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Your Directors have pleasure in presenting the
78th Annual Report, the audited Balance Sheet as at
and the Profit and Loss Account for the year ended
March 31st, 2002 along with Auditors' Report.

Economic Scenario
The Financial year 2001-2002 continued to

witness very moderate growth in Indian economy and
.the banking sector. The GDP growth was estimated at
5.40% as against 4.00% in the previous year. The
overall growth of the industrial sector is estimated to
be 3.30%, which is lower than 6.20% in the previous
year.The agricultural sector has reportedly grown only
by 5.70% as against a negative growth of 0.20% in the
previous year. The service sector was estimated to
grow by 6.2% as against 5.0% in the previous year.
The annual rate of inflation as measured by variations
in wholesale price index (base 1993-94=100), declined
from 4.9% in the end March 2001 to 1.40% by end
March 2002. The annual growth in Broad Money supply
was-14.00% as against 16.80% during 2000-2001.
The foreign exchange reserves reached US $ 54.15
billion.
Performance of your Bank :

(R$. in crore)
For the year ended

March 2002 31 March 200131
Deposits
Advances
Investments
Total income
Operating Profit
Net Profit

7001.48
3417.54
3467.15

984.26
250.88

91.13

6075.50
2828.22
2787.01

743.37
136.07

45.41

We are happy to report that your Bank's total
business has crossed Rs. 10000 crore. The deposits
increased from Rs. 6075.50 crore to Rs. 7001.48 crore,
recording a rise of 15.24% over the previous year. The
Non Resident deposits of the Bank rose to Rs, 531.78
crore from Rs. 467.10 crore in the previous year.

The net advances of your Bank have increased
from Rs. 2828.22 crore to Rs. 3417.54 crore recording
a rise of 20.84%. The advances to priority sector
increased to Rs. 1194.81 crore from Rs. 953.40 crore.
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The advances to priority sector along with the contribution
to Rural Infrastructure Development Fund (RIDF) and
SIDBI priority sector bonds formed 40.23% of the net
credit of the Bank. The lending under various socio-
economic schemes has shown satisfactory progress.

The net investments in Government and other
approved securities etc. of your bank stood at
Rs. 3467.15 crore in March 2002 as against
Rs. 2787.01 crore in the previous year registering an
increase of 24.40%.

The total assets have grown by Rs. 1086.14 crore
during the year recording a growth rate of 16.27%.
Profit

The operating profit has increased from
Rs. 136.07 crore to Rs. 250.88 crore with a growth
rate of 84.38%. The net profit increased from 45.41
crore to 91.13 crore with a growth rate of 100.68%.
Appropriations

The net profit of Rs. 9112.90 lakh earned during
the year along with a sum of Rs. 2145.09 lakh
transferred from Investment Reserve together with
Rs. 0.19 lakh brought forward from the previous year
totalling to Rs. 11258.18 lakh is appropriated as under.
The corresponding figure for the previous year was
Rs. 5079.97 lakh.

(Rs. in lakh)
1) To Statutory Reserve 6000.00
2) To Revenue and General Reserve 1615.69
3) To Exchange Fluctuation Fund . 68.00
4) To Development Fund 14.00
5) To Investment Fluctuation Reserve 2750.00
6) To Proposed Dividend 809.76
7) To Carry forward 0.73

Total 11258.18
Dividend

Keeping in mind the overall performance of the
Bank, a positive outlook for your Bank's future and to
give enhanced return to the shareholders, your
Directors are pleased to recommend a dividend of
60% for the year ended March 2002, which is subject
to the approval of the Reserve Bank of India, as against
45% disbursed in the previous year. The dividend for
the financial year 2001-02 is taxable and subject to
deduction of tax at source.
Earning per Share / Book Value

The earning per share (EPS) doubled over the
year from Rs. 33.67 to Rs. 67.57, while the book value
rose from Rs. 259.63 to Rs. 327.73.
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Forex Business
The foreign exchange turnover in terms of

exports, imports and remittances amounted to
Rs. 2930.50 crore in 2001-02 as against Rs. 3019.46
crore during the previous year. The marginally subdued
growth was on account of adverse developments in
international market. The level of export credits at the
end of the year was 12.73% of the net bank credit as
against the minimum of 12% prescribed by the Reserve
Bank of India.
Net Owned Funds/Capital Adequacy Ratio (CAR)

The net owned funds of your bank increased
from Rs. 349.88 crore to Rs. 441.98 crore. The Capital
Adequacy Ratio improved from 11.37% to 12,96% as
against the regulatory minimum stipulation of 9%. Of
this, Tier - I CAR was 11.10%.
Distribution Network

During the year under report the Bank opened
3 new branches, one Overseas branch in Bangalore
and the others at New Delhi - Lajpathnagar and Mysore
Vijayanagar II stage. At the end of March 2002 the
Bank had 357 branches, 3 Service Branches and 10
Extension Counters spread over 14 States and 2 Union
Territories. With a view to facilitating better customer
service, 6 branches have been shifted to new premises.

Management Discussion and Analysis.

Industry scenario
The year 2001-2002 witnessed further

liberalisation in the Indian financial sector. The Reserve
Bank of India (RBI) liberalized the Foreign Direct
Investment (FDI) in the Private Sector Banking
Companies by permitting investments upto 49%.
Foreign banks were given a choice of operating in
India either as a branch of the overseas parent or
through a 100% Indian subsidiary, which would then
be treated on par with Indian -private sector banks for
branch licensing and other requirements/obligations.
Foreign banks having a presence in India are also
permitted to take equity stake in Indian Banks.

The Reserve Bank of India reduced the
exposure limits for single borrowers from 20% of Tier
I capital to 15% of total capital effect ive from
31.3.2002. Trading on the Negotiated Dealing System
(NDS) commenced in February 2002 while the
Clearing Corporation of India had started its operation
earlier. Trading & settlement in government securities
and in foreign exchange market has as a result
become more transparent and secure.

The aggregate deposits of scheduled commercial
banks grew by 14.3% in the FY 2001-2002 as against
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18.4% (inclusive of deposits under Indian Millennium
deposits) in the FY 2000-2001. The economic slow-
down and post-September 11, 2001 scenario
dampened the credit off take. As at March 2002, the
aggregate deposits and advances of scheduled
commercial banks were at Rs. 1123416 crore and
Rs. 604487 crore respectively with a credit-deposit
ratio of 53.81%. Investment Deposit Ratio was at
39.07% with aggregate investment of Rs. 438928 crore.

During 2001-02, non-food credit registered a
lower growth of 12.8 per cent at Rs. 60,411 crore as
against an increase of 14.9 per cent at Rs. 61,176
crore in the previous year, reflecting deceleration in
Industrial production. The increase in total flow of
funds from scheduled commercial banks to the
commercial sector during 2001-02 including banks'
investments in bonds/debentures/shares of public
sector undertakings and private corporate sector,
commercial paper, etc. was also lower at 12.0 per
cent at Rs. 65,862 crore as against 16.1 per cent at
Rs. 75,791 crore in the previous year.

Despite the high level of government borrowing
programme during 2001-2002 there was adequate
liquidity in the banking system and softer interest rate
environment continued. The Cash Reserve Ratio
(CRR) to be maintained, by Banks was brought down
from 8.5 per cent at the beginning of the year to 5.5
per cent at the end of the year in 3 stages. The RBI
has indicated that it would continue the present stable
interest rate of environment including preference for
soft interest rates during FY 2002-03. The Union
Budget 2002 has already provided for a cut in interest
rates on special deposits, General Provident Fund
and other small savings schemes by 50 basis points
which is a signal towards lower interest regime and
this would facilitate lowering of interest on bank deposits
further.
Opportunities ahead

Your Bank is well aware of intensified competition,
recession in the economy, ever shrinking interest
spread and fluid future. The Bank has therefore,
embarked upon large-scale technology initiative in the
Banking operations and has successfully commissioned
new generation centralized core banking technology
called 'FINAGLE1. So far 70 branches have been
networked. Shortly the Bank will also install Automated
Teller Machines (ATMs) and it also plans distribution
of Insurance products. The new technology enables
the Bank to introduce new and innovative products
and more services to the customers of the Bank and
also cut operational cost, besides providing robust
MIS. The technology up-gradation will adequately bring
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in added efficiency, improvement in non-interest
income, new products and better customer satisfaction.
With the innovative approach to rural banking, with
thrust on retail banking and efficient treasury operations
the bottomline is expected to grow reasonably well in
the future. Your Bank has also given consultancy
assignment to National Institute of Bank Management,
Pune for organisational restructuring and business
profile re-engineering of the bank.
Outlook

Your Bank has set a corporate goal of achieving
Rs. 13,000 crore of total business for the year ending
31.3.2003 and is hopeful of achievement through
improved customer service and operational efficiency.
The recession in the economy seems to be bottoming
out with indications of economic revival. The possible
business growth drivers are robust agricultural growth,
strong home loan demand, demand from the
information technology and infrastructural sectors.
Resource mobilisation can be achieved through strong
distribution network and improved visibility and
corporate branding. Overall prospects for the future is
perceived to be good.

Containment of Non Performing Assets (NPAs)
is a cause of concern of all Banks. Your Bank has
taken it up as a challenge and result-oriented efforts
in this regard have been put in place. With persistent
efforts and possible improvement in the legal system,
the Bank is confident of recovery of bad loans and
contain the NPAs at a reduced level.
Risks and Concerns

Commercial Banks in India face potential risks
both internal and external to the organisation. The
major risks the Banks face are Credit Risk, Market
Risk and Operational Risk. Your Bank has already put
in place adequate systems for identification, monitoring
and management of risks for the Bank as a whole, to
mitigate their adverse impact on its financials. The
Integrated Risk Management Committee is headed by
the Chairman and reports to the Board of Directors.
Prudential exposure limits are fixed, risk rating is
exercised and monitored and periodical reviews are
made by the Board of Directors. As on March 31, 2002
the gross Non Performing Assets stood at 10.43% of
the total Bank credit (Previous Year 10.89%) and the
net Non-Performing Assets net of provisions were at
5.90% (Previous year 6,93%). The Bank has made
provisions on advances on more conservative basis
than the regulatory requirement. The Bank has a full-
fledged setup to monitor the vigilance cases and initiate
pro-active measures.
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Internal Control Systems
Your Board of Directors have already placed

well-articulated internal control measures
commensurate with the size of the Bank and intricacies
of the business risk. The system of regular inspection,
short inspection, concurrent audit and inspection by
exception form part of on-site internal control besides
off-site supervision. Additionally your Bank has
introduced stock audit and credit audit to further
strengthen the credit administration. Computerised
operations are subjected to EDP audit. Administrative
wings are also put under effective inspection and audit.
Operational performance

We are happy to report the overall financial
performance of the bank during the year 2001-2002
has been quite satisfactory. The total income
increased by 32.40 per cent from Rs. 743.37 crore in
the previous year to Rs. 984.26 crore in the year under
report. Although the increase in the interest income
was only Rs. 89.35 crore subdued by falling interest
rates on advances and recognition of interest income
through prudential measures, the increase in other
income was by Rs. 151.54 crore recording 169.35%
growth representing significant incremental growth
from treasury operations. While interest expenditure
increased by Rs. 100.87 crore with incremental growth
of 20.10%, the operating expenses were contained at
Rs. 130.62 crore, forming only 13.27 per cent of total
income. The percentage of gross profit to gross
income was 26.94% as against 18.62% in the previous
year with the operating profit increasing by 84.38%
and net profit by more than 100%.
Human Resources Management and Development

Quality of the service rendered by an
organisation is very much dependent on the quality of
the people in that organisation. This is more
pronounced in a service industry like a bank. To provide
a qualitative and timely service your Bank has continued
to stress on aspects like efficiency, prompt and quick
service to its customers. Necessary training has been
imparted to the staff members both at the Staff Training
College of the Bank and at specialised outside
organisations to upgrade their skill. Adequate training
has also been imparted for up-gradation of skills to
operate improved technology.

As in the past your, bank has been able to
maintain cordial and healthy industrial relations with
the employees and workmen of the Bank. As a welfare
measure, your Bank has introduced group insurance
scheme covering the members of the Staff at various
levels. The number of people employed by your Bank
as on 31.3.2002 stood at 4144.
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Directors' Responsibility Statement
As per Section 217 (2AA) of Companies

(Amendment) Act, 2000, your Directors report that:
The Accounts for the year 2001-02 were

prepared by following the Accounting Standards in so
far as they apply to Banks. However with regard to
accounting for effect of change in Foreign Exchange
rates, the Bank has followed the FEDAI guidelines in
preference to Accounting Standard 11, as permitted
by RBI guidelines.

The Accounting policies adopted and applied
consistently by the Bank are in tune with the RBI
guidelines issued from time to time. Reasonable and
prudent judgements and estimates have been made
in the accounts so as to give a true and fair view of
the state of affairs of the Bank and of the profit of the
bank for the year ended on 31-03-2002.

The Bank had taken proper and sufficient care
for maintaining adequate accounting records in
accordance with the provisions of the Companies Act
in so far as they apply to Banks. The Annual Accounts
for the year ended 31-03-2002 have been prepared on
a 'going concern' basis.

Statutory Disclosure
The provisions of Section 217(1) (e) of the Act

relating to conservation of energy and technology
absorption do not apply to the Bank. The Bank has
however used Information Technology extensively in
its operations.

There were no employees who were in receipt
of remuneration for which particulars of employees
have to be disclosed pursuant to section 217(2A) of
the Companies Act, 1956, read with the Companies
(Particulars of Employees) Rules, 1975 and hence
they are not applicable.
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