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Assumption of Office by the Present Chairman
in the presence of Directors and
Senior Executives of the Bank.




TAMILNAD MERCANTILE BANK LIMITED

BOARD OF DIRECTORS - (Qui damitasat @yp (As on 31.07.2003)

Shri R.NATARAJAN - Chairman
Ay Qo g & eor

Shri S KANAGASABAPATHY

Him.eTen. sarmeumL 8

Shri P.S.SATHIYA SEELAN
Syl erad. F 5 Sw §eoe

Shri PNADARAJAN
Ay L BT gnesr

Shri B.RAMACHANDRA ADITYAN
AT Gomind 55 Hr 2, @ et

Shri D.V.AMANOHARAN
Am-1g-af). 1.0 Cewm &7 631

Shri S.MANOHARAN

Al erai.oGevtimas T 68T

Shri M.G.M.MARAN
&l eTLD . ghl.6TLD LT medT

Shri T.R.THAMILARASU
S92 T 1Bl pir o

Shri G.KATHIRESAN
Hlim. 2. & HC o oo

Shri S.SELVARATHINAM

Hm-eren.Qaowalm g Herid

Shri GEORGE JOHN - Additional Director, RBI Nominee

Sl(h. 22T &) anim et

Shri B.RAMANI RAJ - Additional Director, RBlI Nominee

-y o evot] el

Shri N.R.SRIDHARAN - Gentral Govt. Nominee Director

(- sravr . DL T 1] 1 6t

Shri N.R.KRISHNAN - Central Govt. Nominee Director

Bl -e1661 . 2, 1 . (1 @ w51 60T

?-Cpum_ &

>

cauwn AW

TAMILNAD
e
h

€

Shri S.TKANNAN - Alternate Additional Director, RBI Nominee

(1. 6T 61D 1q. . & 6031 6151 601

Auditors - sy HTmei)

M/s. J.Thomas Fernando & Co., Tuticorin

Smeurenitaet  Ogg.amoen  GuirsmendBm & Gar.  &nssiE@g..
Registered Office -, 1., 3 Akt

57, Victoria Extension Road, Tuticorin - 628 002.

57, aNEGrmilwm  erden eroet G, srese@g. 628 002,




TAMILNAD MERCANTILE BANK LIMITED

REGD. OFF g
ICE : 57, V.E.ROAD, TUTICORIN - 628 002

@QCAN
@Q/ rlz@

TAMILNA 5
‘al1 MNY©

VISION 2005
To

€merge Qs @

Technology driven Bank with

Business yvolume of

Rs. 10,000 Crore
00 Crore and

And Net profit of Rs.1
d below 5%

NPAs level containe
before March, 2005.




TAMILNAD MERCANTILE BANK LIMITED

QoM TILE

e

TAMILNAD
&
aaunn W

DIRECTORS' REPORT

Your Board of Directors have great pleasure in presenting
the eighty first Annual Report together with the audited Balance
Sheet as on 31st March 2003 and the Profit & Loss Account for the
year ended 31st March 2003.

1. National Economic scene

The year 2002-03 witnessed the worst drought conditions
never prevailed in the history of the country for the past 15 years.
The result was that the GDP growth remained at 4.4% as against
the projected level of 8% and the growth was marginally lower
when compared to the level of 5.4% achieved for the earlier year.
Despite the set back in the agriculture sector, the industrial climate
was very favourable with indications of increase in the production
of leading industries and there was a strong recovery in the
manufacturing sector. The industrial growth was 5.8% as against
3.2% in the earlier year. The annual inflation which touched a new
low of 1.3% as at the end of the previous year crossed 6% mark as
at the end of March 2003.

In view of the favourable investment climate the country’s
foreign exchange reserves had a sharp increase by as much as
USD 21.3 billion and reached the overall level of USD 75.4  billion.
When the world economy was struggling to survive,the country
could achieve a growth rate of 18% in exports.

2. Banking Scenario

Realising that a vibrant, resilient and competitive financial
sector is vital for sustaining the reform process in the real sector of
the economy, the Annual Policy Statements as well as mid-term
reviews of RBI have been focusing on the structural and regulatory
measures to strengthen the financial system. Emphasis has been
now placed on promoting financial stability through developing sound

risk management systems and enhancing transparency.

The banking scenario was characterised by excess liquidity,
pick up in non-foed credit and fall in interest rates. The enactment
of the Securitisation and Reconstruction of Financial Assets and
Enforcement of Security Interest Act, 2002 was an important

landmark in the ongoing financial sector reforms.

3. BANK’S PERFORMANCE

Your Bank had a successful year in its 81st year of operations
with its continued good performance.

The aggregate business of your Bank, in terms of both
deposits (excluding inter bank deposits) and advances, increased
from Rs.5468.68 crore in March 2002 to Rs.5996.24 crore in March
2003, registering a growth of 9.65% during the year.
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4. PROFIT AND APPROPRIATION

During the year your Bank has earned a net profit of
Rs.6376.34 lacs after making necessary provisions under various
categories. After adding thereto the surplus brought forward from
2001-2002 Rs.17.35 lacs there is an available balance of
Rs.6393.69 lacs which has been appropriated as under:

Transfer to: Rs. in lacs

Statutory Reserves 2000.00

Other Reserves 4325.00

Proposed Dividend for the year al 100%

(including tax on dividend) 45.76

Balance carried over 22.93
6393.69

5. DIVIDEND

Considering the continued satisfactory performance and the
overall growth in the business of your Bank during the year, your
Directors have proposed to recommend for a dividend of 100% to
the shareholders. An application is being submitted to the Reserve
Bank of India for their approval to declare dividend as proposed.

6. CAPITAL AND RESERVES

The Capital and Reserves of your Bank have increased to
Rs.396.89 crore from the previous year's level of Rs.331.95 crore,
showing an increase of 19.56% after effecting the proposed
appropriations.

7. CAPITAL ADEQUACY

The accretion to capital funds during the year amounted to
Rs.64.94 crore which raised the networth of the bank to Rs.396.89
crore. The Capital to Risk Adjusted Assets Ratio (CRAR) has been
maintained at a level of 18.54% as on 31-03-2003 as against 9%
prescribed by RBI.
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8. DEPOSITS GROWTH

The aggregate deposits of the Bank as on 31st March 2003
were Rs.4084.58 crore, thus achieving a growth rate of 9.51%
over the position as at the end of the previous year. The interest
rates of the Bank on deposits are kept in tune with the prevailing
trend in the banking industry.

2001-2002
YEAR

2002-2003
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The average cost of deposits which stood at 8.78% as at
31st March 2002 was brought down to 8.13% by 31st March
2003. Taking note of the declining interest rate scenario and the
dwindling spreads on deployment, the Bank restricted accepting
high cost deposits and inter bank term deposits.

DEPOSIT MIX
RUPEES IN CRORE
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9. ADVANCES PORTFOLIO

Your Bank continued its lending activities in conformity with
the credit policies announced by the Reserve Bank of India. Total
advances of your Bank increased by Rs.187.32 crore during this
period and reached the level of Rs.1959.98 crore. Advances made
to export sector by the bank stood at Rs.204.23 crore as on 31st
March 2003 which constituted 10.42% of total net bank credit.
Efforts are on to step up the flow of credit to export sector further.

The Bank continued its thrust in lending to small scale  indus-
tries, agriculture, other priority sectors and weaker sections. The
level of advances to pricrity sectors at Rs.799.88 crore was above
40% of the total advances as on 31st March 2003.

The Non Performing Assets (NPAs) have a direct bearing on
the earnings and profitability of the Bank. Recognising the
importance of recovery and reduction in the level of NPAs, the Bank
has initiated several measures in this regard during the year under
report. These include (i} vigorous follow up of all suit filed and long
pending NPAs (ii) making all out efforts to recover and regularise
the accounts which have turned out to be NPAs for the first time
(iii) identifying potential NPAs for effective follow-up, etc. The Bank
has constituted exclusive cells at Head Office, Regional Offices
and at certain major branches to speed up the recovery process.
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2002-2003
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ADVANCES
RUPEES IN CRORE
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10. INVESTMENTS AND TREASURY OPERATIONS

Your bank has made a beginning in trading of Government
Securities since 7th March 2003. During the month of March 2003,
the bank had done frading in Government Securities with a few
deals and made a turnover of Rs.64.07 crore. The bank had earmed
a profit of Rs.8.05 lacs as on 31.03.2003.

As against the move by banking sector to take advantage of
the declining trend in the yield on securities and book profit out of
sale of the securities with relatively higher yield, your Bank has
preferred to retain such securities so that the benefit of such
higher interest rates could be retained in the coming years also.

The Investments of the Bank increased by Rs.326.39 crore
and reached a level of Rs.2142.11 crore as on 31st March 2003.
The ratio of Bank’s Investments to total deposits as on 31.03.2003
was 52.44%.

The average yield on Investments during the year was 11.78%
as against the yield of 12.28% during the previous year. The income
from Investments, comprising interest and dividend earned during
the year was Rs.244.24 crore recording an increase of Rs.29.20
crore when compared tc such income earned during the previous
year.

11. FOREIGN EXCHANGE BUSINESS

During the year under review, the Foreign Exchange turnover
has increased to Rs.2413.74 crore recording a growth of 8.70%.
The profit on exchange transactions earned out of Foreign Ex-
change business has increased to Rs.8.89 crore during the year
under report.

International Banking Division, Chennai is providing comments
about forex market and the indicative rates based on the ongeing
forex market trend for every one hour in our website
www.tnmbcenline.com which has been well received by the cus-
tomers all over the world.

With SWIFT, the bank is able to enlarge the correspondent
banking relationship with various banks situated world-wide. This
has resulted in timely advising of import letters of credit, adjustment
of inward remittances, etc.

In line with the Reserve Bank of India’s initiatives, bank has
become a member of INFINET and Negotiated Dealing System (NDS)

2001-2002

2002-2003
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has been installed in the bank. Bank has become a member of The
Clearing Corporation of India Limited (CCIL) whereby the settlement
risk has been eliminated with regard to forex and money market
deals. To monitor and to have effective utilisation of the funds in
Reserve Bank of India’s account at various centers the bank has
installed Centralised Funds Management System(CFMS).

Reserve Bank of India is implementing Real Time Gross Settle-
ment (RTGS) an online real time payment and settlement system for
inter bank transactions. The preliminary works have been made by
the bank to implement this system. The system will facilitate quick
transfer of funds between account holders with various banks.

Bank’s thrust to increase credit to export sector was
continued during the current year also.
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12. BRANCH NETWORK

During the year 2002-03, the bank opened one new branch
at Gobichettipalayam, taking the total number of branches to 164 as
on 31st March 2003. The Bank with the aim of spreading its reach
and expanding the customer base, is in the process of opening its
branches at Kakinada, Ludhiana, Chennai Purasawalkam,
Thuckalay, Tirupathi, Kurnool, Mumbai Sion and Cuttack during the
current financial year.

The Bank has sought for the permission of the Reserve
Bank of India for opening its branches at 6 potential centres
viz. Chennai Koyambedu, Ooty, Palakkad, Indore, Nagpur and Delhi
identified by the Bank's Board, as a part of its Branch Expansion
Programme for the financial year 2003-04. The Bank plans to
increase its Branch network to 175 by the end of March 2004.

13. PERSONNEL

The Bank’s total staff strength was 2214 employees as on
31st March 2003, consisting of 657 Officers, 1173 Clerks and 384
other members of staff.

The Bank continues to lay emphasis on developing the
individual skills of its employees and providing a healthy and congenial
working environment so as to get maximum contribution from the
employees of the Bank.

The Bank's Staff Training College at Nagercoil conducted 55
programmes, imparting training to 381 Officers, 604 Clerical
employees and 75 Sub-ordinate staff.
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2413.74

2002-2003

Hemenser  allifleumdaid
cwrrdl L BwsTs g Hweaemw Cemille g ummenw &b
oS Ss6ET  fpeuth  2008b  eu(RLD  wrrFE 3D Esduile
amduilsr Gorss Hoerser 161 pergl sumrduildr elifleurmdein
smE Gaaumib srid  mTim,  ardouran,  Gasramer
UomFaelTdhahd, 555, ,eﬂ@t_'lu,_@, &ITHIG, (PO Fwedr
whoh sULTE Ydu GLasedla dHomersedr HAmiuspaTar
wpwpHsmer  eumdl  aHHG o (HImG.
sl elfunsssfhone GubEpT  @upan
Ozl Geuwdulce alwrury  elimsdéE amilyerer 6
wnwmiseily, Ssrag Oearomar  CemubCu@®.  2s1llg,
uresaTd, @EgnT, ErEyT whon Guad o du Gudssfie
g Peoerset  AplusneEh  pUin] SLesT_mer  2003-20046)
urrs  Mefral  asdllar UL s euse  alletrew Ul gisien g
miTE 2004 e Qodsmet Gorss  Emenseflar
eionTewllGame 175 SLe  pwiSselshe  sumd Sl ib
6 (% & HISTET Bl

12.

13. serifluy T el

sumrduilen 657  gidemilae, 1173 eTpssTHET  WHoID
Sp  Qazmfererisd  384b Cardg 20030 aimLLb  LOMTE
sun  Gaduiles Ginmss  ssmflurseiler  eravramlsams 2214
L EHLD.

ssr fluiaeilar 2 apuysdpafer Lwamer LW Ts
i ujn Gurml @ o Grraduwons oo @S
upan ouiled L1 esat| W T i) i &, LD (Blem e et GEOINICE A TN
pemfluirsesmrw  seliul’ L Apoer et dss 28w bl
aumd QaTirhs sawan OFausd  amdons.

ETsTRsTaa smopgesien sumSulsr LulpsE s gniuile

381 tgy;ﬁg!a;rrrﬂssﬁ, 604 m@;'m,ajfr&.@iT whmb 75 aasmL_lrﬁsmmJ



CANTILg
&

&
o
aauwn AW

TAMILNAD

TAMILNAD MERCANTILE BANK LIMITED

€

In addition to the in-house programmes, 125 officers were
deputed to other institutions in India like SIBSTC-Bangalore, BTC-
Mumbai, NIBM-Pune, IMAGE and Reserve Bank Staff College,
Chennai.

Various programmes conducted by FEDAI and training for
financing Self Help Groups conducted by the NABARD were
attended by the Officers from time to time. The Information
Technology Department of the Bank has imparted trainingto  enable
the branches to switch over from Integrated Banking Software to
FINACLE Software in a phased manner.

Industrial relations in the Bank continued to be cordial during
the year with frequent interaction between the management and
the Officers’ and Employees’ Associations and various staff welfare
activities continued to receive due attention. As a result, the per
employee business has reached a level of Rs.270.83 lacs as on
31st March 2003 from Rs.245.45 lacs in the previous year.
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There were no employees who were in receipt of
remuneration above the limit prescribed under Section 217 (2A) of
the Companies Act, 1956 requiring the Bank to furnish a
statement with particulars prescribed under the Act and the
Companies (Particulars of Employees) Rules, 1975.

14. STAFF MOTIVATION

As a measure of motivation the achiever norms have been
fixed and several awards/incentive measures have been
announced. Monthly newsletters are being sent to the branches
so as to create an awareness among the staff members about the
strategies to be adopted for the improvement in the business and
the achievement of the corporate vision. With the view to apprise
the day to day developments in the money market the news items
published in financial newspapers are circulated to the Executives
in the form of Flash News.

15. HOUSE KEEPING
The Bank continued to maintain its good track record in internal

house keeping. The books of accounts at all the branches have
been balanced and tallied upto 31st March 2003. Timely submission

270.83

2000-2001 2001-2002 2002-2003

9860 amL  sbGuelsar s n  Ulifley 217 (2A) &
o GiTem  au@IwaméE Gunéd  sbhuenh  aumduld  eTEs
pemflupDd  SUMEETS STOSEETE D% D& T el s s i
aeMé s UL alldma.

14.26m S T SHem 6T sen &% (Fall s S

semfluirsmen sard@allagn GUTHLE v AL sS6T
ofallédsiul ® & S mrEer LU w e Glu mien & M S eor
QIETIPMDSEHE @GS0 L [BeTetear.  eumsHuilar L BODT & &
@hsGsrmet @iy Qurml @  eflwrurrelnsdsers
sanfiuTseflar  SEm@Gopsmer  sedymsd  wTsEEaTmID
Qow d nLdsdm Sgnuul @ sumalarmer. B8 Flouelsr
BLalg mssmer  g@prin sy Quomlc @ B
Fhugsomo G0 dedr Gaalilpn wpesdus Gau Heefler
apsand oot swi gbdstisgsmbd @iuluBSog.

15. D GITHL_LI emL R GUBHS SISD
auBrdumarg e @E_UL ST QupEE  UHSse He

sm_ g s@h Aplys seowoou Garlika sol Uiy ss)
o mADE. 2003b euptb wrTE 31 CGadusTm  wenhsis
dSamengmefgnd  o6ten  sems@msar  GET  GFdwl o] (Heirerer.




TAMILNAD MERCANTILE BANK LIMITED

5 AT,

&

T
AMILNAD o
'oauwn W

and scrutiny of the control returns were given adequate importance
at all levels with necessary follow-up. The Bank continues to
attach great importance to house keeping to ensure that its good
performance is maintained in this regard.

There have been prompt reconciliation and speedy
elimination of inter branch entries. During the year under review, all
entries were reconciled within 30 days and the time gap for
elimination of entries remained at one month. There were no entries
in the system pending elimination for more than 30 days as on 31st
March 2003.

16. INTERNAL CONTROL INSPECTION / AUDIT

Inspection / Audit is one of the effective internal control
systems in the Bank. During the year 2002-2003, Internal
Inspection was conducted in 163 branches of the Bank out of the
total number of 164 branches leaving the Gobichettipalayam branch
opened during the year and the Inspection Reports have been
reviewed by the Committee of Executives and the Audit Committee
of the Board. Compliance Reports have been received from most
of the branches except a few.

Concurrent Audit system, another important tool of internal
control has been introduced in 52 branches including all the Foreign
Exchange “B" category branches covering 70.63% of the total
business of the Bank. Further, Treasury operations and Foreign
Exchange Department are also subjected to Concurrent Audit. Apart
from the branches covered by Concurrent Audit, Revenue Audit
was conducted in 106 key branches.

During the year Management Audit was conducted in
Currency Chest, Madurai, Chennai Service Branch, Staff Training
College and 3 Regional Offices by the Bank's Inspection
Department. In addition, the accounts having credit facilities of
Rs.100 lacs and above have been subjected to Post Credit
Supervision by the Inspection Department and 67 branches
involving 328 accounts have been covered during the year. In
order to comply with the directives of Reserve Bank of India your
Bank has conducted EDP Audit at the 143 computerised branches.

17. VIGILANCE

The Vigilance Department functioning at Head Office is
initiating corrective measures for improving the control systems &
compliance thereof and they lay down procedures and carry out
preventive vigilance exercises. It is also ensured that the
guidelines and directives issued by Reserve Bank of India are
implemented from time to time through the Compliance Officer
designated for this purpose.

There has been perceptible improvement in identifying the

staff lapses / fixing the accountability and also in disposing of the
disciplinary proceedings against staff.

18. CUSTOMER SERVICE
Your Bank has taken all efforts to render service of a high

standard to its customers and major recommendations of the
Goiporia Committee have been implemented.
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19. TECHNOLOGY UPGRADATION

The Bank has been a forerunner among the first generation
Private sector banks to go in for massive computerisation to cater
to the needs of the customers in the present situation of stiff
competition from the new generation banks which are fully
computerised. 146 out of the total 164 branches are
computerised which include some of the rural branches also.

The bank has been registering continued progress in its IT
sphere. The bank’s transition into centralised banking
environment with the Core Banking Solution - the FINACLE- has
given the bank the momentum towards hi-tech banking. The Data
Centre of the bank, functioning at TMB Pearl Towers, Chennai
conforms to international standards and has been operating since
January 2002. During the first phase of implementation ending 31st
March 2003 the bank had brought 61 branches across the country
and the Service Branch at Chennai under FINACLE.

Following implementation of FINACLE the bank has
introduced two new banking products - TMB Corporate and TMB
Flexi Deposit. While the former facilitates online inter branch
transactions on customer accounts, the latter bestows on
customers a scope for automatic deposit cushion on their
operative accounts in case of need. The bank has been exploring
possibilities to bring our new banking products both in the deposit
and loan portfolios. Efforts are on to implement Anywhere
Banking and also to introduce ATM service.

The bank has proposed to cover the rest of the branches
during the Second Phase of implementation of FINACLE to achieve
100% connectivity of branches.

20.ASSET LIABILITY MANAGEMENT & RISK MANAGEMENT

The ALM system was formally introduced in the Bank since
1st April 1999 and the Bank is covering 100% of its assets and
liabilities for the purpose of ALM. In terms of the guidelines issued
by the Reserve Bank of India on implementation of the Risk
Management system in banks, the Bank has constituted various
committees and established a separate department to measure
and monitor various risks. The Bank has charted out strategies for
complying with the guidelines of Reserve Bank of India and the
progress made thereon is being reported to the Bank’s Board and
the Reserve Bank of India periodically.

Reserve Bank of India is in the process of implementing
Risk Based Supervision (RBS) of Banks and Banks have been
initiating necessary measures to align themselves to meet the
requirements of the RBS. Your Bank has prepared a time bound
programme for putting in place the various components of RBS
including adoption of risk focused internal audit. The Bank is
confident of making a smocth fransition to RBS as required by the
Reserve Bank of India.
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21. BOARD / AUDIT COMMITTEE MEETINGS

The Bank’s Board had 22 meetings while the Audit Committee
of the Board met 6 times during the year.

22. CHANGES IN THE BOARD DURING THE FINANCIAL YEAR

i) Thiru Ganesan K.Chezhian resigned his office on
25.04.2002.

i) Thiru G.Kathiresan has been co-opted by the Board of
Directors as an Additional Director since 25.04.2002.

Thiru.A.Somasundaram appointed by Reserve Bank of
India as an Additional Director ceased to be a member
of the Board on 22.08.2002.

Thiru A.Rajagopalan ceased to be a member of the Board
on 29.08.2002.

v) Thiru S.Selvarathinam has been co-opted by the Board
of Directors as an Additional Director since 29.08.2002.
vi) Thiru R.Natarajan has become a director on 01.10.2002
consequent to his appointment as Chairman and Chief
Executive Officer of the bank in the place of
Thiru.S.Krishnamurthy who ceased to be the Chairman
and Chief Executive Officer on 30.09.2002.

The Board places on record its appreciation for the valuable
services rendered by the Directors who ceased to be members of
the Board of Directors during the year.

Appointment of Government Nominees

The Additional Principal Bench of the Company Law Board,
Chennai passed an order on 10th May 2003 in C.P.No.15 of 2003
filed by the Central Government directing the latter to appoint three
Nominee Directors on the Board of the Bank.

Pursuant to the above order of the CLB, the Central Govern-
ment by its order dated 30th May 2003 has appointed Thiru
N.R.Krishnan and Thiru N.R.Sridharan as its Nominees on the Board.

Appointment of Company Secretary

Thiru.K.K.Sharma has been appointed as the Company Sec-
retary of the bank since 18.11.2002.

23. STATUTORY AUDITORS

The Statutory Auditors of your Bank M/s.J.Thomas Fernando
& Co., Tuticorin were re-appointed in the 74th Annual General Meet-
ing of your Bank held on 19.12.96 and they are holding Office upto
the end of the next Annual General Meeting of your Bank with the
approval of the Reserve Bank of India.

24. OTHERS

As your Bank has no activity relating to conservation of en-
ergy and technology absorption, such particulars are not required
to be furnished under Section 217(2)(e) of the Companies Act,
1956.
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25. COMMENTS ON AUDITORS’ REPORT

The Notes on Accounts and Significant Accounting Policies
referred to in the Auditors’ Report are self-explanatory and does
not require Board's explanations as required under Section 217 (3)
of the Companies Act, 1956.

26. DIRECTORS’ RESPONSIBILITY STATEMENT
In the preparation of the Annual Accounts,

iy the applicable accounting standards have been followed
and material departures have been properly explained

i)y your Directors have selected such accounting policies
and applied them consistently and made judgements and
estimates that are reasonable and prudent so as to give
a true and fair view of the state of affairs of the Bank at
the end of the year under report and of the profit of the
Bank for that period.

iy your Directors have taken proper and sufficient care for
the maintenance of adequate accounting standards in
accordance with the various statutory provisions and

iv) your Directors have prepared the Annual Accounts on a
going concern basis.

27. SECRETARIAL COMPLIANCE

In terms of the provisions in Section 383A (1) of the Companies
Act, 1956 a copy of the Secretarial Compliance Certificate issued
by Thiru J.Balakumar, Company Secretary, Chennai is annexed to
this Report.

28. PRODUCT INNOVATION

The Bank has already introduced Fast Track Funds Transfer
Facility. In fast track funds transfer facility, customers at the
networked branches are provided with instant credit transactions.
The bank has launched many new retail loan products viz. TMB-
Car, TMB-Home, TMB-Education, TMB-Traders, TMB-Personal, TMB-
Rentals, TMB-Doctor, and TMB-Education (Short Term). ©On the
deposit front the bank is in the process of implementing TMB-Mobile
Current, TMB-Mobile Savings,etc.

29, VISION 2005 AND PLANS FOR THE CURRENT FINANCIAL YEAR

As per the vision the bank have set an ambitious target of
Rs.10000 crore total business and Rs.100 crore profit for the year
2004-2005. Judging by the past trends, the future prospects and
with the whole hearted co-operation of our dedicated workforce
and invaluable customers the vision is achievable.

The Bank has taken pro-active steps to develop its services
to suit the new environment and the needs of the discerning
customers. The focus in the coming years would be to achieve the
growth of retail assets, enhance exposure to micro credit and
consolidation of the existing credit portfolio. The substantial
technological improvements made by the Bank by networking its
branches will not only enhance the customer satisfaction but

[12]
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also enable the Bank to introduce a series of new products and
services during the year.

30. Annual General Body Meeting

The Annual General Meetings of the Bank for the years 1997
to 2003 and the adjourned AGM of the year 1996 could not be
convened due to disputes with regard to voting rights in respect of
67% of the total shares of the Bank.

The Bank has filed a suit (C.S.836/1998) before the Hon'ble
Madras High Court in the above matter and it is pending disposal till
the date of this report.

31. ACKNOWLEDGEMENT

The Board places on record its appreciation for the valuable
patrenage, co-operation and goodwill received by your Bank from
customers, fellow bankers, financial institutions and Non-Resident
Indians. The unstinted support and co-operation of the employees
and customers have been a consistent source of strength to the
Bank in all its endeavours.

The Board places on record its gratitude to Reserve Bank of
India and cther regulatory authorities, the Government of India and
State Governments for their continued guidance and support.

The staff of the Bank have been working with dedication and
deep commitment. Teamwork at every level well supported by ap-
propriate technology architecture, has been the hall mark of this
effort. The Board places on record its appreciation for the excel-
lent contribution made by each and every member of the staff,
which has made our achievements all along possible and continue
the same to reach our goals in the coming years.

For and on behalf of the Board
Place: Chennai
Date : 31.07.2003
Sd./-

Thiru.R.Natarajan
Chairman & Chief Executive Officer

€

30. aumLTEdr OQUTESGHW gl LD

1997b  eu(mL D (pHed 200D au(BHLLD  (pgL FL5S
Gauemnguw GUITIGIEGHD Fol L H/oeT DDDID Seme  apel SHiur L
19960 eu(RLSHEamer  QUIESEGLW GFl D &oTT 67
spals LB@Eseier g Bfomw  BgTer  gmam  sTgewoTe
Gl gpwallame. @& FboEsors  Gaasrd  wgrmen
swirpd waTpmsdar  GarEss  awpss  (C.5.836/1998)
Gehoufems Cud suepy Payemeawlss o arerg.

3. mevT Oy e

eudrEuileT  BTeLmEEFLD UMY FMBWTNTaH, S5 oub/dsa,
B8 Hosuemrest whon GauefipTiige afsEh @Fduisd
sumrdlller  Bg el ZAmeEbd  matndiinyy whpln  eumrdss

padu  gigmply, o gel g dwaindibe  UTrTL g e
Qafalsdmg.  eumrdl  senflurseilar  owoms s eopliy

IDOOID  SUTIg HaEnGUTeTTHEeMaT  abgmplil  aisrdullar  sTeveum
wpumfesilaud = masmewers  gndng.

suprEWleET  QWSEET @ unrs  Memel  susid,
CYiE SFTRSD  opoih  mrfley  ersset  whoib
QUPAAS  |LLOULIHSSID 6T S amentTi Al Sahbh@lD e iTeeT
alpmrdEll g sTallbEn,  oibsyorsersen mer Huflmer
FLomUI U986 Hagt gl

sumrdulest  senfluressr Bigrs mHum Bt Gawdaul’ B
aupdlaTmerT.  eTaem  Beoeullgud  2eier e fuiirsest
Qs domanias  wpw b, FEUTED e wmaumer  Glgnifa
BLusBamd GoTps oemselor Qewaum@sEps@n 2 gall
Ufdpg.  sme  srewrs  @sausd  smlFg  amHh
FTEMmTEEhES sumdl o fuiirsdr 9Lnmid LE/Smar G dbibi
Gy Hooe  sihs  smpmsToszdaud  Gs  Gemimb
ettt Loy Hmg

GuidbEpET  @upaler el g
@ Qesiemen

Gsd: 31.07.2003.

(gpL1LID) G Bl T gasr

SmeelT  WMmID  Smevan  Bireurs  odlemidl




To

LCMNTILE

TAMILNA
O 4y,
o
2
aaat AW

TAMILNAD MERCANTILE BANK LIMITED

€

THE MEMBERS

TAMILNAD MERCANTIILE BANK LTD.
57, V.E.Road,

Thoothukudi - 628 002

| have examined the registers, records, books and papers of M/S.TAMILNAD MERCANTILE BANK LIMITED ( the Company ) as required to
be maintained under the Companies Act, 1956, ( the Act ) and the rules made thereunder and also the provisions contained in the Memorandum
and Articles of Asscciation of the Company for the financial year ended on 31% March 2003 ( financial year ). In my opinion and to the best of
my information and according to the examinations carried out by me and explanations furnished to me by the Company, its officers and agents,
| certify that in respect of the aforesaid financial year:

1z

The Company has kept and maintained all registers as stated in Annexure ‘A’ to this certificate, as per the provisions of the Act and
the rules made thereunder and all entries therein have been duly recorded.

The Company has duly filed the forms and returns as stated in Annexure ‘B’ to this certificate, with the Registrar of Companies,
Regional Director, Central Government, Company Law Board or other authorities within the time prescribed under the Act and the
rules made thereunder.

The Company, being a Public Limited Company, has the minimum prescribed paid up capital.

The Board of Directors duly met Twenty Two times respectively on 24.04.2002, 25.04.2002, 18.05.2002, 26.06.2002, 27.06.2002,
25.07.2002, 26.07.2002, 16.08.2002, 29.08.2002, 13.09.2002, 30.09.2002, 01.10.2002, 24.10.2002, 25.10.2002, 28.11.2002,
29.11.2002, 10.12.2002, 27.12.2002, 08.01.2003, 31.01.2003, 18.02.2003 and 28.03.2003. The various Committee of the Board of
Directors of the Company duly met as stated hereunder:

No. Committee Description Number of Times Met on

1 HRM Committee Five 14.06.2002, 27.08.2002, 27.09.2002,
15.11.2002 and 28.02.2003

2 Computer Committee Nine 18.05.2002, 12.07.2002, 27.08.2002,
18.10.2002, 15.11.2002, 23.12.2002,
05.02.2003, 28.02.2003 and 19.03.2003

3 Business Committee Four 12.07.2002, 18.10.2002, 15.11.2002 and
10.03.2003
4 Audit Committee Six 14.06.2002, 06.07.2002, 12.08.2002,

27.09.2002, 23.12.2002 and 30.01.2003

5. Asset Liability Committee Three 25.04.2002, 26.07.2002 and 29.11.2002

In respect of all the above Meetings proper notices were given and the proceedings were properly recorded and signed in the
Minutes Book maintained for the purpose. There were no circular resolutions reportedly passed during the year under review. There
is no practice, however, of maintaining a Minutes Book for the purpose of recording circular resolutions.

The Company did not close its Register of Members as allowed by the provisions of Section 154 of the Act during the year under
review. During the year under scrutiny, the Company has not issued debentures nor has any outstanding debentures and, therefore,
the question of closure of Register of Debenture-Holders does not arise.

The Annual General Meeting of the Company for the financial year ended on 31.03.2002 has not been held during the calendar year
2002 or subsequently till the date of this report. Neither notice for such an Annual General Meeting has been issued to the Members
of the Company. While the Registrar of Companies, Chennai, Tamilnadu vide their letter No.1908/PC1/REJ/2001 dated 30.08.2002
directed the Company to hold the said Annual General Meeting before 30.09.2002, the Hon’ble High Court of Madras in W.P.No.41793
of 2002 and W.P.M.P.N0.61790 / 2002 vide its Order dated 25.11.2002 granted extension upto 31.12.2002. The Company lastly held
its Annual General Meeting for the year 1996 pertaining to the financial year 1995 — 1996. It is reported by the Company that Annual
General Meetings are not convened for want of directions interalia in the matter of certain legal issues involving voting rights, etc in
respect of certain disputed shares of the Company which are now pending before the Hon'ble High Court of Madras { C.S.No.836 /
98 ) and other Legal Forums. However, the Company has duly reported / submitted the reasons for not being able to hold Annual
General Meetings to the Registrar of Companies, the Reserve Bank of India and the relevant Legal Forums. In view of the above the
question of recording resolutions passed at the Annual General Meeting does not arise.
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No Extra Ordinary General Meeting was held during the financial year. No notice for any such meeting was issued to the Members
of the Company. The question of recording resolution(s) passed at such a meeting thereof, therefore, does not arise.

Since the Company is a Banking Company the provisions of Section 295 of the Act does not apply as provided by Section 295(2)(a)(ii)
of the Act.

The Company has complied with the provisions of Section 297 of the Act in respect of contracts specified in that Section to the extent
applicable to a Banking Company.

The Company has made necessary entries in the register maintained under Section 301 of the Act.

It is reported by the Company that there is no employee drawing Rs.20,000/- or more who is a relative of any one or more of the
Directors of the Company as enshrined in Section & of the Act read with Section 314 of the Act and Schedule 1-A to the Act..

The Board of Directors has approved the issue of duplicate share certificates.

The Company has:

(i) delivered all the certificates on lodgement for transfer / transmission or any other purpose after duly registering the
same in accordance with the provisions of the Act, save in those cases where technical infirmities leading to conten-
tious litigations were involved;

{ii) no dividend was declared by the Members of the Company as no Annual General Meeting was held during the year
under scrutiny as stated at para (6) above or recommended by the Board and therefore, the question of depositing any
amount in a separate bank account does not arise:

iii) no dividend was declared by the Members of the Company as no Annual General Meeting was held during the year
under scrutiny as stated at para (8) above or recommended by the Board and therefore,, the question of paying /
posting warrants to the Members of the Company does not arise. Consequently, no amount requires to be transferred
to the Unpaid Dividend Account pursuant to Section 205-A of the Act;

(iv) there are no application money due for refund / dividend / matured debentures and any interest accrued thereon which
have remained unclaimed or unpaid for a period of seven years or more and, therefore, the question of transferring
such amounts 1o Investor Education and Protection Fund does not arise. Section 205-C does not apply to deposits held
by the Company, a Banking Company;

(v) duly complied with the requirements of Section 217 of the Act.

As at the close of the financial year under review, the Board of Directors of the Company consists of the Ghairman appointed by the
Board of Directors with the approval of Reserve Bank of India under Section 35B of the Banking Regulation Act, 1949, ten Directors
appointed from time to time by the then Board of Directors, two Additional Directors nominated by the Reserve Bank of India under
Section 36AB of the Banking Regulation Act, 1949 and one Alternate Additional Director nominated by the Reserve Bank of India
under Section 36AB of the Banking Regulation Act, 1949, The capacity of Directors, other than the Directors appointed by the
Reserve Bank of India, to continue as Directors on the Board of the Company remains unresolved as the Adjourned Annual General
Meeting for the calendar year 1996 and the subsequent Annual General Meetings have not been held till the date of this report as
stated at para (6) above. This subject matter is one of the contentious issues pending before various Legal Forums. Subject to the
above facts, the Board of the Gompany is duly constituted.

Pursuant to Sub-Section (2) of Section 35-B of the Banking Regulation Act, 1949, the provisions of Section 269 read with Schedule
Xlll to the Act do not apply to the appointment of the Chairman and Chief Executive Officer of the Company, a Banking Company.
Consequently, there is no need for the Company to obtain any approval from the Central Government in respect of such appointment.

The Company has not appointed any sole selling agents during the financial year.

Except for the approval as stated at para (6) above, no other approval of the Central Government, Company Law Board, Regional
Director, Registrar or such other authorities was necessary and hence not obtained.

The Directors of the Company have disclosed their interest in other firms / companies to the Board of Directors pursuant to the
provisions of the Act and the rules made thereunder.

The Company has not issued any shares / debentures / other securities during the financial year ending 31¢ March 2003
The Company has not bought back any shares during the financial year ending 31% March 2003.
The Company has not issued any preference shares / debentures during the year under scrutiny nor has any such outstanding

securities as at the beginning or end of the financial year-and therefore, the question of redeeming any preference shares /
debentures does not arise.
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There was no occasion warranting keeping in abeyance rights to dividend, right shares and bonus shares pending registration of
transfer of shares since no dividend, rights shares and / or bonus shares were declared / issued during the year under scrutiny.

Pursuant to Sub-Section (7)(a)(i) of Section 58-A and Sub-Section (11) of Section 58-AA of the Act, the provisions of Section 58-
A and Section 58-AA of the Act do not apply to the Company, a Banking Company. Consequently there is no compliance requirement
to be met by the Company under the above Sections.

The amount borrowed by the Company from Directors, Members, Public, Financial Institutions, Banks and others during the financial
year ending 31 March 2003 are within the borrowing limits of the Cempany and that necessary resolutions as per Section 293(1)(d)
of the Act have been passed in duly convened Annual General Meeting.

The Company is a Banking Company and, therefore the provisions of Section 372-A of the Act, governing loans given, investments
made, guarantees given or securities provided by the Company to other bodies corporate in the ordinary course of business do not
apply and conseguently the question of making entries in the register kept for the purpose does not arise as provided under Section
372(8)(a)(i) of the Act.

The Company has not altered the provisions of the Memorandum with respect to Situation of the Company’s Registered Office from
one state to another during the year under scrutiny.

The Company has not altered the provisions of the Memorandum with respect to the Objects of the Company during the year under
scrutiny.

The Company has not altered the provisions of the Memorandum with respect to Name of the Company during the year under
scrutiny.

The Company has not altered the provisions of the Memorandum with respect to Share Capital of the Company during the year under
scrutiny.

The Company has not altered its Articles of Association during the year under scrutiny.
It is reported by the Company that there has been no prosecution initiated against the Company or show cause notices received by
the Company for any offences under the Act during the year under scrutiny. The question of paying fines or suffering penalties or

any of the other punishments as provided in the Act by the Company / its Officers, therefore, does not arise.

The Company has received Rs.3,000/- as security from its employees during the year under certification and the same has been
deposited as per provisions of Section 417(1) of the Act.

The Company has deposited both employees’ and employer’s contribution to Provident Fund with prescribed authorities pursuant to
Section 418 of the Act.

: Thoothukudi Sd/
J.Balakumar
: 21.7.2003 Company Secretary in whole time practice
ANNEXURE A

Registers as maintained by the Company
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Register of Members ufs 150

Shareholders Ledger

Index to Shareholders Ledger

Register of half yearly trial balance of Shareholders / outstanding shares
Register of Share Transfers

Register to record duplicate share certificates issued.

Register to record / despatch of Board / Committee of Board Meetings Notices.
Board / Committee of Board Attendance Registers

Minutes Books of the Meetings of the Board of Directors and the General Body of Shareholders.
Register of Director interested Contracts u/s 301

Register of Directors u/s 303 and Directors Shareholdings u/s 307

In this regard it may be noted that the following Registers were not maintained by the Company as | was informed that there were no
entries / transactions to be recorded therein during the year ended 31 March 2003.:

e

2!
3.
4

Register of Investments u/s 49

Register of Charges u/s 136 / 143

Register and Index of Debenture Holders u/s 152

Foreign Register of Members and Debenture Holders u/s 157
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Documents filed with the Registrar of Companies

€

S.No Nature of Event Form Date of Filing Provisions In respect of
No. of the Act
1. Consent to act as a Director 29 04.04.2002 264(2), 266(1)(a) Mr.T.R.Thamilarasu
and 266(1)(b)(ii)
2. Co-option as Director
w.e.f. 19.03.2002 32 04.04.2002 303(2) Mr.T.R.Thamilarasu
3. Consent to act as a Director 29 22.05.2002 264(2), 266(1)(a) | Mr.G.Kathiresan
and 266(1)(b)(ii)
4. (i)Resignation of Directorship (i)Mr.Ganesan K. Chezhian
w.e.f. 25.04.2002
(ii) Co-option as Director (ii)Mr.G Kathiresan
w.e.f. 25.04.2002 32 22.05.2002 303(2)
5. Cessation of Directorship
w.e.f. 22.08.2002 32 20.09.2002 303(2) Mr.A.Somasundaram
6. Consent to act as a Director 29 27.09.2002 264(2), 266(1)(a) Mr.S.Selvarathinam
and 266(1)(b)(ii)
75 (i)Cessation of Directorship (i) Mr.A.Rajagopalan
w.e.f. 29.08.2002
(if) Co-option as Director
w.e.f. 29.08.2002 32 27.09.2002 303(2) (i) Mr.S.Selvarathinam
8. Appointment of Chairman and Mr.R.Natarajan
Chief Executive Officer
w.e.f. 01.10.2002 23 10.10.2002 192
9 Consent to act as a Director 29 10.10.2002 264(2), 266(1)(a) Mr.R.Natarajan
and 266(1)(b)(ii)
10. (i) Co-option as Director (i)Mr.R.Natarajan
w.e.f. 01.10.2002
(i) Expiry of tenure (iDMr.S.Krishnamurthy
w.e.f. 30.09.2002 32 10.10.2002 303(2)
1. Balance Sheet as
on 31.03.2002 Sch. VI | 30.10.2002 220
12. Annual Report made
up to 30.09.2002 Sch V 21.11.2002 159
13. Appointment of Company
Secretary w.e.f. 18.11.2002 a2 25.11.2002 383-A Mr.K.K.Sharma
Place : Thoothukudi
Date 1 21-7-2003
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(Rs. in Thousands)

BALANCE SHEET AS ON

CAPITAL & LIABILITIES
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Capital

UM ppas e

Reserves & surplus

@FI&S{ s HnID aEfulmlLma
Deposits

enauliy BlElser

Borrowings
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Other liabilities and provisions
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ASSETS
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Cash and balances with Reserve Bank of India
Qs G, flare eurifluie e érar @) moun
Balances with Banks and Money at Call

and short notice
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Investments

(PSS HESET

Advances

sr(hss sLenger

Fixed assets

Blavavwiren Glanggissen

Other assets
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Contingent liabilities

EBSTULIRISMET DIFTS5 QuIrmiLiLser
Bills for collection

uEGRIEE Qupns Csrar 9o sdr
Notes on Accounts
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Schedule
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1

2

Total

10

1

Total
12

: g

March 31, 2003 March 31, 2002

2845 2845
3966009 3316691
40845783 37299877
727671 303188
1674165 1865175
47216473 42787776
2706808 3177701
1136710 1087086
21421131 18157187
19599764 17726607
493996 487610
1858064 2151585
47216473 42787776
12551176 12574609
2280430 2443173

The Schedules referred to above form an integral part of the Balance Sheet.

CuGea @il G Berer SiLcucnanser, curdl @iy Haed GHLUGUIR Gamahs uESumED

Sd/- R.Natarajan

Chairman
Sd/- P.Nadarajan

Sd/- S.Kanagasabapathy
Sd/- P.S.Sathiya Seelan

Sd/- B.Ramachandra Adityan
Sd/- D.V.A.Manoharan

Sd/- S.Manocharan

Directors

Sd/- M.G.M.Maran
Sd/- T.R.Thamilarasu
Sd/- G.Kathiresan
Sd/- S.Selvarathinam
Sd/- George John
Sd/- B.Ramani Raj
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PROFIT & LOSS ACCOUNT

l. Income Schedule
QU(HLLTELD 9|L_L_GUenenT
Interest Earned 13
el iqullam ppeutd GubmE)

Other Income 14
Esr euHDTETLD
Total

Il. Expenditure

Caaeyser

Interest Expended 15
Larpasiul L sully

Operating Expenses 16
BepLpenn GlEeayser

Provisions and Contingencies
REISERSET HMID FL{HS Csranasmar
Total

lil. Profit/Loss
eTULD / pagL Lb
Net Profit for the year
@6s el(mLsEw Blar corub
Add Profit brought forward
Gaarm eipLsS W orugdea 15Hs Qs

Total

IV. Appropriations
@&15EH Qeliganeu
Transfer to statutory reserve
FLL e as& L (Né@ wrhmiul L aney
Transfer to other reserves
genanu BlfleEnés aadsiulLg)
Dividend
LIMGI(S @OTLID
Proposed for 2003 at 100%
(Including tax for the current
& previous years)
Qar@ssiu @%s@m Ui et - 2003
U@ eorugSern Bgmean eufl 2 UL
Proposed for 2002 at 100 %
GarPssiuL. Gpéeh Lkig orub - 2002
Balance carried over to Balance Sheet
3I(DES gD Glamen(f Geeraiu@ib Clgrans
Total

YEARENDED
March 31, 2003 March 31, 2002
4715841 4328886
593704 624661
5309545 4953547
3024229 2894847
928120 8563422
719562 651753
4671911 4400022
637634 553525
1735 1173
639369 554698
200000 167000
432500 383118
4576 —
s, 2845
2293 1735
639369 554698

Sd/- T.Palappan

Sd/- P.Annamalaisamy
General Managers
Chennai

31.07.2003

Sd/- K.K.Sharma
Company Secretary

Vide our report attached
For J.Thomas Fernando & Co.
Chartered Accountants
Sd/- J.Thomas Fernando
Partner
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SCHEDULES TO BALANCE SHEET AS ON

Schedule 1 - Capital

S Leuenan -1 LIRIE Apesad
Authorised capital

Sm&smb Aupp apasarhd
1,00,00,000 Equity

Shares of Rs.10/- each

.10/ - efigb 1,00,00,000 unigsar

Issued, Subscribed,
called-up and paid-up capital

2,84,454 equity shares of Rs.10/- each
aupmISLILL L &b Qunmié Qsmemerin’ L gb
.10/~ efigib 2,84, 454 Liki@sen Total

Schedule 2 - Reserves and Surplus
<L cuenan -2 @gsER ST hHmi ererflullmlitiae
|. Statutory Reserves
gL L Teulonen gisSHsear
Opening balance
2TOU GBI
Additions during the year
BLUL e Comgss)
Total
Il. Capital Reserve
apogar Hidl
Opening balance
70U sy
Additions during the year
BLliy ey Gaisss!
Total
lIl.Revenue and other
Reserves
au(meUT LHMIL @& Bl e
Opening balance
<27 DL G(HUIL
Additions during the year
Bl ey s Camsagl
Total

IV. Balance in Profit and
Loss Account
Bleoru pasL & samadariilg. W@Hurear Gerub
Grand Total (LII, 11 & V)

March 31, 2003 March 31, 2002
100000 100000
2845 2845
2845 2845
1025284 856569
200277 168715
1225561 1025284
6118 NIL
6118
6118 6118
2283554 1906554
448483 377000
2732037 2283554
2293 1735
3966009 3316691
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SCHEDULES TO BALANCE SHEET

March 31, 2003

March 31, 2002

Schedule 3 - Deposiis
o_Leuenant -3 eneuliL] Eldlser
A. |. Demand Deposits

G| eveuliL Hlflser

iy From Banks

autdlsafi lmbs

iiy From others

whpeuisailblmbs)

Il. Savings Bank Deposits

GalliL| serTéEsaT

11l. Term Deposits
@MlEs e aneuliy HlE
i) From banks

cunudlgafl_O(mbe)

iiy From Others
wpmeiseal Bl hbg

Total (I,1land 111)

B. I. Deposits of branches
in India
@pdHureile @méeid Haersefld o drar amauliLy Bldlser
Il. Deposits of branches
outside India
Qauafipm (H SHeneraafles 2 arer eneuliny BlElser

Total

36329

5396773

4482027

446839

30483815

40845783

40845783

NIL

40845783

12826

5349463

4025807

326888

27584893

37299877

37299877

NIL

37299877

l
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SCHEDULES TO BALANCE SHEET

March 31, 2003

March 31, 2002

Schedule 4 - Borrowings
< Leuenast -4 QUpm sL_anser
|. Borrowings in India

@nfwurelld eurhdw sL_enser

i. Reserve Bank of India
fleie euridludllmbe
ii. Other Banks
Qa7 euridui_ L mHEl

iii. Other institutions

and agencies
Gar HiE fpeuentisatl i @b

Il. Borrowings outside India
Qeuafiprpsefles QuOD sLanger
Total

Secured borrowings included
inland Il above

GuoGa AL Topmn I G miger Cufd eurfdu sLermdr

Schedule 5 - Other Liabilities and Provisions
SLLauanent - 5 @QisT urpiliyser whmib s8R s

|. Bills Payable

QarRésiur Coummgw e aar

Il. Interest accrued

Qar(Rés Couamiyw aul g

IIl. Others
(including Provisions)
wpnamal (REHSERSET 2 L)
Total

NIL

NIL

727671

NIL

727671

NIL

919988

219575

534602

1674165

NIL

NIL

303188

NIL

303188

NIL

1001419

421647

442109

1865175
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SCHEDULES TO BALANCE SHEET

March 31, 2003

March 31, 2002

Schedule 6 - Cash and Balances with
Reserve Bank of India
2 Leuananr -6 Glyrées @) mUiLb Memey eumdluded 2 arer @ mLLLD

Cash in hand
Glymés @l(mUL
Balances with

Reserve Bank of India
fleien aubidluiled 2_arer @) 5L
In current account

BLLIL| SerTg@aartan
Total

Schedule 7 - Balances with Banks & Money
at call and short notice

<= L_euanant -7 @ls 7 euridlgatled 2_eer @)(HLILLD
@niflw sresdld curbissamigw O sranswn

l. In India

@ndlwreie

i) Balances with Banks
Gz curtidlsetler o arem @ mLL
a) In current accounts
BLLIL| SERTéEsercn
b} In other Deposits
LMD SarTsESaTla
i) Money at call and short notice
GnIEIWU ErasHd eumhisddn g Clerens
iy Deposits with NABARD
Burt(® eutiduiley 2 arer aneuliL) 4
Total

Il. Qutside India
Ceueflpr(safie
In current accounts
B Semrd@seiley
Total

Grand total (I & II)

587072

2119736

2706808

619344

57000

NIL

293014

969358

167352

167352

1136710

1010045

2167656

3177701

665446

66000

NIL

119427

850873

236213

236213

1087086
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SCHEDULES TO BALANCE SHEET

March 31, 2003

March 31, 2002

Schedule 8 - Investments

SiLLsuanant -8 pseSHisar
I. Investments in India
@Qibdluirellcy (psedHaer
i. Government securities
wgSw, wrfle s sLan LSS rise
ii. Other approved securities
wh@nu Amssfsslul L ugHrhisdr
iii.Shares
LI & &aT
iv. Debentures & Bonds
sLen USSIThISET
v. Others - Mutual Fund
wHmeney - s HlEl
Deposit with IDBI

emeuliL B&) - @BHw Qs wanGeanhp aurid

Gross Investments
Qs (psed(Hser
Less: Provision for Depreciation

sf5a: Cawwrangslnarar ssE0H

Il. Investments outside India

Qeuefiprhsafles wpsaSBHser

Total

Total

10311717

599132

7876

10476990

25345

s |

21421131

21450916

29785

21421131

NIL

9952971

486706

7279

7682055

28105

71

18157187

18184372

27185

18157187

NIL
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SCHEDULES TO BALANCE SHEET

March 31, 2003

March 31, 2002

Schedule 9 - Advances
SILLcuanent - 9 GlaEr(Hds HLaiger

A. 1) Bills purchased
and discounted
lg 60&6 T ClFISHID aurmdlig omes (Ndsar
i) Cash credits,overdrafts
and loans repayable on demand
Qrrésiuhm, SISsLunn euens wHH D
Calguwhurps dasr@ss Ceuamiqu sLensar
iif) Term loans

s CE(He|arar &L enaar
Total

B. i) Secured by tangible assets*
* {includes advances against book debts)
Flanevwirer Qemsgsaatisn riligar Guifle
(g (06 s_ansaflen Genammusdled auprigi L
SLaTsaan 2 arer._&dl)
iy Covered by Bank/ Government Guarantee
cuibidl LHMID i FFTEIE 2 SHTeUTESS L6 fnlqg LIS

iy Unsecured
mliger Guifld @laerss
Total

C. Advances in India
@ngwreller sLangar
i) Priority Sector
wengniflenols 9NeiHaE
ii) Public Sector
Curgiejenaniols G flel b
i)y Banks
GUMBI & (6 &G,
iv) Others
W menay
Total

1681379

12152992

5765393

19599764

18472094

168856

958814

19599764

7998804

NIL

NIL

11600960

19599764

1417389

10723746

5585472

17726607

16917191

82783

726633

17726607

7033918

NIL

NIL

10692689

17726607
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SCHEDULES TO BALANCE SHEET

March 31, 2003

March 31, 2002

Schedule 10 - Fixed Assets

< Lsuanan - 10 flenevwirer Qlemggisaer

Premises

SLig L BIGET

At cost as on March 31, preceding year

(phens U et wrré 31@d eumnidlw eflenevliLig

Additions during the year
Bl et 6 eurridlwig

Deductions during the year

BLLIL @i sf558)

Depreciation to date

mwrerg) euenyulles Gauinmanis

Wm Blenavwiren bleTsg)saeT (igielas ETomensEnh Garbgsama )

At cost as on March 31 preceding year

Total

. Other Fixed assets (including Furniture and Fixtures)

(WphensW <pet(h orTé 31E6 eurmidlw eflenavliig.

Additions during the year
B <yemriged eumrdlug)

Deductions during the year

BLLY ewrigd 50555

Depreciation to date

Brargl euenguiled Csinmard

Total

Grand total (I & 1)

338175

20917

359092

NIL

359092
72667

286425

523787

77635

601422
3328

598094
390523

207571

493996

258847

79328

338175

NIL

338175
62602

275573

385659

139168

524827
1040

523787
311750

212037

487610
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SCHEDULES TO BALANCE SHEET

March 31, 2003

March 31, 2002

Schedule 11 - Other Assets
S cuenanr - 11 @lar Qersgdaer

I. Inter-Office adjustments
FlanaraenéEer o drer Hlayeneusar

Il. Interest accrued
curGeuaTig ul Gul iy

Ill. Stationery and stamps
L$SSEISET, LITTRIGET IDDHMILD | EhFD SENSET
IV. Non-Banking Assets acquired in satisfaction of claims
L6 lanEa(EhEETE Llunn euriduller Qampld sTrmg Clerss saer

V. Other Assets
@y Cersgisad
Total

Schedule 12 - Contingent Liabilities
S Leuenent - 12 GBS TS0 6 @{@J&ﬂgg, Gurr@]l;rqaash
|. Claims against the Bank not acknowledged as debts
(including disputed income tax & interest tax liability
under appeal / reference etc.)
ELansar eTann eubEwrd omssfssiuLrg Carflsmasdr
(srgenas@ v wponb Gooopamuit ig.d o 6Ter augpLomer aurfl
wHOb sully euensullerear cugporansdlen g rear euflsenésmen
Qurmliyser 2 1 uL)
I Liability on account of outstanding forward
exchange contracts
erdlrumiiy bBlu Qewmeusnt guubsiselleanmd
Gar(pss Geueniy i QurmiLsear

IIl. Guarantee given on behalf of constituents in India
Uy Hans W TeTT&EhssTar (@bdwuralea) 2 SSreursh Clar(ssemney
IV. Acceptances, endorsements
and other obligations
(NS SEUTSHEFEE, QU ETEUTET 56y Sengaetla
FHUL G&nlgw Qurm iy ser
V. Estimated amount of contracts remaining to be
executed on capital account and not provided for
S 1qL_BIseT auansudled (g saiiuL Gauamig
PUILBSEIGEHESETEH REIEGLILLTE LErens. Total

NIL

804097

1657

NIL

1052310

1858064

146035

7286161

1552152

3556808

9922

12551176

NIL

688463

975

NIL

1462147

21515685

165910

8695565

1424285

2260681

28168

12574609




e

&

TAMILNAG
>
o
aaimn ¥

TAMILNAD MERCANTILE BANK LIMITED

€
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SCHEDULES TO PROFIT & LOSS ACCOUNT

YEAR ENDED

March 31, 2003

March 31, 2002

Schedule 13 - Interest earned
L suenan - 13 eulig euenaulld aumLomaid

I. Interest/discount on advances/bills
sLana@End@ M ey wHmib Wdaamar gavseem el euansulila
Il. Income on investments
(psaHaatien Guifle) eugmBLomed
1ll. Interest on balances with
Reserve Bank of India and
other Inter-Bank funds
flerel euiidl Hmb Qa7 eundlseila o drer GHUILsERsETL el i)
V. Others
LoHMEnGU
Total

Schedule 14 - Other Income
<L euenant -14 Glar aumHOTETLD

|. Commission, exchange and brokerage
s(Blagen Hmb 5@ euensullen

Il. Profit on sale of investments (net)
wsSHsmer eShp cuasild (Blesr) eomuld

1. Profit on revaluation of investments
wadHeamar wnwslliy Gelig eumsuile ewrub
IV. Profit on sale of Land,

Building and other assets(net)
B, sLigL b, whp Qersgiésamer ellpn euamaudlen (Flar) eomub
V. Profit on exchange transactions
3ipBlw Ggamaieant LrHm epeab CLHn T
VI. Miscellaneous Income
1l suenssatles aupLomaTD

Total

Schedule 15 - Interest Expended

S| Leuenan -15 a1 QFaellantiser

I. Interest on deposits

eneulily Hldls@nse il el iy
Il Interest on Reserve Bank of India/

Inter-Bank Borrowings

flared eumidl wHmb Glsr subiflsatL BlmHal

GUTTAIEI WL HL_aa R @I Ul ly
Ill. Others

L Hmeney

Total

2173648

2442375

81433

18385

4715841

356726

1082

NIL

(570)

88865
147601

593704

2979241

3330

41658

3024229

2081891
2150426

92627

3942

4328886

347308
5221

NIL

(70)

76758

195444

624661

2789703

5740

99404

2894847
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SCHEDULES TO PROFIT & LOSS ACCOUNT

YEAR ENDED

March 31, 2003

Mareh 31, 2002

Schedule 16 - Operating Expenses
S Leuanan 16 - panL_(penmé GlFewa|sar
|. Payments to and provisions

for employees
e flwiiTa E56E 0 srHEs LT LGID, HE&0 G’ Lgib
Il. Rent, taxes and lightings
suUTL_6nd, euifl LHMILD enaully Bl QUEH SHHET
I1l. Printing and stationery
D|FFEEm60l LOHMILD eT(LRFIElLIT(HET GUanSSer
IV. Advertisement and publicity
aSlemburid

V. Depreciation on Bank’s property
auidlfen Glersgissald Gauiwrand

VI. Directors fees, allowances and expenses
BQus@mrsaier e, Seweusiey HmD CFaesmear

VII. Auditors fees and expenses
(including branch auditors)
sarflsengwreriaatian e wnmib CFaweysmar

(Aaversaflen senflsansretis@nssren Sev Cainsaal)

VIIl. Law charges

FLL Ceeyser

IX. Postages,telegrams, telephones, etc.

sLIT, hHHl, DsrawCusil Qaaaser

X. Repairs and maintenance

L(pg UTTgge wpmid urmofliy) Glewesar

XI. Insurance
sTUELR Dsrans

Xl

. Other expenditure
wnw Qeweaser
Total

554444

81668

20961

9855

88838

15637

3118

1816

2539

33540

20420

109384

928120

507782

76532

23276

12123

48760

894

2461

1031

15039

28401

18010

119113

853422
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SCHEDULE17

NOTES FORMING PART OF THE ACCOUNTS FOR THE
YEAR ENDED 31st MARCH 2003

1. The Balance Sheet and Profit & Loss Account have been
prepared in conformity with the Forms A & B of the Schedule IlI
to the Banking Regulation Act, 1949.

2. During the year all the 164 branches have been subjected to
statutory audit.

3. FEDAI guidelines on conversion of Foreign Currency (Nostro
and Deposits) Balances and Forward Exchange Contracts
approved by RBI, and considered mandatory have been adopted
as against Accounting Standard -11 (AS-11) (Revised) of the
Institute of Chartered Accountants of India relating to
“Accounting for the effects of changes in Foreign Exchange
Rates”, the effect of which is not ascertainable.

4. During the year expenditure relaing to acquisition &
installation of hardwares and Peripherals & Software has been
capitalised and depreciation has been provided @ 33.33% on
the hardwares/software peripherals on prorata basis
adopting straight line method.

5. Reconciliation of Inter branch adjustment accounts has been
completed upto 31.3.2003 and conseguential adjustments of
pending items have been given effect in the accounts of the
branches subsequently.

Bi.

In accordance with RBI guidelines, the investments are
classified under 3 categories viz., Held to Maturity,
Available for Sale and Held for Trading. The percentage of
investments held under “Held to Maturity” category is 16.90%
(previous year 19.74%) as against the maximum permissible
limit of 25%.

The classification of securities portfolio as on 31.03.2003 is
as follows :

Rs. 36193.36 lacs
Rs.178017.95 lacs
Nil

Held to Maturity -
Available for Sale -
Held for Trading -

ii. With the approval of the Board on 18.05.2002 the Bank
shifted investment consisting of Government securities and
Bonds amounting-to Rs.11835.73 lacs from ‘Held to Maturity’
category to ‘Available for Sale’ category and Government
securities amounting to Rs.7290.50 lacs from ‘Available for
Sale’ category to ‘Held to Maturity’ category with
retrospective effect from 01.04.2002.

iii. There was no profit on sale of securities from Held to

Maturity category during the year and as such no amount was

transferred to Capital Reserve Account. (Previous vyear

Rs.61.18 lacs)

iv. During the year, the excess of acquisition cost over face
value of securities kept under Held fo Maturity category is
amortised to the extent of Rs.126.48 lacs (previous year
figure Rs.21.24 lacs).
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2003 eu(HLLD LOTTE
B w resinig it

Gmiiy Bsu:a.v&s @by wnmis  GleuTl pap & T GHBAT
V49D auplsdu  eumduiludy  epE speDE Sl D
o Leuemerer  Illev  Qaem@asiul Hemer  wigeumset A
1nm mith B g flwapaps (|5 Sled @ & I eutt (B
swiriEsu L (Peremsor.

31 GaduyLer ppgao s
sas@EmaE TS (GO ST

2. @ebeumenngeyr  Giomsspener 164 HoenrsEnd  sotisms

Qi iul (Berermsor.

3 ungas Mems eumrdume opdsNsstul (5 SU L muwms
s Ll 55 Couetnguw  smreosgrer GeusfiiBml (7 HTewmud
msuimiy ot peGaimdg  sypBu Gurereuend
aUiLESaseT By GFwmsuedl wdidsg apu GEdu
vemr AUk samdE@aioms uds Gaiudul . GESw
EaTESL L_MTSEhES Tl Hoelarssme el mssiul L
semag (pom AS-11 &e0 ufers  siEBu Gaersed
wrhm  BrsueiEsdiET  (Gowsdasr eldymss asg oo
sanEd_ ULl Herargl.  @sarmmé  gpu@d  urdlyser
semTEE_Li1LL_allsvemav.

4, Qeeupd senbbumdsedar whmn Gt Gk ser

UMAHU S weumenlt  Qummssin snsrer G wer
[Blem @i rresT QIFIT & 1 &N & FHmHaA 3333 F@ed s
CGauwrersdnsrs CEr  aufms (ponlle  q@ssE
@aiwul_Beren g

5. Smensenasaenmer ey GFews) sewssHsefar  31.03.2003
sy sSoeaon  IJanuesiie  Grrtsd  Gsuwlul @

Bl @ieneu &6 Npumr® Elem e % effleoT & 0T & (& B 6l 6L
FMauw UL ([BsiTaeoT.
6 =2 umrs memel sumduler  euelymiss ausdeutas

(pSe(BEET, (LhSiTe]  @STlD sy e BB(BHS  Fnl] L,
sulpuenenTés  E(Ausmey  wpmid  edwmuny  BETa@Lsr
s BH LI eTeoT (APl  SUBHETTS LN EEUILIL (DeTermesT.
(WhSTeymId STeud sl esuSAmESID (psdbhsdar OGloTss
@g&@ﬁsﬁm 25 B’—.ﬁbﬂi&;’b@l&;@ Hsmioe @L'_r,eba: C?»mmm@m
GT&OTM mmmumm&s{g Gewiars 1690 sEalsors  (phosw
Seery  19.74 Faa] HLOTH) @@;ﬁasgu 31.03.2003 (BgHuietm
wriduenossiuly . padBsear ieyssr pEsein _aumm
B mipser.

(emumi@leol_sEr seiicn)
(LpdiTey  STed UM 5l EEEmIY LD 36,193.36
Slnuanetdag S ([Husme 178,017.95
alwruny  Ceresslsm® oo S8 miuamey EN=V=0

2 (h 1183573 Geol_smrsar G meor @ﬁd‘@&m “wpdiey
STeD  eueT wm,&&@&@m (LPSBBET"  GTedim o mimg
ainemmenag; S [Huesy  een Moo @5725050 @’E‘LLWMT
Qu(hHumss  pselBsear  alfumerae S (Husmas  ereTm
UiTelledmEs  (LhSTeysTah amy oS8 RESD  (LbSeURHET
srebrm LWl 0L.04.2002  CaSulldlinhrs  wroppliul B
w20 Gs8 FuEsET Eusds omdsmans Gunpeerg

wpdTey  smaib  aumT  asUSHHEHD  (LpSHHSEiEr
afliLemesr  sumlleoTs Fawmuld @b UL THBTQR  ApeSET
BE ergiagn @QEs B a&EdE  OFLwdiur aldvene.
(piEmsu o peedu GCeTos mM6L1s Gl gmse).

BLliyy  ewngen (1pSTey  Smeud el e B mEEHD
Wz paEefiar (LnSTa) m@l_u_‘ﬂm@ F:Bse Osras OErHas
wTHENHESHD Ul ssde swaumm Sa@sars CeThss
LanEns Qeaupab (12648 @eo samear GlFen sewrEdio
spsLL_Berengl. (BLFs supLd ewsuult Gamoms
h-2L.24  @leul’ FEIEE).
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v. An amount of Rs. 27.60 lacs towards depreciation has been
debited to “Provisions and Contingencies” in respect of
securities held under “Available for Sale” category.

vi. As per Reserve Bank of India guidelines, Investment

Fluctuation Reserve (IFR) should be strengthened at least

to 5% of the investment portfolio of investments classified

under ‘Held for Trading’ and ‘Available for Sale’ categories
over a period of 5 years upto 31st March 2006. Accordingly
the Bank has transferred an amount of Rs.1500 lacs to

Investment Fluctuation Reserve during the year. The total

amount of Rs.2533.71 lacs held in Investment Fluctuation

Reserve as on 31st March 2003 works out to 2.84% of the

aggregate investments classified under “Held for trading” and

“Available for sale” categories as on 31st March 2003.

(previous year 1.40%).

.i.No additional provision has been made during the year in respect
of NPAs amounting to Rs.437 lacs which have been closed
subsequent to the date of the balance sheet but before
finalisation of accounts.

ii.The Bank has made an adhoc provision of Rs.300 lacs with a
view to build up additional provision for smooth transition to
90 days norms by 31.03.2004 for identification of NPAs.

8.Claims against the bank not acknowledged as debts include a
sum of Rs.285 lacs in respect of a claim made by the Custodian,
appointed under the Special Court (Trial of Offences Relating to
Transactions in Securities) Act 1992 in respect of transactions
with M/s.Fairgrowth Financial Services Ltd., in the year 1992.
The Bank is disputing the Custodian’s claim. The Bank does not
anticipate any loss in the above transaction at this stage.

9. Income Tax Assessment has been completed upto the
Assessment year 2000-2001. However, appeals filed by both,
the bank and the Income Tax Department, are pending before the
Appellate Authorities for various assessment years from

1985-86 to 2000-2001. The bank holds full provision of
Rs. 356 lakhs for the disputed Tax liability of Rs. 356 lakhs.
10.During the year, the following amounts have been provided to

meet the shortfall in the liabilities for various retirement benefit
plans as per actuarial valuation.

ltems Amount in lacs
Current Year Previous Year
Pension 243.02 —
Leave encashment 22563 e
Gratuity 279.41 215.00

11. Profit and Loss account includes prior period expenditure of
Rs.176.02 lacs towards leave encashment provision upto 31st
March 2002. Other items in this category being less than 1%
of total income of the year are not separately disclosed.

12. The net funded exposure of the bank in respect of foreign
exchange transaction with each country is within 2% of total
assets of the bank and hence no provision has been made
as required by Reserve Bank of India circular
DBOD.BP.BC.71/21.04.103/2002-2003 di.19.02.2003.

€

») aliueetig S B0 amsuln e SR mESD  (psehselsst
Bamer Baunomemnd @H27.60 Feol FheenTe semaEb il ([H
“peiEEBse oo AUBs Qermsd” ersim  Sameo s
£p @ourw ey sewrsdin  GEirdsliil (BT gl

oem)  (pgepEeksr AN erfoain Gl ssmer  mEH s (B

sumamEETol  ep@is) @RS sum  STaFEEESIT  GInTES
(ol B AT  gyRsl  FESLNED S EHTOI S GLymE
Elinds Geul eudI(HLD GT&STID Ui NeFiTeis 61 mrullesT

s M aiESonids @pinp . e kiinRg G @
1500 @ swramen Gom g, suemslg GoHEHD  OoiigETeTg.

Eebeunmrest  cpEES Dt (H253371  Glen FErEeT 31032003
Gafuam  aumuny  Ceralen®  aosusnESHD  (sSBSeT
ellinemeorig, S (BUemsu  ereor  LITNESABESHD  (pBsubmeiicn 281
FoEonEn  (pEnEL et Ea 140 FseligomEin.

i) Bimiy  feoey sk BadEeml bt sadlios

g EEHD Cafkg (paensTs (o FaoTs Lewid GFanss
U0 = S T T U (THLDITEBILD FLL TS SL_GOTEGT (15437
(UL FMEHEIT(HD.  EUEUTDITOT  HewTHGS e  Gleicy Iy 1D
FBee  GaindE  Geiuliin_afsmen.

i) 3L032004 CGoSufew su (gL Hell iR

SU(HLDTEUTLD FRL TS 6L airbeil 90 B seflsr  sugdian_uiley
SmomeiEgd Ll ssde Cooaiudd FBse sasdHsmen
H(hApAn  Owmen®  sumdbwmerg  QelsumemiE ERLIM
UMEETD  @eul Fwrser  e@sdB e gEiens.

(LpLg & emL_Lo

8 19920 euRLLD Sl LhAr Bl kmesseity  [BL[bs
(FHOmArsEREETS  SEnndsstil L Sorny BHndtnssmen
BulBEsiiul L. unrgsTaipirey 19920 au(h LD euAEbEih
CuirsCrms muermerduwey  gitedenan  eUHGL L eresm

Aosuerindneo @ _ufeurer  GEEMHEEE0 QIS NI RHLOTS

Ganolul Been @285 @l swrse  eundEg o HrTs
Bamopu ull ® &l s a5l ufl ot mah &L G & Gff ST aul Ml

apsECsTaemiuL s Ourmliiyseie Corssiiul (Hererm g
s A/ S W T eoT G LT &3 T 6 6ol eot Bsrilas emaeaw
spmEtsTaetaloame. Ea FADUESLTS aikdE THeals
@t gpuED  stebiml  eTHTUmrEsaildumen.

9, auypomer  eulls STy 2000-200UD  su(HLID
Gunmseng.  GHONanio  1985-860  su(_SHemiEE 2000~
200UD (R LD alEnT DG D EHIBHBEhESETE  HTeHET
Ba  aumrdl oibpnd  eumomer  eufls  gempullerrmes
Qeuwdnd Feter  Coey  pomulBser  Hausmsaud gusiereor.

Suenr  (Lpig ey

10, @ebap 1o gy GLHD 2em PUITHGRES  aILVAASEILIL_HHh g1
FQMSBHEHEY  (Beuemngu Lemid @m0 6
Fop s ABws upd Guppaifer  sedlligliug
Slpsaiaumm HsSH  Qeunwudiul Heirener.

Glprens (Gl FhrSeien
aflLin Glsiisuph ] el {hsa(pLth
ey i 243.02 _
B SHuemerT
LI G00TLOT &5 60 225.63 -
ap( memassT Eo\Bmand: | 279.41 215.00

ILSLES euplin il eI(HEETNM  LISHIOTESD 6l ms%s S5,
@aeEHBH Owuw  Gaeingw 1602 el smrssr  @bs
R EeoTu Faj_ Sausd CeEmEstiul Bememar. G Nkl
2 @em  Infmenensel  GLOTHES aHOTETHESHM | FHelhEGEHSHD
& Guphiaane  selwins  Gsueliu@Estin_eildveme.

12 me 1 eTfR BETU @gnd  Cuopbsreremi L b F
OFauraen] eumammin  sumaduilssr Gomss Gemas

Grann  FsalSHEESD  (GHOmeUTE QMBS ST HSTE
umgs  Mars  eumdullesr 19022003 CsdulL . sppdhsaos

DBOD.BP.BC.71/21.04.103/2002-200360  sasdT(Bensniig @gﬂ%%m
Geuiudiu_alsvamay.
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13.Disclosures in terms of Reserve Bank of India guidelines.

(Rs. in Lacs)
For the For the
Year ended Yearended
31st March 31stMarch
2003 2002
a) Capital Adequacy Ratio 18.54% 18.02%
i. Tier | Capital 16.83% 16.88%
ii. Tier |l Capital 1.71% 1.14%

b) Net Non Performing Assets
(NPAs) to the net advances 8.70% 6.66%

c) Interest unrealised in respect
of Non Performing Assets - 2206.06

d) Break-up of Provisions and
Contingencies appearing in
Profit & Loss Account

i.  Provision for Income Tax 3500.00 2650.00
i. Provision for NPAs 3911.38 3386.19

i. ~ Provision for Expenses on
suit filed a/c 26.62 138.25

iv. Contingent Provisicn for
bad debts in Standard Assets — —

v. Provision for invoked
guarantees & others 50.00 50.00

vi. Provision for Depreciation

on invesiments /

Amortisation of premium 154.09 293.09
vii. Provision for Deferred Tax (-) 453.07 —_
viii. Provision for intangible 1.45 —-

Assets/expenses on transit
recovery

.E-

Provision for intangible 0.31 —
Assets/Expenses/Loss -
Clearing Difference

#*

Provision for intangible 0.88 —
Assets/Loss - Overdue
contracts recovery

i. Provision for Taxation - 3.96 —
201(1A) Interest

x

e) Amount of Subordinated
Debt out of which amount
eligible for Tier Il Capital — —

f) Business Ratios
i. Interest Income as
percentage
to working funds * 10.35% 11.00%

13. feren autiulden auflsmn Haaisdanis Qeallluiss

Ceuanig ieneu

(emuml Beo_stisafia)
2003 wmirg 31 2002 womié 31ib
Gadlujan Gadluen
(D EUEHLILLD (Pl euepLIyD
UGLEHNE UGLSADE
=) ppega gaailene eflsn 18.54% 18.02%
1) (PED ST pagEID 16.83% 16.88%
i)  @rerLmb &7 epewgand 1.71% 1.14%
=) Bl aumauml LTS SLeni&ELD 8.70% 6.66%
oy sLays@n 2 drear 6l dsn
@) eumwrasdd sansdLns aumeuri 2206.06
LTS SLansar BgTer eul i
) @Blaru pesl s sansdld oussEH s
whHmb S daraasendstear elerhmnar
1) augporen auflasrar gmsS@H 3500.00 2650.00
i)  eumeumi FLLTS 3911.38 3386.19
sLassra @F&HH
i)  eurrs sLanser G srasd 26.62 138.25
Qe L eupsgsatien
Qeowdllamserisrea omsi®H
1v)  grwrer Qerggssailarn Bs
FHULEsIL L @plysEssatar eais80
v) mrler Bsren Quirpiliyaser 50.00 50.00
2 fuamasensara @assHa
vi) wsd@safian wHuGpindpsrer
281556 561/ wadHachan 154.09 293.09

auridw dlamad@n paellaandsb
o drem AEATESHSEETS 855U Lme

vii)  serefl epcudaiial (Harer (-) 453.07
aiflsEnéane p5&E0H
viii) QerszmsEnsE ghuLssmgw 1.45

Buptiysdr | Ceaasar fluandperar ea&80

ix) eardsers@d pLsdam 0.31

vemrCuflorhngdd B pm’ serrs

@mHal ek FlaymausErsanan padasd.

X)  @UUBER&T STORELbHE 0.88
(Wi ILSETTE eFhuL Sl w
hasLS5IEETa GasdHser

Xi) eumwrer eufld s Lbfley 3.96

201 (I1A) en 81p Qsquss Ceusimgw
auflésran s680

2) @ram_rbsr ppasagdi Cerss 0 ===---

FEHenlps EETL&T0 S s

ser) euenfls cuemiadlanw @fsen Adsnser

i) el eummorengdp@n LUy BlééEn#10.35%

2 ¢irerm el

[32]

11.00%
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Forthe .  Forthe 2003 wris 31 2002 Wi 311
Yearended Yearended GadlL_an Gadluan
31stMarch 31stMarch (‘.p!‘; SUEDL_LLD Q;WG'L@@LMQ
2003 2002 UMHLSADEG aumLsHnEG
i. Non-interest Income as 1) eul iy euenamuildr sbaorsg 1.30% 1.59%
percentage to working aumLragSnEh pLiy HHsEn
funds * 1.30% 1.59% 2 giver afilflsn
ii. ~Operating Profit as i)  Qewduriyer euflurs migqw 2.98% 3.06%
percentage to working Qurés Qerugdb@b By
funds * 2.98% 3.06% BflEEn # 2 drar alldsin
iv. Return on assets 1.35% 1.29% iv)  amorasdn@hn Gergg) 1.35% 1.29%
wHLADED 2 drar eldsn
v. Business per employee 270.83 245.45
Based on deposits v)  ealy B (sundaenhe 270.83 245.45
(other than Bank deposits) @eLCuiwiren apeulifld) selishe) )
plus advances DHDID SLETSET g LUl
ssmflwisallen geflpuin eSlwururyib
vi. Profit per employee 2.88 2.48
vi)  eafluiseflean geflpur Geaorumn 2.88 2.48
*  Working funds is reckoned as average of total assets as
reported to Reserve Bank of India in form X under Sec. 27 of # pLuy B eranug fleten amdsw 19490 amLifu amddud
the Banking Regulation Act, 1949 during the 12 months of the upiGwens sULb Gfley 276 &ip B wramgd 12 wrekisEshd Sigyliyb
financial year. ugand Xe @iinb (Garer Gisrgg Qongg whindear syraflwmsii.
g. Investments Rs.in lacs i WpsS P aar 16, @)eoL_ & geen
31.03.2003 31.03.2002 31.3.2003 31.3.2002
Gross value of @pSwrailgyarar sl Hsatcn 214509.16 181843.72
Investments in India 214509.16 181843.72 GQiorgs oL
Less : 5 0&s
Provision for Depreciation 297.85 271.85 Gouwrasfharer pH&80 297.85 271.85
Net value of investments 214211.31 181571.87 Gndwurelgyerer s sefien 214211.31 181571.87
in India By wHiiy
Investments outside India INil Nil @sHurelieg Geuafluida o erer Eldrena Bome
s G S




CANTIL:

#,
5

TAMILNAD
%
oL
aaLimr W

u TAMILNAD MERCANTILE BANK LIMITED

ADDITIONAL DISCLOSURES
QaefllueLwrer (g ellaréshisdr

A. DATA ON ALM - MATURITY PATTERN OF ASSETS/LIABILITIES (Rs. in lacs)
<1, QorgHEsar pmb QUIHILLSET <) ks - HurmiiLsdr wHmib Qerggisatlsr (pd e blaea . @levl_griEatleh

Loanrs and Investment Foreign Currency Deposits Berrowings
Due within Advances Securities BBl QFeareent epeuli Bldl  surkidlw sLeger
(wpSlreamib sreld auplsuul L sLar usdlrasefle Assets Liabilities

SL_GHSET (pgaHsar Qerggidser Curmlisar

1 to 14 Days 13045 300 3972 702 31781 135
1 s 14 priger ausny
15 to 28 Days 10496 500 252 499 18455 135
15 (psd 28 mri_sem euany
29 Days and upto 3 months 22761 2509 2538 1565 44367 153
29 BrseT (1pge 3 IDTFRISHT QUENTT
Qver 3 Months and upto 6 Months 28251 53 594 2263 39521 5506
3 orsRhisEs&E G 6 WrEk&6T elay
Qver 6 Months and upto 1 Year 17727 14067 9 687 60242 510
6 LorghsErsE G @ (LD eI
QOver 1 Year and up to 3 years 77236 397186 226 969 179432 754
1 aumL58n@E G 3 auBL kST aleny
Qver 3 years and up to 5 years 15523 38086 285 — 19280 —
3 au(mL_RI&EHEE GO O eu(HLRIGET eueT
Over 5 years 10959 111280 871 — 15380 83
5 aumLhsEnEE Goa
Total 195998 214211 8747 6685 408458 7276

B. MOVEMENTS IN NON PERFORMING ADVANCES

<3, QUHLDTEILD L TG SL_EI&ET S|eT6dlarn Wi higeT (Rs. in lacs) 5. @ev _shisaflen
GROSS NPAs as on 31.03.2002 - 32473.40

2002 wrié 31 Caglwamm auHLrarDd FLLTE Corsss sLarser

Less: Interest Suspense as on
31.03.2002 / Opening adj. - 9036.42

2002 s 31Csdl <y TibLsHd au(peuruilead samad_LLLrs el ig

23436.98
Reductions during the year
@leusurent() @enmaslIul L eney
1. Due to Upgradation - 1129.59
SETENLD 2 LITE fLpeLD
2. Due to Compromise/ Technical write-off - 3605.01
QU SLETTS TSI L SE PLHGULD
3. Actual Recoveries = 881.67
(LP(LPEOLDUITET LIGRTEUTEY FLPEOLD _— 5616.27
17820.71
New Accretion to NPAs during the year 11341.99
GleueumLgdle eumeumi L g sLarms Carssuul L ene
ADD:Interest Suspense (Suit filed accourts) 4893.73
ga (3 euemeumuiled semadlLIuL s eullig (eulpde Flaiemeuudle o arer semrsGse)
Gross NPAs as on 31st March 2003 34056.43

20031 eumLLD WriE 31 =em eu(morard FLLTS Qrssé sLanser
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(Rs. in lacs) m. @evl Frisafle

NET NPAs 31 March 31 March
QU(RLDTETLD FFLL_TS Hl&Td SLansHear 2003 2002
1. Gross NPAs 34056.43 32473.40

au(BLLTELD LT Qongs Sl eseT
Total Deductions
Corssb &Hlés Gelasrig Lienel

2. Interest Suspense 4893.73 9042.93
aumamile samsl L s el ly
3. DICGC/ECGC claims received 299.81 421.54

and held pending adjustment
anculiLy Bldl HmID SLeTser sl <),a@eamuin /
FHmE SL6T STUIL| 2 enarTLSSLLl(HHS
Qupiul L Baimeuulle o drar QS Dgrans
4. Part payment received and 416.94 360.80
kept in suspense account
samddle) Ganmasrod seflwrs
ameusH &G HLaGET BeTar auEd

5. Total provisions held 11480.64 10900.66
pgI&EHsalan Qwrsss Harams
Net NPAs (1 minus 2, 3, 4 and 5) 16965.31 11747.47

QU(RLOTEITLD FELL_ TS Hlard: &L emsar
(1efgmma 2,3,4 wpmid 5 s1058)
C. LENDING TO SENSITIVE SECTORS :

@). urdiieu 2._Gan QaueILIHESES g L &I DS ETESTET SLGTaeT

CATEGORY AMOUNT OUTSTANDING
Aifley Blapanens Qgrens
(Rs.inlacs) ¢m. @evl _shigatled

I. Advances to Capital Market Sector 698.95

vemriLiflorfhn) sHeng FbUGBSUILIL L &enD&HE eJDRISILLL SLETEHE
Il. Advances to Real Estate Sector 4080.76

SmsLrs Qersgssaflan Bsran eSwmUTTS HienndHE cupBRISILILL SLeTseT
Ill. Advances to Commodities Sector 6527.43

2 puSHL GummLseT FIDUBSLILILL SIHDHEE aIPRISLILI L S G&er

FINANCING OF EQUITIES AND INVESTMENTS IN SHARES

L@ satle (psed( whmb LkiEaeT B eupriglnl L sLenaeT Amount Qs rens
(Rs. in lacs) ep.@avl smiseflcd
Investments in Equity Shares 78.76

L@ aEaT W rar 1pgaSHser
Investments in Debentures 500.00
sLar ugHnser Bgran (psadHaer

Investments in Equity linked units 551.00
URI@SETTS rhnssss Ureour Hé Bgre (paedhaer

Advances against shares * 306.95
LIl UGS Th s 5 Tar SLehiaer

Total 1436.71

* Advances against shares include advances to individuals for personal purposes like education, housing, consumption, etc. against
the security of shares of Rs.113.48 lacs which should be  excluded for reckoning the Bank’s exposure by way of financing of  equities.

* S6ilEHNS, 616 SL_(HeusDHETE LHMLD HenL (penns CaauelDaTs LkiE LbSTbIsmer s anaigsl efl L L BUITS6TTa eurBisILI L
s1_amaer . 113,48 @eol_smisErsLd GHl6 I RIGL. e LkIE ApasaibSharea sLarsener el Heugh@ 6t () S5is CemamaniuL om L rg).
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D. Movement of Provision for Depreciation on Investments :
. (pgSHsafes rhL®b CHiiorembisEnisTs ghUBHSsIUL L @&s8 14 wrhpb

Opening balance as on 1.04.2002

1.4.2002 =ietmy <2y, 7ib0 @(HLIL

Add: Provision made during the year

gl () @euauran(h gassdH el Lg)

Less: Write back of excess provision during the year

#1&8: sa(Hgeran g sE0H Geeuren ([ mul erhssiulLg)

Closing balance as on 31.03.2003

31.3.2003 =yenm @midl @iy

E. Movement of Provision for Non Performing Investments:

o aUBLTEILE FLL TS (PSS ERssTs ahL(EEs UL L egisdHaefer brbmib

Opening balance as on 01.04.2002

1.4.2002 esemm <4 mbu GmoL
Add: Provision made during the year

gl (5 @cuauren(h @a1s&0 Haiwiiud Lg)

Less: Write-off, write back of excess provision
s10lEs: sBgorar e ssd Smid erResi’ g
Closing balance as on 31.03.2003

31.3.2003 syemm @lmidl @iy

F. Movement of Provision for Non Performing Assets :
26T, QU(BLOTENLD FFLL s Ll aTég o @résran o5 S&Haeter mhmb

Balance as on 31.03.2002

31.3.2002 oyemenmuw @)UY

Less : si0l&s:

Amount of Bad Debts Written off &

Adjusted to provision account

QTS SLstT epal&& Hsetled mha eT(hSg) s Clarareriiu’ Lana.

Add @ & (5

Provision made during the year

@leacupLESle assdh el L g).

Provision for expense on suit filed accounis

Q&GS Hlalmealufld 2 arer sans@ad Barear alps @ Cowea samer aglsshiser
Balance as on 31.03.2003

31.3.2003 Gadlwam G mLiL

G. Information in respect of restructured accounts :
or. HirU9E QogggIb SRS LTHD HeESILILL &aré@Eae e el upnisear
i) Total amount of loan assets subjected to restructuring
Sl Qeanss sianwdlésul L srakisar nrbHhl epndsliuc L QITEs sLenser
ii} Total amount of standard assets subjected to restructuring
Spul Qegyss anndsstiul L sToRisar wrhbl sienndslul L afhoreaid
FL_ (b sLersarTsl 9M&s 0’ L eney.
ii) Total amount of substandard assets subjected to restructuring
Sl degiss Siawdlssiul L sromisar wrhil enwssiul L
ST GDHS HL_eHSHET
iv) Total amount of Doubtful assets subjected to restructuring
Hmud Qoapss e ndssUL L STam&e rhhl Sennssiul L

enGaasShdlLomer sLensear

(Rs. in lacs) em. @lavl smisefled
270.25

27.60

297.85

(Rs. in lacs) ¢m. @eul_srisetd
1.60

1.60

(Rs. in lacs) @m. @leol sruseafled
11147.65

3605.01

7542.64

3911.38
26.62

11480.64
(Rs. in lacs)

5. @leo_shisafley
3227.44

301.59

1655.72

1270.13
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H. The bank has not made financing for Margin trading during the year.

o @euaurtidl Ui Fhens GTaTHEREE (G REaner aurmbiss Geaneuwirar LammdangL Lyl (Mib elensudlad &L_ense 6r5iib eulphisalldeme.

I. SEGMENT REPORTING _
The Bank has identified two business segments viz., Treasury and Banking Operations. Treasury Operations mainly comprise of
Trading in  Investments and Banking Operations comprise of all other activities. Interest and other costs have been allocated on

reasonable basis.
aumSlurarg sargl Gewuourial Grew®h euamswrar allwurumyd Gfleyserrs GRggaTerg. ey cwndlggean Cewnrsshd
FHUBS LG 10HMID (PSS FDLIBS LI L Fl eraiLanal <@L, Uy ohnib @\s1 Qe sar @)rea [ eSwruml ugsssh GanGuw
Blwmunrer apanmude Lo (fererer.

Part A: (Rs. in Thousands)
Business Segments Treasury Other Banking Total
eflwmrumyl Qifley Operations

Particulars (Pp&eSH FOUBSOTS cumISIGgIanD CFWGTSELD CEorgsid
efleunmiger FIDLBSIOTE

Revenue 246521 2844123 5309544
GU(REUITL

Result 832015 908309 1740324
(Plya

Unallocated Expenses 752690
udlrhuLrs Glewa ser

Operating Profit 987634
Glorss @eTuld

Income Taxes 350000
cu(mLoTer el

Extraordinary Profit/ Loss

QULPESESIEHE, LOTDITET Georuid / Beigl b

Net Profit 637634

Blar @emrui

OTHER INFORMATION

LMD eHleuhIGET

Segment Assets 22733564 24229581 46963145
9 ifley siemaamen Gl s saen

Unallocated Assets 253328
wdlriuLrg Clengg, seer

Total Assets 47216473
Gorges Clerdg)seer

Segment liabilities 22334215 21187632 43521847
feys@naaran WummLiLser

Unallocated liabilities 3694626
udlyhuLrs QummiiLser

Total Liabilities 47216473
Gorgg Gummlyser

Part B: Geographic Segments
sflwrunry @Lgeng Gummss 19 ey ser

Particulars Domestic International Total

efleurhiger 2 BT Ig 6 CleuatBmig b QordHiDd
2 GITEIT @)L_BIKGT 2_GTET (@) L_RIGET

Revenue 5309544 — 5309544

GU(MHEUITLI

Assets 47216473 — 47216473

QemEg)dhaer
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J.RELATED PARTY DISCLOSURE
eQwrunrSens BLESID BUISET aumdlyL st erpuRsSerer elinbssde Geeafliiven efardatiser
Disclosure as per AS-18 regarding related party:-
A: Remuneration paid to Thiru. R.Natarajan, Chairman and Chief Executive Officer of the Bank for the period from
01.10.2002 to  31.03.2003 was Rs.3,97,061/-.
1.10.2002 qoséd 31.3.2003 suerr fim. Grr.sLgreean cutudluflen gsaneell wHmib upgereno Slamil eremm
suenauller eumidl ¢.3,97,061 /- sibuetons eulpridluereng).
B: Remuneration paid to Thiru S.Krishnamurthy, Chairman and Chief Executive Officer of the Bank for the period from 01.04.2002 to 30.09.2002
including terminal benefits was Rs.11,73,879/-.
g, erev. &peyanmepisdl eurdl sanwear wHmb (pserenn HfsTilurs @Qmbs sumasa 1.4.2002 apge 30.09.2002 aucor
#5.11,79,879 sbuiemb wpmib Lenfl @ilie] LoerseTTs cupRISIUL (HeTarg).
C: There is no other information to be reported regarding related party transactions as per RBI guidelines.
CuGo sam_eneal gaily urrs N curiduien auedlymisseieniig GenaflliLhgs Ceueirig i efleuThiseT @esana.

K. Accounting for Taxes on Income

During the year the Bank adopted Accounting Standard - 22 “Accounting for Taxes on Income” issued by the Institute of Chartered
Accountants of India. Consequently the Bank has recorded the cumulative net Deferred Tax Asset of Rs.159.82 lacs relating to the
period upto 31.03.2002 arising out of timing difference as an accretion to General Reserve as on 01.04.2002. Further deferred tax (net)
assets of Rs.453.07 lacs relating to the current year have been recognised in the accounts.

GeuvauL augpurand Bgrar euflow sansdPeudld udle Qaiwiiu’ L @iy sersdl L rarmserdarar flneleanssme
euUENTWMSHLILL L Sas@Epann erer.22 enswimerliul_(HeTeng). 2igen Uiams QeusuGain srasl Ll aigporear eufl Clegisg)eug
whmb dmbul dupes sdral e gsdlama qpulL derggissailar Qwrss wduy 31.3.2002 eeny m;.159.82 Gan’ shusarnes
gansSLul (5 2ignE sowren Qgrans Qurg es&ER erar bl (Harers). Guoagib Geaamauia 31.3.2003 aumiib (pigw
2 drer Blar Qergg walluran ¢5.453.07 Qe shusEns@ swwren Qsras @earu byl samédle eugmunrarors Garsaiinl (Herarg,.
The major components of deferred tax assets / liabilities as at 31st March 2003 arising out of timing difference are as follows:
31.3.2003 eugpomen aufl & (Rieug Hpou Qupeeng sareliCuILLgrs epul L Cergg womb Qurmiisefler slleurtiser SCp
SriuL(HeTaTen
(Rupees in lacs)

DEFERRED DEFERRED
TAX ASSETS TAX
AS ON LIABILITIES
31.3.2003 AS ON
31.03.2003
ClFmggidaer Gurmiiysar
Depreciation on Fixed Assets NIL 225.50

SFWTS QTG gIsa6T g ren Cauinmemd

Interest accrued on Govt.

Securities / Bonds but not due NIL 678.45
(P (HGHET g Tar 6L g H6T eU(HLOTEong er(R&EaL UL

srastlsRaurmagsmed AupliuLrsamey

NPA Provisions (1171.38)
QU(REUT FFLL & SLa&aT BGTan g)s8 B &6

Provision for Retirement Benefit (274.91)
glaLdluss saren esssHaer

Amortisation of Premium (Investments) (70.58)

(waeShsaien surmdlu eflenaé@Lb (ps sllamaéEd 2 drer

SflESILNEE8)6aT8 5 HaIULLane

Deferred Tax (Asset)/ Liability (1516.85) 903.95

augporar aul s (Heugl whmib bl dumnieiams serafl eneugsslamme
‘gul L Qersgisaer wHmb Gummlijser

14. Changes made during the year in the Accounting Policies and their impact thereof on profit and loss account are as under:
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sansE pensafld gpuBSEw wTHDRISET HHID SGaT Geru heyL Gl ernul L eflanareyser

Leave encashment benefits on retirement which were accounted on  “Pay as you go” method till last year is provided on accrual _basis
during the year as per RBI guidelines. The liability in respect thereof upto 31st March 2002 Rs.176.02 lakhs and Rs.49.62 lakhs for' 'the
current year totalling Rs.225.64 lakhs has been charged to  Profit and Loss account and consequently the profit for the yearis  lower
to that extent.

ey AumbEUTps) esrflursEhse Bseparer sNHILILISEHEHE sULpBIEGLD Lemb SLkg <p,a(h cuany SeueuliGUng sulphi@bGung
Famdsle) aTHSSLLLL gl Lms Farel eubidluilen euellumisseisa@ @ ahis GUGunips) geueur(m aibLipb @as80 Qaiulu@dnsg).
Beuauemsiler 31.3.20021b aumLLb (PlgW 2 &TeT HTeSEHIEES 5.176.02 Glal shisEnd BLUL amHEE 05.49.62 Gal srisEmnhd

QorggLd i5.225.64 Qe shiser @es T heigl & samddle) Cardaliul L g allensreurs @) e riiD ibd <Haied @ GODhHEIETETE).

15. In respect of certain branches / offices where information was

considered.

inadequate, the data available at Controlling / Head  office was

Hlav Hlepam @S EISTTE eURRISLILIL L S56U0SET CLITEILTEISTE 50 TSSTED SEENLD HIEUaS DHMLD erenany sU_HLILTL_()

Sigeumsrsaialmig Qupliul L Gearef efleurfiset g CiLiem_ulleh epswimer iuL_(HeTeme.

16. Figures have been rounded off to the nearest thousand rupees.
QgTansaar enUml <@, ullTib Sjere s S(méd erRssluL_(Raremer,

Sd/- R.Natarajan
Chairman

Sd/- S.Kanagasabapathy
Sd/- P.S.Sathiya Seelan
Sd/- P.Nadarajan

Sd/- B.Ramachandra Adityan
Sd/- D.V.A.Manoharan
Sd/- S.Manoharan

Sd/- M.G.M.Maran

Sd/- T.R.Thamilarasu
Sd/- G.Kathiresan

Sd/- S.Selvarathinam
Sd/- George John

Sd/- B.Ramani Raj
Directors

Sd/- T.Palappan
Sd/- P.Annamalaisamy
General Managers

Chennai
31.07.2003

Sd/- K.K.Sharma
Company Secretary

Vide our report attached

For J.Thomas Fernando & Co.
Chartered Accountants

Sd/- J.Thomas Fernando
Partner
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Significant Accounting Policies

1. GENERAL :
The financial statements have been prepared on historical cost
convention and conform to statutory provisions and practices
prevailing within the banking industry.

2. FOREIGN EXCHANGE TRANSACTIONS::

a. Monetary assets have been translated at the exchange rates
prevailing at the close of the year as advised by the Foreign
Exchange Dealers Association of India (FEDAI).

b. Profit or Loss on pending forward exchange contracts and
Nostro account balances are translated at the Exchange rates
prevailing at the close of the year and the resultant gain or loss
is adjusted to Revenue as per FEDAI guidelines.

c. Income and Expenditure have been accounted at the exchange
rates ruling on the dates of transactions.

d. Foreign currency accounts like FCNR(B), EEFC, RFC, etc.
including accrued interest are translated at market related
notional rates which are reviewed pericdically.

e. Acceptances, Endorsements and other obligations including
guarantees in foreign currencies are valued at the exchange
rates prevalent on the date of commitment.

3. INVESTMENTS :

A) Classification of investments has been made as per the
guidelines of Reserve Bank of India issued in October 2000
and modified from time to time,

i) The entire investment portfolio of the Bank is classified under
three categories viz. “Held to Maturity”, “Available for sale” and
“Held for Trading”.

i) The investments are disclosed in the Bzlance Sheet under five
groups viz. (i) Government securities, (i) Other approved
securities, (i) Shares, (iv) Debentures and Bonds and (v)
Others.

B) Valuaticn of investments is done as follows :

i) Investments held under Held to Maturity is valued at book
value. Wherever the cost price is more than the face value, the
premium paid is amortised over the remaining period of maturity.
Profit on sale from Held to Maturity category is initially taken to
P & L account and then appropriated to Capital Reserve Account.

ii) Investments classified as available for sale are marked to market
at the year end. Scrip wise Appreciation/Depreciation is
segregated category wise. The Net Depreciation category wise
is charged to P & L account. The Net Appreciation in any category
is ignored.

iii} Investments classified as Held for Trading are marked to
market scrip wise every month and net depreciation category
wise charged to revenue and the net eppreciation is ignored.

WwEEw  sanse  Qpdpomser

L. GQumrg
B8 gPsmasear Gsrarnp Gsri@ deupd s (mLb
ymmmumq pa_papullss oerer S AU L ErsEnsEn
ol & w 60 LM (B & e W1 e DS SHBEHS (HLD gmu
swriisstiul Herener.
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g‘%ms\ﬂw bfus  Oewmass wrpm  adsirseiauig
vest  wAlL s 1oTHmUUL (Hearer.

WpeECarpum® qUupsised whoib Grrewl Com  sawsdea
oeiten Gpuy aumsAs solfullh Fealu  sEAwus
@3wnmm$ @ wrpm  alfsasdls semadl iul (3,
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D)

61 (U )
ufiorpprrsdar  poLuppn  GCaduile
Qearaaml wrpmp ol fssseflar
semdA_ U’ Bememear.

apBus Qsoreat sans@samsar FCNR (B), EEFC, RFC
o pbea =eren GQaTosser G&i’;ﬁﬁs@eﬁrm el 1 emwuyLh
Sntl1g. rsmg Uil ab  eflmeanfECain  BiramulsEn
Carmpmw wAidle @Edu ppumidle sensdl UL Hererer.
kg  sEfizgeer  guysasd, oEius Oz sl
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mramw WAl smiHe Gaten® wIHOU_ LUl Heren .

\Lp B 60D & 6T

(pSSHseT 2000 amed HHECLTuT wTsd uTTs
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UM&s0u L (Deremer.
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2 gmow gwdsfssliul L s
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(3)

padBser Spssai_arm wAIIE Gxdwdiu@Hs mer

&

1) wpdie) stab wmr mass Gouesngw Uiflefle e eren
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iv) Investments are valued at year end as per RBI guidelines for
31.03.2003 as follows:

a) Central Government Securities are valued as per price list
published by FIMMDA.
b) State Government Securities and other Approved Securities are

valued after appropriate marking of over YTM of Central
Government securities declared by FIMMDA.

c) Debentures and Bonds have been valued with YTM and mark up
as per Credit Spread Matrix and guidelines of FIMMDA.

d) Quoted shares are valued at market rates.

e

-~

Unquoted shares are valued at book value ascertained from the
latest available Balance Sheet and in case the latest Balance
Sheet is not available, the same is valued at Re.1 per company.

Preference shares are valued at YTM if dividend is received
regularly. Where dividend is in arrears, appropriate depreciation
is provided based on the number of years for which dividend is
in arrears as per RBl and Bank’s Board guidelines.

Mutual Fund units are valued at market rates/NAV/Repurchase
price as applicable.

h) Provisions for investments are made as per RBI

norms.

prudential

4. ADVANCES :

All Advances have been classified into performing and
non-performing based on the record of recovery of Instalments/
Interest. Non-performing assets have been further classified into
sub-standard, doubtful and loss assets as per prudential norms of
Reserve Bank of India,

Provisions in respect of Advances are made based on assessment
of the health of the credit portfolio, subject to the minimum
provisioning level prescribed in RBI guidelines, to cover potential
losses which are inherent in loan portfolio.

Advances shown in the Balance Sheet are those considered good
net of provision for non-performing assets and interest suspense
kept in the case of existing suit filed accounts. Interest unrealised
in respect of other NPAs is kept as a contingent liability.

5. FIXED ASSETS :

a) Land, premises and other fixed assets have been accounted
for at historical cost.

b) Depreciation on fixed assets except on computers is provided
on written down value method at rates prescribed under
Schedule XIV to the Companies Act, 1956.

€

iv) ungg Momsl  sumrEulledt  euetuymibs eubdHannars  31.03.2003
Codules pugupn anm 58, psdBed Spssai_summ
wAIEE  Qeduwiiu (Bererg.
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c) Depreciation on computers including hardware, Peripherals &
software acquired for setting up on line banking is  provided
on straight line method at the rate of 33.33%.

6. STAFF TERMINAL BENEFITS :

Gratuity:

The bank provides gratuity, a defined benefit retirement plan
covering all employees. The bank makes annual contribution to a
fund administered by trustees and managed by the Life Insurance
Corporation of India for an amount notified by the LIC of India.
The bank accounts for liability for future gratuity benefits based
on an actuarial valuation carried out by LIC annually.

Pension:

The bank provides pension, a defined benefit retirement plan
covering all eligible employees who have opted for pension. The
bank makes annual contribution to a fund administered and man-
aged by the trustees. The bank accounts for liability for future
pension benefits based on an actuarial veluation carried out by an
external agent annually.

Provident Fund:

In accordance with the law and PF rules of the bank, all eligible
employees of the bank are entitled to receive benefits under
Provident Fund, a defined contribution plan in which monthly
contribution from the employees and/or the bank, contribution is
made at a determined rate. These contributions are made to a fund
set up by the bank. The bank has no liability for future provident
fund benefits other than its annual contribution and recognises
such contributions as an expense in the year incurred.

7. PROVISION FOR TAXATION

Provision for taxation is made on the basis of the estimated tax
liability with adjustment for deferred tax in terms of Accounting
Standard 22 issued by ICAI.

8. REVENUE RECOGNITION :

The bank follows mercantile system of accounting except for the
following income/ expenditure which are accounted on realisation/
cash basis :

- Interest on non-performing assets as per RBI norms.

- Income accounted in the previous year and re-
maining unrealised in respect of advances which have been
classified as Non Performing Assets for the first time during this
year as per RBl norms.

- Locker rent, credit card membership fees, Revenue
Leakage detected, etc.

- Annual maintenance charges, insurance charges and
property tax.
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9. NET PROFIT
The net profit disclosed in the profit and loss account is after

i) provision for direct taxes

i) provision for loan losses

iy provision for depreciation on investments and
iv) other usual and necessary provisions.

Sd/- R.Natarajan
Chairman

Sd/- S.Kanagasabapathy
Sd/- P.S.Sathiya Seelan

Sd/- P.Nadarajan

Sd/- B.Ramachandra Adityan

Sd/- D.V.A.Mancharan
Sd/- S.Manoharan
Sd/- M.G.M.Maran
Sd/- T.R.Thamilarasu
Sd/- G.Kathiresan
Sd/- S.Selvarathinam
Sd/- George John
Sd/- B.Ramani Raj
Directors

Sd/- T.Palappan
Sd/- P.Annamalaisamy
General Managers
Chennai
31.07.2003
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Vide our report attached

For J.Thomas Fernando & Co.
Chartered Accountants

Sd/- J.Thomas Fernando
Partner

Sd/- K.K.Sharma
Company Secretary
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AUDITORS’ REPORT

To

The Shareholders,

Tamilnad Mercantile Bank Ltd.,
Tuticorin.

We have audited the annexed Balance Sheet of the
Tamilnad Mercantile Bank Limited, Tuticorin as at 31%' March 2003,the
annexed Profit and Loss Account of the Bank and the cash flow
statement for the year ended on that date, in which are incorporated
the returns of 14 branches audited by us and 150 branches audited
by branch auditors. These financial statements are the responsibility
of the Bank’s management. Our responsibility is to express our
opinion on these financial statements based on our audit.

We conducted our audit in accordance with the auditing
standards generally accepted in India. Those Standards required
that we plan and perform the audit to obtain reasonable
assurance about whether the financial statements are free of
material misstatements. An audit includes examining, on a test
basis, evidence supporting the amounts and disclosures in the
financial statements. An audit also includes assessing the
accounting principles used and significant estimates made by
management, as well as evaluating the overall financial statement
presentation. We believe that our audit provides a reasonable
basis for our opinion.

The Balance Sheet and the Profit and Loss Account have
been drawn up in accordance with the provisions of Section 29 of
the Banking Regulation Act, 1949 read with Section 211 of the
Companies Act, 1956.

The reports on the accounts of the Branches audited by
Branch Auditors have been dealt with in preparing our report in the
manner ccnsidered necessary by us.

We report that:

a. We have obtained all the information and explanations,
which, to the best of our knowledge and belief, were
necessary for the purpose of our audit and have found
them to be satisfactory

b. The transactions of the Bank, which have come to our
notice, have been within the powers of the Bank

¢. In our opinion, proper books of account as required by
law have been kept by the bank so far as appears from
our examination of those books and proper returns ad-
equate for the purpose of our audit have been received
from the branches of the Bank.

d. The Bank’s Balance Sheet and Profit and Loss Account
dealt with by this report, are in agreement with the books
of account and the returns.
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e. On the basis of the written representation received by
the Board from the directors, and taken on record by the
Board of Directors, we report that none of the Directors
is disqualified as on 31t March 2003 from being appointed
as a director in terms of clause (g) of sub-section (1)of
section 274 of the Companies Act, 1956.

f.  In our Opinion and to the best of our information and
according to the explanation given to us, the said accounts
together with the notes thereon give the information
required by the Companies Act, 1956 in the manner so
required for banking companies, and on such basis and

Subject to the notes on accounts and significant
accounting policies attached to the Balance Sheet and Profit and
Loss Account relating to: '

a. Note No.3 regarding adoption of FEDAI guidelines for
conversion of foreign currency balances and forward exchange
contracts in preference to Accounting Standard 11 (AS-11) of
the Institute of Charted Accountants of India on the same subject
and its effects.

b. Accounting policy No.8 regarding certain items of Income /
expenditiure which are in variance with Accounting Standard — 9
(AS-9) of the Institute of Chartered Accountants of India
regarding Revenue recognition and its effects.

c. Capital to Risk Assets Ratio and other Ratios stated are subject to
the observations (a) and (b) above, give a true and fair view in
conformity with the accounting principles generaily accepted in
India.

i) In the case of the Balance Sheet of the state of affairs of
the Bank as at 31" March 2003,

i) In the case of the Profit and Loss Account, the Profit of
the Bank for the year ended on that date and

i) The Cash Flow Statement gives a true and fair view of

the Cash Flows for the period covered by the Statement.

For J.Thomas Fernando & Co.,
Chartered Accountants

Sd/ J.Thomas Fernando
Partner

Chennai
31.07.2003

The Annual Report has been translated into Tamil to the extent
possible. If there is any error in translation, the Bank, its Directors,
Officers and Employees shall not be held liable.
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1. Thoothukudi Main
2.  Madurai Main

3. Sivakasi

4. Virudhunagar

5. Nagercoil

6. Dindigul

7. Theni

8. Chennai - 21

9. Vilathikulam

10. Muhavoor

11. Kamuthi

12. Pavoorchatram
13. Puthiyamputhur
14. Rajakkamangalam
15. Nagamalai Pudukottai
16. Coimbatore Main
17. Pudur

18. Anjugramam

19. Tiruchirapalli

20. Chennai - G.T.

21. Kommadikottai
22. Megnanapuram
23. Yercaud

24. Kayamozhi

25. Tirunelveli

26. Thalakkulam

27. Mullakkadu

28. Salem

29. Radhapuram

30. Tisaiyanvilai

31. T.Kallikulam

32. Vellore

33. Elayirampannai
34. Kovilpatti

35. Pudukottai (Thoothukudi Dt.)
36. Erode

37. Kumbakonam
38. Aruppukottai

39. Kalloorani

40. Alangulam

41. Bommidi

42. Thickanamcode
43. Thiruvarur

44. Villupuram

45. Palliyadi
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46.
47.
48.
49.
50.
51.
52.
53.
54.
55.
56.
57.
58.
59.
60.
61.
62.
63.
64.
65.
66.
67.
68.
69.
70.
71.
72.
73.
74.
75.
76.
77.
78.
79.
80.
81.
82.
83.

84.
85.
86.
87.
88.
89.
90.

Verkizhambi
Chinnamanur
Colachel
Agasteeswaram
Eriodu

Sayalkudi
Siruthondanallur
Prahasapuram
Chennai - T.Nagar
Rayagiri
Kanjampuram
Podanur
Kumarapalayamputhur
Kannankurichi
Ayyalur
Thanjavur
Sonakanvilai
Arumanai
Usilampatti
Vallalnathi
Pannaipuram
Rajapalayam
Tirupur

Odaipatti
Kallimandayam
Viralipatti
Pavithrampudur
Pottireddipatti
Vattur

Cuddalore
Govindakudi
Vengadampatti
Karur

Palani

Pollachi
Puliampatti
Edalakudy
Madurai - Simmakkal
Industrial Complex
Mayiladuthurai
Chennai - Mount Road
Porulur
Padanthalumoodu
Mayiladumparai
Devathanampettai

Kappukad

LIST OF BRANCHES - STATEWISE

91.
92,
93.
94,
95.
96.
97.
98.
99,
100.
101.
102.
103.
104.
105.

106.

107.
108.
109.
110.
11,
112,
113,
114.
115.
116.
117.
118.
119.
120.
121.
122,
123.
124,
125,
126,
127.
128.
129.
130.

Kancheepuram
Thoothukudi - South
Chengavilai
Vadamalaikurichi
Pandaravilai

Varagur
Chockalingapuram
M.M.Kovilur

Madurai - Chinthamani
Coimbatore - Dr.Nanjappa Road
Chennai - T.T.K.Road
Udumalpet
Tiruchengodu

Karaikudi

Pudukottai (Pudukottai Dt.)
Namakkal
Ramanathapuram

Sattur

Thiruvannamalai
Nagapattinam
Coimbatore - R.S.Puram
Dharmapuri
Sankarankovil
Mettupalayam

Chennai - Aminjikarai
Marthandam

Hosur

Chennai - Tambaram
Palayamkottai
Thirumangalam
Sivaganga

Cumbam

Thoothukudi - SIPCOT
Chennai - Perambur
Chennai - Thiruvanmiyur
Valliyoor

Chengalpattu

Chennai - Anna Nagar
Madurai - Tallakulam
Gobichettipalayam
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ANDHRA PRADESH

. Hyderabad
. Guntur
. Vijayawada

. Nellore

1
2
3
4
5. Rajahmundry
6. Tadepalligudam
7. Secunderabad
8. Visakhapatnam

KERALA

Tirupuram

Kottugal
Thiruvananthapuram
Kollam

Ernakulam
Kozhikode

Changanacherry

® N @ o op e N

Kottayam

LIST OF BRANCHES - STATEWISE

NEW DELHI

1. Delhi
GUJARAT

1. Ahmedabad
2. Surat

3. Unjah
4. Vadodara

MAHARASHTRA

1. Mumbai - Mandvi

2. Navi Mumbai - Vashi
3. Ichalkaraniji

4. Pune

5. Mumbai - Andheri

LA S

@

KARNATAKA

Bangalore City
Bangalore Cantonment
Gulbarga

Mangalore

Hassan

UNION TERRITORIES

1. Pondicherry
2. Karaikal

WEST BENGAL

1. Kolkata
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PROGRESS AT A GLANCE (Rupees in lakhs)

Year Capital Reserves Investments Deposits Advances Profit No. of Branches
1982 19 118 1635 6909 3995 40 96
1983 19 134 2064 9269 5338 49 103
1984 19 171 2815 12487 6580 58 106
1985 19 240 3091 13409 6752 90 108
1986 19 337 3915 14556 7345 136 108
1987 19 424 4765 16795 7810 157 108
1988-89 19 576 5473 17792 10820 228 115
1989-90 28 1025 6309 22604 12445 235 115
1990-91 28 1320 9309 30906 17257 305 117
1991-92 28 1826 12012 40819 20662 498 17
1992-93 28 2470 15975 54769 28838 665 123
1993-94 28 3874 20912 78897 43210 1036 133
1994-95 28 5528 29306 104404 63412 1683 139
1995-96 28 7916 34100 111687 69580 2405 139
1996-97 28 11317 49698 125830 74619 3420 142
1997-98 28 15107 66238 160445 82547 3815 142
1998-99 28 18587 88605 205595 97147 3503 144
1999-2000 28 22623 123899 266453 125504 4063 157
2000-2001 28 27643 148532 319807 158835 5040 160
2001-2002 28 33167 181571 372999 177266 5535 163
2002-2003 28 39660 214211 408458 195998 6376 164
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BALANCE SHEET ABSTRACT AND COMPANY’S GENERAL BUSINESS PROFILE

Registration Details

Balance Sheet Date I 3 |1 I

( Rupees in Thousands )

Capital raised during the year
Public Issue LT T T T T INTrTL]
Bonus Issue LT T T T T InDIE]

Position of mobilisation and Deployment of funds
Total Liabilities L 14l 712164 7]3]

Sources of funds

Paid-up Capital LT T 1T T IeTslaT5]

Secured Loans LT L 1L 1T INJI U]

Application of funds

Net Fixed Assets IHEEEEREBEEL
Net Current Assets | [2]3]e]2]7]1JTs]1]
Accumulated Losses [ | T T T T TNTTJL]

Performance of Company
Turnover I | Isl3]JolalsTs]s5]

[4]6]7 0t fo 1 It |

Total Expenditure |

[ | olsl7lefsl]al
[ Telz 71613 [«]
[ 1 [ Tefefa2]
[ T T T T+ToJo]

Generic names of three principal products / services
of the Company {as per monetary terms)

Profit/ (Loss) Before Tax |

Profit/ (Loss) After Tax L]
EamingpershareinRupees I 1
Dividend Rate % (Proposed) I 1

Sd/- R.Natarajan
Chairman

Sd/- M.G.M.Maran
Sd/- T.R.Thamilarasu

Sd/- S.Kanagasabapathy

Sd/- P.S.Sathiya Seelan

Sd/- P.Nadarajan Sd/- G.Kathiresan

Sd/- S.Manoharan S8d/- S.Selvarathinam

Sd/- B.Ramachandra Adityan Sd/- George John

Sd/- D.V.A.Manoharan Sd/- B.Ramani Raj
Directors

Chennai

31.07.2003

Registration No. I

[1fo o s |

State Code m

[ols | [2[o]ofs]

Rights Issue

Private Placement

Total Assets

( Rupees in Thousands )

LI T I T ] InNJrjoj
[ 1 T InNfrfe]

[ T4l 7]=frf6fa]7 ]3]

Reserves and Surplus L1 Isloe]s]6]o JoJa]

Unsecured Loans

L 14 1]s[7]3]4]5]4]

Investments HERREBEHEREER
Miscellaneous Expenditure L L L LT 1 INJIUJL]
+

ltem Code No.
Product Description

: NOT APPLICABLE
1 Banking Company

Sd/- T.Palappan
Sd/- P.Annamalaisamy
General Managers

Sd/- K.K.Sharma
Company Secretary

Vide our report attached
For J.Thomas Fernando & Co.
Chartered Accountants
Sd/- J.Thomas Fernando.
Partner
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CASH FLOW STATEMENT FOR THE YEAR ENDED 31.03.2003

(Rs.000' omitted)
Cash flow from operating activities

Net profit as per Profit & Loss account 637634
Adjustment for :
Provisions & Contingency 719562
Depreciation 88838
Loss on sale of assets 570

Operating Profit before Working Capital Charges

1446604
Increase / Decrease in Operating Assets:
Purchase / Sale of Investment (3279351)
Funds advanced to customers (2264295)
Other operating Assets 393426 (5150220)
Increase / Decrease in operating liabilities
Deposits from customer 3545906
Borrowing from Banks 424483
Other operating liabilities (200969)
Income Tax paid (391278) 3378142
Net cash generation from operation activity (A) (325474)
CASH FLOW FROM INVESTING ACTIVITIES
Purchase of fixed assets (98689)
Sale of fixed assets 2895
Net cash generated from Investing activities (B) (95794}

CASH FLOW FROM FINANCING ACTIVITIES
Proceeds from Share Capital Nil
Proceeds from share premium il
Dividend and tax there on Nil
Cash Generation from Financing Activities (C ) Nil
Total Cash Flow during the year (A+B+C) (421268)
Increase in Cash / Cash equivalents -
Cash & Cash equivalents 31.03.2002 4264787
Cash & Cash equivalents 31.03.2003 3843519
421268

Note: e

1.The above cash flow statement has been prepared under the indirect method as set out in Accounting Standard - 3 on Cash Flow
Statement issued by the Institute of Chartered Accountants of India.
2. Figures in brackets indicate cash outgo.

Sd/- R.Natarajan

: Sd/- T.Palappan Sd/- K.K.Sharma
Sheirmen Sd/- P.Annamalaisamy Company Secretary
Sd/- S.Kanagasabapathy Sd/- M.G.M.Maran General Managers
Sd/- P.S.Sathiya Seelan Sd/- T.R.Thamilarasu
Sd/- P.Nadarajan Sd/- G.Kathiresan Vide our report attached
Sd/- S.Manoharan Sd/- S.Selvarathinam For J.Thomas Fernando & Co.
Sd/~- B.Ramachandra Adityan Sd/- George John Chartered Accountants
Sd/- D.V.A.Manoharan Sd/- B.Ramani Raj Sd/- J.Thomas Fernando.

Directors Partner
31.07.2003
Chennai







COLD STORAGE UNIT
Financed by the Bank

AN EXPORT UNIT
Financed by the Bank
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