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CHAIRMAN’S MESSAGE

Dear Shareholders,

1 It gives me great pleasure in presenting the first Annual Report of your

Bank as a listed entity. | thank all the shareholders for the overwhelming
response to the IPO as the issue was subscribed 32.03 times. Itis our
sincere endeavour to enhance value to our shareholders and all the
other stakeholders.

. You ali wilt be happy to know that the Bank in its Centenary Year has

made it a Mission “To be a Common Man's Bank” - providing all
products and services under one roof, at affordable cost and in a fair
and transparent manner.

. With this professed ‘Mission’, the Bank achieved the distinction of

making Union Territory of Puducherry, the first UT/State in the country,
fully covered by banking services. The Bank also
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opened a CBS Branch with ATM facility at Dharavi
(Mumbai), fo cater to the financial requirements of
even the metro/urban poor.

4. The Bank was the first to form an alliance with two
other Public Sector Banks to leverage the business
opportunities, harness the economies of scale and
face the challenges of consolidation, convergence
and competition.

5. Atthe macro level, the Indian Economy is on the
fulcrum of ever-increasing growth curve and the
real GDP growth is estimated at 9.2 per cent during
the financial year 2006-07. There is a continued
momentum in the industrial and services sector with
a growth of 11.3 percent and 11.0 percent
respectively. The Bank’s efforts are always directed
towards exploitation of the emerging growth
opportunities and repositioning its business portfolio
with the ultimate objective of maximization of shareholder's value.

8. | am happy to inform you that the Bank has posted a sterling

performance during the year 2006-07. The highlights of the
performance are:

® Net profit grew by 50.60 per cent to Rs.759.77 crore, highest
ever in the history of the Bank.

® Operating profit of the Bank registered a growth of 52% and
reached the highest ever level of Rs.1358.59 crore.

® Global Business of the Bank crossed the Rs. 75,000 crore mark
and touched Rs. 76,149 crore, registering a growth of 20.32%.

® Credit to pricrity sector constituted 49.37% of the adjusted
bank credit.

® Consistent efforts in the improvement of asset quality
have yielded positive results with the net NPAs falling to
0.35% from 0.79%.
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Return on Net worth for 2006-07 was higher at 27.70% as
against 23.52% for 2005—06.

Eamings per share as of 31 March 2007 were Rs.20.46 and
Book value per share was Rs.74.95.

The Bank’s major IT initiatives included taking Banking
Technology to the Common Man. The Bank launched its first
Biometric ATM in a rural area. Core Banking Solution was
implemented in 1029 of its branches capturing 92.71% of the
Bank’s business. The Bank has set up 426 ATMs and
customers can have access to 14500 ATMs in the shared
network.

Alternative delivery channels like Internet Banking, Phone
Banking, Mobile Banking and enhanced products like Muiti-
city cheque book facility are also available. Real Time Gross
Settlement system (RTGS) was operationalised at all the CBS
branches.

The Bank has realigned its investment portfolios in a systematic
way to maximize returns with risk mitigating techniques.

As a part of the Business Process Reengineering, the Bank
has streamlined the systems and processes to ensure high
productivity level of men and materials.

The Bank has ensured availability of various products and
services under one roof and is forging ahead in achieving its
vision of becoming the ‘First Choice of the Common Man',

The Bank has also put in place high standards of corporate
governance and Risk management practices to achieve
operational efficiency, financial excellence for a long term
sustainable growth.

Looking Forward

The financial sector and especially the banking sector are in
the midst of great transformation, driven by shifts in customer
preferences due to enabling technological innovations. Inthe
global competitive scenario, Bank has set upon the task of
repositioning itself to translate the new challenges into business
opportunities through Knowledge driven initiatives.

In the march forward as the Common Man's Bank, the preferred
focus areas would be SME sector, agriculture, SHGs, students
etc., besides providing seamless banking facilities to all its
customers.

The Bank’s constant endeavour would be to continue its
business operations as a technology driven, efficient and
financially sound organisation.

With warm regards,

Yours sincerely

K C CHAKRABARTY
CHAIRMAN & MANAGING DIRECTOR
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NOTICE

NOTICE is hereby given that the First Annual General Meeting of the
Shareholders of Indian Bank will be held on Wednesday, the 27"
June 2007 at 11.00 a.m. at IMAGE, MRC Nagar, Raja
Annamalaipuram, Chennai - 600 028 to transact the foilowing
business:

1. To discuss, approve and adopt the Balance Sheet of the
Bank as at March 31, 2007 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.

2. To declare dividends for the year ended March 31, 2007.

Place : Chennai
Date : May 31,2007

( K. C. Chakrabarty )
Chairman & Managing Director

NOTES:

1. APPOINTMENT OF PROXY:

A SHAREHOLDER ENTITLED TO ATTEND AND VOTE AT THE
MEETING !S 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 Head Office of the Bank not
less than four days before the date of the Annual General Meeting i.e.
before the closing hours of the Bank on Friday, the 22" June 2007.

2. APPOINTMENT OF AN AUTHORIZED REPRESENTATIVE:

No person shall be entitled to attend or vote at the Annual General
Meeting as the duly authorized representative of any body corporate,
which is a shareholder of the Bank, unless a copy of the resolution
appointing him/ her as a duly authorized representative, certified to be
atrue copy by the Chairman of the meeting at which it was passed, has
been deposited at the Head Office of the Bank with the Company
Sacretary, Indian Bank, Investor Services Cell, Krest Building, Old No.
26/27, New No.2, Jahangir Street, Chennai— 600 001, not less than
four days before the date of the Annual General Meeting i.e. on or
before the closing hours of the Bank on Friday, the 22™ June 2007.

3. ATTENDANCE SLIP-CUM-ENTRY PASS:

For the convenience of the shareholders, Attendance Slip-cum-Entry
Pass is annexed to this Notice. Shareholders / Proxy holders /
Authorized representatives are requested to affix their signatures at
the space provided therein and surrender the Attendance Slip-cum-
Entry Pass at the venue. Proxy / Authorized Representative of a
shareholder should state on the Attendance Slip-cum-Entry Pass as
“Proxy” or “Authorized Representative” as the case may be.
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4. BOOK CLOSURE:

The Register of Shareholders and Share Transfer Register of the
Bank will remain closed from Tuesday, the 19" June 2007 to
Wednesday, the 27" June 2007 (both days inclusive) for the purpose
of Annual General Meeting and for ascertaining the entitiement of
shareholders for payment of dividend.

5. 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 Monday, the 18" June
2007 and in respect of shareholders holding their shares in
dematerialized form as per the list provided to the Bank by the
Depositories as on Monday, the 18" June 2007 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 in Para 8 below
for the transfer of shares of the Bank.

7. ELECTRONIC CLEARING SERVICE FACILITY (ECS):

As regards payment of dividend, the Bank provides ECS facility to the
shareholders of the Bank, having their bank accounts in specified
cities. Shareholders holding their shares in physical form, who wish

. to avail ECS facility may authorize the Bank with their ECS mandate in

the prescribed form annexed to the Notice.  The request for payment
of dividend through ECS for the year 2006-07 should be lodged with
Registrar & Transfer Agent of the Bank viz., M/s Cameo Corporate
Services Limited at the address given in Para 8 below on or before
Friday, the 22™ June 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 Cameo Corporate Services Limited

(Unit : Indian Bank),
Subramanian Building,
No. 1, Club House Road,
Chennai - 600 002.

Shareholders holding shares in dematerialized form are requested
to intimate changes, if any, in their registered address and ECS
mandate details only to their Depository Participant(s).

9. REQUEST TO SHAREHOLDERS

a) Shareholders / Proxy holders / Authorized Representatives
are requested to bring their copies of Annual Report to the
Meeting. Please note that copies of the Annual Report will not
be distributed at the venue of the Annual General Meeting.

b) Shareholders may kindly note that no gifts/coupons will be
distributed at the venue of the meeting.

10.  Shareholders who wish to seek any information on the accounts
are kindly requested to write to the Investor Services Cell 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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DIRECTORS’ REPORT-2006-07

To
The Members,

The Bank entered into its Centenary Year in 2006-07. The Board
recalls with gratitude the founders of this great organisation and
places on record their appreciation to all who contributed to shape
the Bank into what it is today. The Board places on record the
support extended by the Government of India and the esteemed
customers in facing the challenges in the past and to emerge as a
competitive and strong Bank now.

Your Directors have great pleasure in presenting the Bank’s Annual
Report in its Centenary Year along with the Audited statement of
accounts, profit and loss account and the cash flow statement for the
year ended 31¢ March 2007.

The Bank in its Centenary Year celebrations has embarked upon a
new “Mission” which is “To be a Common Man’s Bank” -
providing all products and
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services under one roof, at
affordable cost and in a fair and
transparent manner. One major
initiative the Bank took during the year
was formation of alliance with two other
Public Sector Banks 50 as to leverage
the business opportunities.

The Bank, in order to augment its
capital, offered 25% of its shares to
the public in its Initial Public Offer and
the same was subscribed 32.03 times.
Consequently, the holding of

FHerdl I 3% AT FgrT | ‘r*
® 2005-06 & 650448 HRIG Bl GHT|
# a9 2006~ 072%1%{7\7%810#6\;?7
75977@@@@%50.609%@6 :
@ gfg T 2|
® fgd =St HITH H 2005 063%3481
afererd 9 3.60 ufierd a® e g4 |, |
® g et W oufyemt 2005—06 |

@ 1.16 giowd § 146 Hided 9w T

del
® ST DA SIUTT H AT 2006 @ 13.19 WIS 9 14.14 Ul
aF o gfg g5 | feer | ol 4 A" 2006 9% & 10.29 Ufererd

W g I T8 12.28 AT T T |

® cad uv UfAAT 200506 B 2352 UlARIT &1 g1 H 2006—07
& forg 27 70 ufoea a ugan|

® ufviR ety "1 2007 9% U 2046 VBT AR URITRR ¥&)
oI ©.74.95 Y& |

® I B WdHAF PRITR 75000 BIS P UR B 20.32
ufererd 1 gfg & $.76,149 FRIe TP ugAT |

® T O IRAT $.6286 HUS B JIF W ©.47091 IS B T,
s a8 @ fog 1540 wferera @ gfg 2

® aor Ifiy Wf3 ©.20,058 ®IS &L, SrTH 31.03.07 dF $.6573
TS (2023 lawa) @1 gfg ifea & M1 GET O T
T 61.71 fTeTT 8T |

® URIfGar & 3T Wi T13472 B T O S2797 AIS
1 g g2 (26.20 URIEE) 2 AT I FOT HT 49.37 HANT RET |

® iy Al d w1512 RS (3558 UfwE) H gl & W a8
T5761 BRIG T 3R Tt da 0T (GTERR) &1 24111 vl &7 |

RETURN ONAVERAGEASSETS

108

Government of India reduced to 80%.

1. FINANCIAL HIGHLIGHTS

® The Bank took forward its growth
-story with Operating profit increasing
to Rs.1358.59 Crore as against Rs.
893.65 Crore for 2005-06 - a growth
+ of 52.03%.

— - ® Net profit for 2006-07 was at
Rs 759.77 Crore as compared to Rs. 504.48 Crore for
2005-06, a growth of 50.60%.

® Net Interest Margin improved to 3.60% from 3.48% for 2005-06.

® Return on average assets improved to 1.46% from 1.16% for
2005-06.

® Capital Adequacy Ratio improved to 14.14 % from 13.19% as
of March 06. The CRAR of Tier | capital improved to 12.28%
from 10.29 % as of March 2006.

® Return on Net worth for 2006-07 was higher at 27.70% as
against 23.52% for 2005 - 06.

® Earnings per share as of March '07 was Rs.20.46 and Book
value per share was Rs. 74.95.

® (Global Business of the Bank crossed the Rs. 75,000 Crore
mark to Rs. 76,149 Crore registering a growth of 20.32%.

® Total Deposits grew by Rs. 6,286 Crore to Rs. 47,091 Crore, a
growth of 15.40% for the year

©® Net Advances were at Rs.29,058 Crore registering an increase
of Rs.6,573 Crore (29.23%) as on 31.03.2007. Overall Credit
Deposit ratio was at 61.71%

® Priority Sector Advances at Rs.13,472 Crore, grew by Rs.2797
Crore (26.20%) and constituted 48.37% of Net Bank Credit. (NBC)

® Agricultural credit grew by Rs.1,512 Crore (35.58%) to Rs.5,761
Crore and accounted for 21.11% of Net Bank Credit (NBC)
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The Bank financed 61469 Self Help Groups (SHGs) which included
57032 women SHGs and credit extended to SHGs grew by 28.09%
to Rs.503.07 Crore.

Record growth in Educational Loan at 84.21% to Rs. 632.36 Crore
benefiting 31141 students thereby bringing into Bank's fold young
customers.

Micro finance activities received a boost with the opening of a specialised
branch — Microsate branch to cater to such customers.

Total SSI lending at Rs.2132 Crore registered a growth of 30.31%.

Small & Medium Enterprises (SME) Sector received continued focus
and advances to this sector improved by 22.90%.

The Bank scaled new heights in the recovery of NPAs. During
2006-07, total recovery of NPA including Accounts Under Collection
{AUC) rose to Rs.653.50 Crore as against Rs.418.20 Crore last year.

Gross NPA was at 1.85% as against 2.91% for March 2006 and Net
NPA was lower at 0.35% as against 0.79% for March 2006.

Financial Inclusion: During 2006-07, 3,20,847 accounts were opened
under the scheme, out of which overdraft was extended in 36304
accounts for Rs.2.15 Crore.

Total branch network of the Bank increased to 1441 (in India) as on
31.3.2007 and within this the number of Core Banking Solution (CBS)
branches increased to 1029 by March 2007 from 506 as on 31.03.2006
thereby recording the fastest growth (103% in implementation of CBS.
The CBS branches covered 92.71% of bank’s business.

The Bank opened a CBS Branch with ATM facility at Dharavi (Mumbai)
to provide basic financial services to migrant workers and to cater to
financial requirements of Metro / Urban poor.

Total number of ATMs increased to 426 which included 96 offsite ATMs
and customers can have access to 14500 ATMs in the shared network.

The Bank’s IT initiatives involved opening of bio-metric ATMs and
providing the convenience of Banking to customers through alternative
delivery channels like Internet Banking, Phone Banking, Mobile Banking
and enhanced products like Multi City cheque book facility.

RTGS (Real time gross settlement) system was operationalised in all
CBS branches.

The Bank diversified into néw areas of business with new products and
services like Depository(DP) Services, Credit Card products, Mutual
Fund and Insurance products and sale of Gold Coins.

Bank has fully geared up for implementation of Basel Il guidelines from
31.3.2008.

The Bank has put in place all Risk Management systems to identify and
analyse Risk at an early stage, set and monitor the prudent limit and
manage them to face the changing risk environment.

Customer Service received the top most priority with all customers’
grievances attended ontime.

Under human resource development, the Bank moved to campus
recruitment and also recruited specialist officers in various areas. Training
infrastructure was strengthened.

Internal control system was strengthened with CBS connectivity and
regular inspections.
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