. The share of low cost deposits in aggregate
deposits has shown an impressive increase of 219 bps to
reach a level of 44.15%

The Bank posted impressive performance in terms of
increase in Gross Advances by Rs.2883 crores from
Rs.11,865 crores as at 31 March 2005 to reach a level of
Rs.14,748 crores by 31 March 2006 i.e. an increase of
24.30%.

PRIORITY SECTOR & RETAIL ADVANCES

The Ratio of Priority Sector Advances constituted 42.21%
of Bank's Net Credit as against the RBI prescription of 40%.

Retail credit of the Bank increased by 52.12% during the
year from Rs.1,477 crores to Rs. 2,249 crores.

INVESTMENTS

In view of the adverse scenario in the G-Sec market, the
Bank had adopted a very cautious approach to
investments portfolio. As a result, the portfolio marginally
decreased from Rs. 9722 crores to Rs. 8635 crores.

ASSET QUALITY

Gross NPAs of the Bank were reduced by 17.27% from
Rs.1148 crores to Rs. 949 crores during the year.
Corresponding to this reduction, Net NPAs of the Bank
declined by 26.76% from Rs.591 crores to Rs.433 crores.
The provision cover for NPAs has also increased from
46.72% to0 52.61%.

PROFIT

The operating profit for the year 2005-2006 has recorded
an increase of 62.31%. The Operating profit for the year
was Rs 620.32 crores in comparision to Rs 382.18
crore during 2004-05. The Bank posted a net profit of
Rs 72.99 crore for the year 2005-06 against Rs 61crore
for 2004-05, an increase of 19.66%.

CAPITAL ADEQUACY RATIO

Capital Adeguacy Ratio stood at 10.62%
COMPUTERISATION

As at 31¢ March 20086, all branches of the Bank are
computerized with. 1155 branches fully computerized.
Over 98% of the Bank business is on computers. The
Bank installed 85 ATMs during the year taking the total
number of ATMs to 240.

PRODUCTIVITY RATIOS

Bank's Per Employee business mix went up from Rs.3.11
crore as on 31 March 2005 to Rs.3.64 crore as on 31
March 2006.

The Per Branch Business mix increased from Rs.30.73
crore as on 31%March 2005 to Rs.36.11 crore as on
31%March 2006.
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