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DIRECTORS' 83" ANNUAL REPORT

Your Directors have pleasure in presenting the Eighty
Third Annual Report, the Audited Balance Sheet as at and
the Profit & Loss Account for the year ended, 31st March
2007, along with Auditors' Report.

PERFORMANCE HIGHLIGHTS

Performance highlights for the financial year in the key
financial areas are as under: -

(Rs. in crore)

Particulars As on /for the As on / for the

year ended year ended

31.03.2007 31.03.2006
Deposits 14037.44 13243.16
Advances 9552.68 7791.57
Investments 5048.16 5548.58
Total Income 1430.52 1184.84
Operating Profit 356.58 328.29
Net Profit 177.03 176.03

Your Bank witnessed satisfactory growth in all the key
business variables during the year. The total business
turnover of the Bank touched Rs. 23590.12 Crore, an
increase of 12.15% over the preceding year. The total
assets of the Bank increased from Rs 14953.27 Crore to
Rs. 16222.52 Crore recording a growth of 8.49%. The net
interest income rose from Rs.365.97 Crore to Rs. 419.86
Crore thereby registering a growth of 14.73% due to good
growth in advances. The operating profit increased from
Rs.328.29 Crore to Rs.356.58 Crore showing a growth of
8.62%. However there is a marginal increase in Net profit
which is mainly on account of higher provisioning for
Depreciation oninvestments.

The total deposits of the Bank grew from Rs.13243.16
Crore as on 31.03.2006 to Rs. 14037.44 Crore as on
31.03.2007, registering a growth of 6%. During the year
low cost deposits of the Bank namely Savings and
Current Account deposits has shown an impressive
growth of 18.65% over the previous year.

The total advances grew from Rs. 7791.57 Crore as on
31.03.2006 to Rs. 9552.68 Crore as on 31.03.2007, an
increase of 22.60%. While agricultural advances
increased from Rs. 737.33 Crore to Rs. 791.39 Crore, the
priority sector advances increased from Rs.2772.20
Crore to Rs. 3058.90 Crore. The lendings under various
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sacio-economic schemes have shown satisfactory
progress.

The total investments of the Bank as on 31st March 2007
stood at Rs. 5048.16 Crore as against Rs.5548.58 Crore
as on 31st March 2006 showing a reduction of 9.02%. The
average modified duration of the investment portfolio,
AFS category, stood at 3.73 years.

PROFIT
Your Bank posted an operating profit of Rs. 356.58 Crore

forthe year as against Rs.328.29 Crore for the fiscal 2006.
The net profit of the Bank increased from Rs.176.03 Crore
toRs. 177.03 Crore.

APPROPRIATIONS
The net profit of Rs. 177.03 Crore which along with a sum

of Rs. 0.06 Crore brought forward from the previous year
aggregated Rs. 177.09 Crore is appropriated as under.
The corresponding figure for the previous year was
Rs.296.04 Crore (including Rs.120.00 Crore transferred
from Investment Fluctuation Reserve).

Appropriation Rs.in crore
Transfer to Statutory Reserve 107.00
Transfer to Capital Reserve 1.38
Transfer to Revenue & General Reserve 19.00
Transfer to Proposed Dividend

(including tax there on) 49.69
Balance carried to Balance Sheet 0.02
Total 177.09
DIVIDEND

Keeping in mind the overall performance of the Bank and
the positive outlook for the future, the Directors are
pleased to recommend a dividend of 35%. The total
amount of dividend proposed to be distributed is Rs.
42.47 Crore, which is 16.74% higher than the amount
distributed for the year ended 31.03.2006 (Rs. 36.38
Crore). The dividend payout ratio for the year stands
higher at 23.99% as compared to 20.67% during the year
2005-06.

EARNING PER SHARE / BOOK VALUE

The earning per share (weighted average) and the book
value of the share stood at Rs.14.60 and Rs.102.08
respectively as on March 31, 2007.
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NET OWNED FUNDS AND CAPITAL ADEQUACY
RATIO

The net owned funds of your Bank increased from
Rs.1111.13 Crore to Rs.1238.63 Crore, registering a
growth of 11.47%. The capital adequacy ratio decreased
from 11.78% as on 31st March 2006 to 11.03% as on 31st
March 2007 after taking into account the market risk on
investment as per Reserve Bank of India guidelines. The
Bank has been consistently maintaining Capital
Adequacy Ratio well above the norm of 9% stipulated by
the Reserve Bank of India.

FOREXBUSINESS

During the year, the Bank achieved foreign exchange
business turnover of Rs. 6101.16 Crore as against Rs.
4638.59 Crore for the previous year, registering a growth
of 31.53%. The advances to export sector increased from
Rs.894.81 CroretoRs. 1095.31 Crore.

NON-PERFORMING ASSETS

Your Bank has been focusing on containing the non-
performing assets, through better credit monitoring as
well as intensified drive for the recovery of the impaired
assets. Asset Recovery branches and steps under
SARFAESI Act 2002 for speedy take over and disposal of
the assets of defaulting borrowers resulted in reduction of
Gross NPA from 5.13% as on 31.03.2006 to 3.95% as on
31.03.2007. The Net NPA stood at 1.22% as on
31.03.2007.

CREDIT RATING

The credit rating agency, ICRA Ltd. (ICRA), one of the
leading credit rating agencies of the country has
accorded' A1+ 'rating to the Bank's Certificate of Deposit
Programme. The rating symbol, 'A1+" indicates highest
degree of safety for timely payment of principal and
interest. '

DISTRIBUTION NETWORK

During the year under report, the Bank has opened 13
branches, one each at Guwahati, Kolkata-Rash Behari
Avenue, Bhopal, Bangalore-HSR Layout, Mogappair

(Chennai), Bilaspur, Allahabad, Sajipa-Muda, Panipat,
Kenpur, Siliguri, Agra and Jodhpur; upgraded Mumbai-
Borivli-Don Bosco High School Extension counier and
Kolhapur-SIBER Extension counter into full-fledged
branches; opened 31 new ATM outlets at various
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locations and opened a Service Branch at Delhi. With
this, as on March 31, 2007, the Bank has altogether 410
branches, 106 ATM outlets, 7 Extension Counters, 8
Regional Offices, 1 International Division, 1 Data Centre,
4 Service Branches, 2 Currency Chests, spread over 19
States and 2 Union territories. Further, during the year
2006-07, the Bank has shifted its 16 existing branches to
new premises for the convenience of customers.

MANAGEMENT DISCUSSION AND ANALYSIS

Economic Scenario

The macroeconomic performance of Indian economy is
showing a strong acceleration in the growth. The Real
GDP growth, for 2006-07 was placed at 9.2% as against
9.00% in the previous year. While the industry grew by
10.2%, as against 8.0% in the previous year, the
agricultural and allied sectors estimated to have
registered a growth of 2.7 % in 2006-07.

The average annual inflation as measured by variations in
the wholesale price index (WPI) on year-on-year basis,
increased from 4.1% at the end of March 2006 to a
moderate level of 5.7% on March 31, 2007. During the

year the inflation has reached a high level of 6.7% in -

January 2007.

The foreign exchange market has witnessed generally
orderly conditions during 2006-07 with the exchange rate
exhibiting two-way movements. During the year 2006-07,
the rupee appreciated by 2.3% against the US dollar and
2.7% against the Japanese yen, but depreciated by 6.8%
against the euro and by 9.0% against the pound sterling.
The foreign exchange reserve rose to US $ 199.2 billion,
anincrease of US $ 47.6 biliion during the year.

Banking Scenario

During the year 2006-07, the aggregate deposits of the
scheduled commercial Banks increased by 23.0%
(Rs.4, 85,210 Crorej as against 18.1% (Rs.3, 23,913
Crore) during the previous year. Demand deposit growth
slowed to 16.0% from 27.5% in 2005-06 but time deposit
grew by 24.5% compared to 16.4% growth in 2005-06.
The increase in time deposit is mainly due to favourable
interest rate differentials compared to postal savings,
extension of tax incentive on long term Bank deposits,
aggressive attitudes of Banks to mobilize deposits,
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surplus funds available with cash-rich private and public
companies and higher growth in non resident deposits.

The acceleration in real activity propelled a sizeable
expansion in monetary and Banking aggregates in 2006-07
for the fourth year in succession. The Bank non-food
creditincreased by 28.0% on top of 31.8% in the previous
year. The incremental non-food credit-deposit ratio
edged down to 84.6% during 2006-07 from 109.3 percent
in the previous year. Commercial Banks' investments in
Government paper, approved securities, bonds /
debentures / shares of public sector undertakings and
the private corporate sector and commercial paper
. increased during the year compared to the previous year.

Opportunities Ahead

Your Bank has excelled in providing ‘State of the Art’
Banking technology to the ever changing needs of the
Customers, thereby opening up new opportunities to the
Bank. Your Bank has conceptualized ‘any time/Anywhere
Banking' by adopting Core Banking way back in the year
2000, 'Anytime Money' by introducing automated teller
machines in the brand name “Moneyplant” along with
VISA international debit card, 24x7 Banking by launching
“MoneyClick” Internet Banking. 395 Branch/Offices of
your Bank have been inter-connected, covering about
98% of the Bank's total business. Your Bank has made
“value additions to the above service channels by
introducing services like 'Multi Branch Banking, Multicity
cheques, Flexi term deposits, Debit card with credit line,
Payment of Utility Bills, Railway Ticket Booking' thro'
Money Click etc. Being at the fore-front, your Bank is
extending Demat services under the aegis of CDSL and
has also forayed into distribution of Mutual Fund products
of M/s. Franklin Templeton Asset Management (India)
Pvt Ltd.

Your Bank, by virtue of becoming a member of ATM
networks like VISA', 'NFS', ‘Cash Tree' besides continuing
the bilateral arrangement with Corporation Bank, has
enabled access to nearly 1 million ATMs and 25 million
POS across the globe for its card holders. Bank is also
facilitating inward remittance facility through Western
Union Money Transfer which has enabled vast section of
population to receive hassle free remittance from abroad.

The Bank is planning to enable 'MoneyClick' as a
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payment gateway for shopping that covers vast areas of
businesses like Hotel booking, Ticket booking, purchase
of goods etc. Your Bank is planning to introduce mobile
top-up thro' ATMs and Internet Banking, besides
launching value additions like SMS Alerts to Non-
MoneyClick customers, Utility bill payment & Air ticket
booking thro' ATMs etc. Your Bank is also planning to tie
up for online trading in shares. Your Bank is planning to
increase the number of own ATMs to 150 by 31.03.2008.

Your Bank has corporate agency arrangement for
distribution of both Life and General Insurance products
with Met Life India Insurance Co. Ltd. and Bajaj Allianz
General Insurance Co. Ltd. respectively.  This
arrangement has contributed substantially 1o enhance
the other income of the Bank. The Bank has made
arrangements to join a joint venture company for General
Insurance with other Public Sector Banks/Corporate
Bodies.

SEGMENT REPORTING
The Bank has identified two business segments viz,,
Treasury and Other Banking Operations.

Treasury Operations:

Treasury Operations mainly comprise of surplus Statutory
Liquidity Ratio (SLR) and non-SLR investments. During
the year-ended March 31, 2007, the Bank has earned
total revenue of Rs.198.67 Crore from Treasury (Previous
year Rs.219.80 Crore), with a net result of Rs. (-) 43.22
crore (Previous year Rs.11.50 Crore).

Other Banking Operations:

Other Banking Operations mainly consist of Advance
portfolio of the Bank and SLR securities to the extent of
SLR requirements. During the year-ended March 31,
2007, the Bank has earned total revenue of Rs. 1231.85
Crore from Other Banking Operations (Previous year
Rs.965.01 Crore), with a net result of Rs. 342.94 Crore
(Previous year Rs.284.12 Crore).

Risks and Concerns

Risk is the integral part of the Banking business and your
Bank aims to achieve an appropriate trade off between
risk and return and thereby maximize shareholder value.
Of the various types of risk the Banks are exposed to, the
more important are credit risk, market risk (which
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includes liquidity risk and price risk) and operational risk.
Effective risk management is critical to the Bank's
success. Under the supervision of the Board of Directors,
your Bank has already formed committees, for
identification, measurement, monitoring and
management of risks, to mitigate their adverse impact on
its financials. Your Bank has finalized its “Road Map for
BASEL Il implementation” and has initiated necessary
steps to streamline systems, strategies for a smooth
transition to BASEL Il framework within the time period
stipulated by the Regulator.

Internal Control Systems

The Board of Directors of the Bank have already put in
ptace well articulated internal control measures
commensurate with the size of the Bank and complexity
of operations. The Audit committee of the Board of
Directors is supervising the internal audit and compliance
functions. The system of regular inspection, credit
inspection, short inspection and concurrent audit of
select branches form part of the internal control
mechanism. Besides, the Bank has been ensuring stock
audit and credit audit of large borrowal accounts by
professional audit firms to further strengthen the credit
administration. The Bank has already introduced Risk-
Based Internal Audit system, as mandated by the
Reserve Bank of India and all the branches have been
subjected to such audit. Adequate measures have been
taken to work under the computerized environment. The
computerized offices are additionally subject to EDP/IS
audit to mitigate the associated risks. Concurrent audit of
Data Centre (Including Disaster Recovery Site) by a
competent external IS Audit firm, has been put in place
duringthe year.

Human Resource Development

Development of human resources is an important factor
for the development of any industry. Banking is not an
exception to that. It involves various aspects like
continuous training, rewards by way of promotions,
appreciations etc. During the year 2006-07, 1424
Officers, 517 clerks and 68 Sub-staff were given training
under various aspects to update / improve the
knowledge. Staff Training College of the Bank has got
state of the art infrastructure facilities and expert facuity
members to impart training to the staff members. Bank is
also a member of Southern India Bank's Training College
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