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THE SARASWAT CO-OPERATIVE BANK LUMITED

PERFORMANCE HIGHLIGHTS
(Rs. in crores)

. FORTHEYEAR MARCH 31, 2002 MARCH 31, 2001 %CHANGE
Total Income ‘ 479.98 412.86 16.26
Total Expendfture 376.69 31544 19.42
Operating Profit 103.29 97.42 6.03
Less: Extraordinary items - 9.05 -

Provisions 56.05 34.75 61.29
Gross Profit 4724 53.62 (-)11.90
Less: Transfer to Reserves 2124 30.20 (-)29.67
Net Profit 26.00 23.42 1,02
Foreign Exchange Business 15,778.00 9,005.19 75.21
AT YEAR END
Own Funds : 42504 336.80 2620

Share Capital 27.08 24.44 10.80

Reserves 397.96 312.36 27.40
Deposits : 3.377.68 2817.78 19.87

Current 287.85 270.81 6.29

Savings 7688.54 674.30 16.94

Term 2,301.29 . 1,872865 2289
Advancena: 2.043.39 1,805.43 13.18.

Secured 2,009.02 1,771.20 1343

Unsecured 34.37 3423 0.41
To Priority Sector : 1270.42 1.153.63 1012

Small Scale Industries 756.89 724.88 _ 442

Small Businessmen and Traders 115.83 9217 ' 2567

Other Priority Sectors 397.70 3457 . 18.87
Working Capital 4,117.07 3,410.61 20.71
Investments 1,651.98 ' 1,255,54 31.58
Borrowings and Refinance 74.93 82.80 (-)9.50
Overdues (%) - 10.81 9,14 1827
Net NPAs (%) 5.90 5.64 461
Capital Adequacy (%) . 13.08 . 14.28 (-)8.40
Members: (No.) _

Regular 85,636* 83272 . 284

Nominal . 2,51,277 2,30,397 © 9,06
Branches (No.) 75 72 417
Employees (No.) 1,781 1,801 . (.1

* Members holding 50 shares and above
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THE SARASWAT CO-OPERATIVE BANK LIMITED

NOTICE :

The Eighty-Fourth Annual General Meeting of the Members of The Saraswat Co-operative Bank Ltd., will be held on 3rd
August, 2002 at 2.00 p.m. at Birla Matushri Sabhagruha, 19, Marine Lines, Mumbai-400 020 to transact the following
business:

1. To consider the Annual Accounts, which consists of the Profit and Loss Account, the Balance Sheet, the Report of
the Board of Directors and the Reports of Internal and Statutory Auditors for the year ended March 31, 2002.

2. To appropriate net profit and declare dividend as recommended by the Board of Directors in the Annual Report for
the year ended March 31, 2002.

3. To appoint Internal Auditors for the year 2002-2003.
4, To amend the Bye-law No. 54
By Order of the Board of Directors

D.R. SHIRODKAR
Mumbai : 6th July, 2002. . Managing Director

NOTE : If there is no quorum within half an hour after the appointed time, the Meeting shall stand adjourned to 2.30 p.m.
on the same day and the agenda of the Meeting shall be transacted at the said venue irrespective of the rule of quorum in
terms of bye-law No.48.

Dividend, when declared, will be paid on or after 5" August, 2002 1o those members whose shares are fully paid-up on
March 31, 2002 and whose names are on the register on 6th July, 2002.

If any member desires to have information in connection with the accounts, he/she is requested to address a letter to the
Managing Director, so as to reach at the Secretarial Department, Mittal Court, ‘A’ Wing, First Floor, Vidhan Sabha Marg,
Nariman Point, Mumbai, 400 021, at least four working days before the date fixed for the Annual General Meeting so that
required information may be made available at the Annual General Meeting.

TO SERVE YOU BETTER :

> Members are hereby requested to kindly verify their names and addresses on the copy of the Annual Report sent to
them. The change in address, if any, may kindly be intimated to the Share Department for updating Bank’s records.

> Members are requested to avail of nomination facility by submitting prescribed nomination form as requured under
Section 27 of the Multi-State Co-operative Societies Act, 1984, and our Bye-Law No.19.

» Members enjoying Current / Savings Bank facility and desirous of crediting dividends to their respective accounts
are once again requested to record their standing instructions with the Share Department.

Unclaimed Dividends

Notice is hereby given that dividend for the year ended March 31, 1999 (78th dividend) if not drawn on or before
July 31, 2002 will be forfeited and credited to the Reserve Fund Account in terms of Bye-Law No. 68A.
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THE SARASWAT CQ-OPERATIVE BANK LIMITED

'DIRECTORS’ aeponr

Dear Members,

Your Direétors are pleased t¢'present the Eigtty-Fourth- Annual Report of the Bank- together wrth the Audtted Batance !
Sheet as at 31 March, 2002 and relative Profit dand Loss Account. :

ECONOMIC ‘BACKDROP AND BANKING ENVIRONMENT‘ :

The entire financial semou:aught ina gtorm since the. terrorrst attapk of Sep!embar 11 2001 on the World Trade Centre,
New York USA. There was a. global slowdown in Indystry as. well as in services. The co-operative sector inciuding your
Bqnig did not remain qnaﬁected S

a) The real GDP: growth from ‘agriculture and allled actwmes rmprovod 10 7.10 percertt. The industrial sector showed a
récessiort. The aredit bif-take of almost alf industries showad a décline with the axteption of iron.and steel; engingering [
- ‘and chemictale, it was observed that consumer durables and.homsing had helped-the credit demand .over this petiod.
Thig climate affected your Bank also. Our contribution to industrial sector declined but retail eans especially-housing
loans picked up during the year. All Banks vied:-with .one another to give housing loans at concessional rates. This-has
also led experts 1o speculate on the asset-liability mismatch, which may arise in the long run for banks.

b) The policy given to strengthenmg of domestic financial systems and |nternat|0nal financial archltecture has gatherad :
momentum and Co-operative Banks have aiso been brought under the purview of Basel Committee noms. Hehce, [
Capital Adequacy had become a critical issue and a chalienge for all. Many smaller Co-operative Banks found it
difficult to adhere to capital adequacy norms. Your Bank‘s capital adequacy ratio stands at 13.08 percent and is above
the requisite fokeel.: o r 5

¢) -Banking inﬂustr‘y is in a fluid state. It is retl@éﬁrtg a number of ¢ underiying development’ .The most important have
been advances in communication and information technology. However, for most Banks the biggest. challonge:has
N mbeen to put teghnology to optimum use. Any technological enhancement should make a Bank competent enough to
present adequate, timely and reliable information in a standardized form. Information deficiencies make it difffcutt to
anticipate and respond to crisis. Your Bank’s efforts to strengthen its technology backbone were further continsed in
the year under report.

MAJOR FINANCIAL REFORMS. PURING THE YEAR:

e “Foreign Banks wete allowed to hike their share in Indian Banks. This had threatensd the advantages which inherenﬂy 1
- Indian Banks enjoyed in terms of exiensive branch network, wide reach and numerous customers vis-a-vis foreign gt
banks. These advantages may now be available to foreign banks which they may avail in tie up with any Indian Bank. §

‘@ Bank rate and CRR were reduced in the Monetary Policy for, 2001 -02 . These moves aim at i 1ncreasmg Ilqmdrty S0 as
to allow for ea'sy availability of cPedit.

CO-OPERATIVF BANKS MAJOH CHANGES MOOTED DURING 2001-2002

LY inimum Lendlng Rate presgribed by the Reserve Bank of Indla (RBI) for Co-operative Banks was reguced to 12. 00
' &Aercent from 13.00 percent Subsequently, the mandatory Minlmium Lending Rate was abolished in the' Credit‘Poticy B}
“announced:by RBI in April 2002. Co—operaﬁve Banks can now decide the Minimum Lending Rate-based on their cost §
-of deposits, and other factors. _ . L e B

e  Capital Adequacy norms have been made applrcable from 31st March 2002. Your Bank has had a Caprtal Adequacy
of 13.08 percent as of 31st March, 2002. The prescribed Capital Adequacy is 8.00 percent. Unless profitability is g
increased, this norm will resuit in restricting the growth of Co operatlve Banks given the constralnts in ralsung the 32

~ Capital by the Co-dparaii?/e Banlés

W

A

® _ltis proposed to-aliow Urban. Go—operative Banksta grant loans:to. mdivlduals agamst security ot shares subject to
cartain parameters. \hur Bank has been adoqua cautious approach in this regard. -

o Itis made mandatory for all Urban, Eo-operatrve Bapk.s 1o have Audit Committee of their Board of Directors and itis
'prescrlbed that the approved loan proposals against shares should be placed before the Audit Cofmittee once ntwo B8
months. Banks have 1o ensure that loans are not granted to any individual whe is in any way connected with stock
trading.
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THE SARASWAT CO-OPERATIVE BANK LIMITED

e Normms for adhering to Asset Liability Management have been issued to the Co-operative Banks. Effective from 31st
March, 2003, Co-operative Banks shall have to submit the statements to RBI on a quarterly basis. The banks shall
have to assess the gaps in various time buckets and initiate proactive measures to manage the gaps.

e It is prescribed by RBI that with effect from April 1, 2003 Scheduled Urban Co-operative Banks must hold the entire
prescribed level of 25.00 percent SLR only in Government and Approved Securities.

In the ensuing year your Bank, which happens to be the largest Urban Co-operative Bank in the country, will aim at
maximizing satisfaction of all stakehoiders by augmenting revenues through initiatives in retail lending, personal banking
and reducing NPAs by taking advantage of the 'one time settiement scheme’. The-Bank shall atso look forward 1o achleving
higher growth rates in its credit portfolic as the mandatory Minimum Lending Rate for Co-operative Banks has since beean
removed by RBI. This will help make the pricing of advances offered by us compatitive 10 those of other banks. The banks
are in an environment which is extremely competitive and with increased pressure on their margins, the banks are
identifying other avenues to augment their income. With the passage of the new Insurance Act and subsequent rationalisation
of the sector, many banks have entered this sector. Banks also have the advantage of exploiting their branch networks
for delivering insurance-related products. Your Bank with strong presence in Metrapolitan Cities of Mumbai and Pune shall
also be venturing into this sector in the next financial year in association with an insurance company.

FINANCIAL PERFORMANCE OF THE BANK:
The salient features of financial performance of your Bank during the year 2001-2002 are summarized below :

(Rs. in crores)

Particulars March 31, | % To Working | March 31, | % To Working

2002 Funds 2001 Funds | % Growth
Working Funds 4117.07 3410.61
Total Income 479,98 11.66 412.86 12.11 16.26
Interest Income 384.17 9.33 357.69 10.49 7.40
Non interest Income 95.81 2.33 55.17 1.62 73.66
Expenditure 376.69 9.15 315.44 9.26 19.42
Interest on Deposits and Borrowings 266.44 6.47 217.49 6.38 22.50
Establishment Expenses 65.08 1.58 57.32 1.68 13.54
Administrative Expenses 45.17 1.10 40.63 1.19 11.17
Operating Profit 103.29 2.51 97.42 2.86 6.03
Less Extra-ordinary ltems 0.00 0.00 9.05 027 -100.00
Provisions 56.06 1.36 34.75 1.02 61.27
Gross Profit 47.24 1.15 53.62 1.57 -11.90
Transfer to Reserves 21.24 0.52 30.20 0.89 -28.67
Net Profit 26.00 0.63 23.42 0.69 11.02

PROFIT:

Your Bank has made an operating profit of Rs.103.29 crores as against Rs.97.42 crores for the previous year. The

operating profit grew at the rate of 6.03 percent. This year Bank’s profit from trading in Treasury Operations was Rs.48.62

crores. Treasury and Forex functions have together contributed more than 50.00 percent of Bank's total operating profit.

The Bank has declared a gross profit of Rs.47.24 crores as against the previous year's figure of Rs.53.62 crores. This

decline of 11.80 percent is largely due to increased provisioning on NPAs as per the Reserve Bank of India norms.

:owever, Bank achieved an increase in net profit of 11.02 percent which rose to Rs.26.00 crores from last year's
$.23.42 crores.
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THE SARASWAT COOPERATIVE BANK LIMITED

NET INTEREST INCOME

The Bank's interest income grew to Rs.384.17 crores up from previous year's figure of -Rs.357.69 crores registering a B
growth of 7.40 percent. The interest earned on advances was 10 the tune of Rs.208.72 crores as against :Rs.226.61 crores [
in the preyious year indicating a decline of 7.45 percent. Interest income from resources deployed in investment avenues
oomrlbuted Rs 174.02 crores as against Rs.131.09 crores in the previous year.

During the year, our avemge yleld on advances and that on investment was 11.72 percent and 10.44 percent showing a

decline from previous year's yield of 13.42 percent and 11.20 percent respectlvely Increase in provisioning which was B
netted out of interest and discount led to decline in yield on advarnices. Low yield '6ri investment wias ¥ keeping with the
market trend. Downward trend in interest rates also continued during the year under review,

The average cost of deposits marginally increased from 8.21 percent in the previous year t0.8.35 percent despite’ our
reducing the interest rate on deposits in quick succession on three occasions. This increased cost is attributable to
deposits mobilized under senior citizens scheme at higher rate of 11.50 percent. These deposits replaced the institutional
deposits of other Co-operative Banks. Sizeable institutional deposits were withdrawn during the year following restnctlons
imposed by RBI. ‘

NON-INTEREST INCOME (OTI'IE.R INCOME):

The other income of the Bank grew by 73.66 percent to Rs.95.81 crores from prewous year's of Rs.55.17 crores. The
main‘contributor was proflf on sale of securities, which grew by Rs.31.43 crores from the previous Rs.17.19 crores. it is
observed that contribution of other income Iin total income is increasing over the years. This income has come as a great
support as spreads are showing a decline.

OPERATING EXPENSES: ‘ ' ,

The Bank’s operating expenses grew by 3.04 percent over the year 2001.The maximum share (59.00 percent).in [
operating expenses was of salary. Establishment expenses as a whole, however, have shown a negative growth as
compared to last year. These expenses have marginally declined from.13.66.37 crores to Rs.65.08 crores in the previous [
year. Administrative expenses have héwever increasedby 11.17 peroent over the previous year.

PROVISIONS AND coﬁmueeucuss-

The Bank made provisions of [s.56.05 crores for bad and doubtful debts as agamsf Rs.34.75 crores in the previous year,
Provision was increased on account of following factors:

e Changes in provisioning norms made app!ncable by RBI.
® Change in the status of major accounts from Sub-standard to Doubtful on account of the increased age. .

¢ Recessionary trends in the economy which led to poor performance of many a lndustry and resuftant defauit m
payment of itterest andlor principal repaymem '

MOVEMENT OF NPAS FOR THE YEAR 2001-2002 :

oo

A

Groas NPAs . - (Rs. in crores)
" As on 31st March, 2001 177.81
Additions during the year 93.57
Reductions diring the year 18.67
As on 31st March, 2002 252.71
Provisions: ' 1 p—
As on 31st March, 2001 69.91
Additions during the year 61.59
Reductions during the year 10.22
As on 31st March, 2002 121.28

Less: DICGC/ECGC Claims and
part payment of NPA received

and pending adjustment ' 10.78
Net NPA's '
As on 31st March, 2002 120.65

As on 31st March, 2001 101.82
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THE SARASWAT CO-OPERATIVE BANK LIMITED

APPROPRIATIONS:

According to Section 61- of the Multi-State Co-operative Societies Act, 1984, following appropriations cut of net profit
available for distribution are recommended by your Board.

(Rs. in l'akhs)

2001-2002 2000-2001

Reserve Fund 650.11 5q5.51
Provision for payment of contribution to Education Fund of N.C.U.l. 26.01 23.42
Dividend - 2001-2002 @ 20% {for 2000-2001 @ 18%) 492.05 390.00
Provision for ex-gratia payment to the employees 800.00 765.00
Building Fund 537.24 458.05
Members' Welfare Fund 20.00 20.00
Provision for Staff Welfare Fund 10.00 10.00
Provision for Public, Charitable & Co-operative purposes 65.00 90.00
Balance to be carried forward to the next year 0.04 0.05
Total 2600.45 2342.03

DIVIDEND:

Your Directors are pleased to recommend a regular Dividend of 15.00 percent per annum plus Special Dividend of 5.00
percent making a total of 20.00 percent for the year ended March 31, 2002.

ASSETS:

Your Bank's total assets grew by 20.71 percent aver the previous year from Rs. 3,410.61 crores to Rs 4,117 .07 crores.
During this period the advances portfolio increased from Rs.1,805.43 crores {o Rs.2,043.39 crores, thereby: showing an
increase of 13.18 percent. The growth is in keeping with the ‘Business Plan’ approved by the Board for 2001-02. Investments
increased by 31.58 percent from Rs.1,255.54 to Rs.1,651.98 crores this year. In Bank's credit portfolio 55.00 percent
share was of industrial sector and 18.00 percent was of retail sector. Bank’s thrust on retail segment continued. With the
recent amendment in Monetary Policy of April 2002 regarding 50.00 percent of risk weight to he assigned 10 housing loans
secured by residential property and tax reliefs for intarest on housing loans, it shalt remain the thrust area for next year
also.

LIABILITIES:

The Bank's aggregate liabilities {(excluding capital and reserves) grew by 20.11 percent. The deposits increased to
Rs.3,377.68 crores from Rs.2,817.76 crores growing by nearly Rs.560.00 crores i.e. 19.87 percent. Target of Rs.3,380.00
crores was set in the Business Plan for 2001-02. During the year, Bark introduced Senior Citizen Scheme and' garmered
nearly Rs.150.00 crores of deposits. The low cost deposits formed 31.87 percent of total deposits and. showed an
increase of 11.78 percent. in the Monetary Policy for the year 2001 after the Madhavpura scam, RBI had directed that
Co-operative Banks shall not keep inter-bank deposits. This Policy measure of RBI resulted in your Bank lgosing
inter-bank deposits to the tune of Rs.133.00 crores. The loss was made up by deposits mobilized under Senior Citizen
Scheme and the Bank thus maintained the momemtum of deposit growth inspite of adverse circumstances.

IN A NUTSHELL, ASSET LIABILITY POSITION OF THE BANK IS AS FOLLOWS:

Particulars March 31,2002 March 31,2001 % increase
Deposits 3,377.68 2,817.76 19.87
Saving 788.54 674.30 16.94
Current 287.85 270.81 6.29
Term 2,301.29 1,872.65 22.89
Advances 2,043.39 1,805.43 13.18

Investment 1,651.98 1,255.54 31.58
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