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DIRECTORS' REPORT

Your Board of Directors have great pleasure in
presenting the eightieth Annual Report together with
the audited Balance Sheet as on 31st March 2002 and
the Profit & Loss Account for the year ended 31st
March 2002.

01. ECONOMIC AND BANKING
ENVIRONMENT

The economy has relatively performed well
during the year 2001-2002 despite certain major
global economic down slide. This has been due to the
better performance of agriculture sector recording a
growth rate of 5.7% as against the negative growth
recorded during the previous year. The growth in the
industrial sector of 3.3% was much lower when
compared to the growth rate of 6.2% during the
previous year. The basic fundamentals of the economy
showed satisfactory trends. Inflation rate fell to a
record low of 1.4%; Forex Reserves crossed US $ 50
billion and foodstocks rose to almost 60 million tonnes.

The economic and financizl reforms initiated by
the Reserve Bank of India and the Govt. of India have
brought about significant changes in the banking
industry during the last few years. The disclosure
norms prescribed by RBI have made banking
institutions more accountable and responsive to the
needs of the customers and investor public.

The reforms programme ams at increasing the
operational effectiveness of monetary policy,
redefining regulatory role of RBI, strengthening
prudential and supervisory norms, improving credit
delivery system and developing technology and
institutional infrastructure of the financial sector. The
improvement in the infrastructure has resulted in
technology development and new products being
introduced.

The deregulation of the interest rates accorded
greater flexibility to the banking system to manage the
pricing and quantity of the resources. The prudential
norms on asset classification and valuation of
investments are in line with the international best
practices. The introduction of new techniques of Asset
Liability Management and Credit Risk Management
equips the banks with necessary skills to overcome
market risks. To assess the risk profile of each bank
and fix up the supervision cycle according to the level
of risk, RBI has announced the move towards Risk
Based Supervision by Indian Banks. It will involve
continuous monitoring and evaluation of risk profile of
each bank in relation to their business strategy and
exposure.
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The RBl announced several measures during the
year to provide adequate liquidity and stable interest
rate environment as this has been the stance of the
monetary policy. The monetary management in the
year 2001-2002 was largely in conformity with the
monetary policy of Reserve Bank of India. As spelt out
in Midterm review of October 2001, RBI has been able
to maintain stable interest rate regime throughout the
year with a bias towards further softening of interest
rates as reflected in the yields on government
securities in the secondary market which ruled much
lower than the yields at the beginning of the financial
year.

02, BANK'SPERFORMANCE

Your Bank had a successful year in its 80th year
of operations with its continued good performance.

The aggregate business of your Bank, in terms of
both deposits (excluding interbank deposits) and
advances, increased from Rs.4722.29 crore in March
2001 to Rs.5468.68 crore in March 2002, registering a
growth of 15.81% during the year.

03. PROFIT AND APPROPRIATION

During the year your Bank has earned a net profit
of Rs.5535.25 lacs after making necessary provisions
under various categories. After adding thereto the
surplus brought forward from 2000-2001 Rs.11.73
lacs there is an available balance of Rs.5546.98 lacs
which has been appropriated as under:

Transferto: Rs.inlacs

Statutory Reserve 1670.00

Other Reserves 3831.18

Proposed Dividend

for the year at 100% 28.45

Balance carried over 17.35
5546.98
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04. 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.

05. CAPITAL AND RESERVES

The Capital and Reserves of your Bank have
increased to Rs.331.95 crore from the previous year's
level of Rs.276.71 crore, showing an increase of
19.96% after effecting the proposed appropriations.

06. CAPITAL ADEQUACY

The accretion to capital funds during the year
amounted to Rs.55.24 crore which raised the networth
of the bank to Rs.331.95 crore. The Capital to Risk
Adjusted Assets Ratio (CRAR) has been maintained
at a level of 18% as on 31-03-2002 as against 9%
prescribed by RBL.
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ACCUMULATED SURPLUS
RUPEES IN CRORE

331.67

276.43

1999-2000
07. DEPOSITS GROWTH

The aggregate deposits of the Bank as on 31st
March 2002 were Rs.3729.99 crore, thus achieving a
growth rate of 16.63% over the position as at the end of
the previous year as against the industry's growth of
around 14.3%. The interest rates of the Bank on
deposits are kept in tune with the prevailing trend in the
banking industry.

2000-2001 2001-2002
YEAR
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The average cost of deposits which stood at
9.13% as at 31st March 2001 was brought down to
8.78% by 31st March 2002. 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.

31032001 Gpfluenm enauiy Hsellen Sgren symal
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08. 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.184.31 crore during this period and
reached the level of Rs.1772.66 crore. Advances
made to export sector by the bank stood at Rs.181.68
crore as on 31st March 2002 which constituted
10.25% 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 industries, agriculture, other priority sectors and
weaker sections. The level of advances to priority
sectors at Rs.703.39 crore taken together with the
investment in Bonds amounting to Rs.7 crore eligible
to be included in priority sector advances was above
40% of the total advances as on 31st March 2002.

YEAR
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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 (i) making all out efforts to recover
and regularise the accounts which have turned out to
be NPAs for the first time (jii) 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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09. INVESTMENTS ANDTREASURY
OPERATIONS

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 higher rate
of interest will sustain during the coming years also.

The Investments of the Bank increased by
Rs.330.39 crore and reached a level of Rs.1815.71
crore as on 31st March 2002.The ratio of Bank's
Investments to total deposits as on 31.03.2002 was
48.68%.

2000-2001

2001-2002

YEAR
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The average yield on Investments during the year
was 12.28% as against the yield of 12.51% during the
previous year. Despite decrease in the average yield
on investments due to the declining interest rates, the
income from Investments, comprising interest and
dividend earned during the year was Rs.215.04 crore
recording an increase of Rs.28.52 crore when
compared to such income earned during the previous
year.

10. FOREIGN EXCHANGE BUSINESS

Foreign Exchange Department was shifted to
Chennai from Tuticorin and renamed as "International
Banking Division" with effect from June 18, 2001. This
has improved the operational efficiency of the Division.
The bank has established a state of the art Dealing
Room in the International Banking Division, Chennai.

During the 'year under review, despite subdued
activity witnessed by the foreign exchange market, the
Foreign Exchange turnover has increased to
Rs.2220.51 crore recording a growth of 21.64%. The
profit on exchange transactions earned out of Foreign
Exchange business has increased to Rs.7.68 crore
during the year under report.

The Communication system SWIFT has become
fully operational during the year, which has quickened
the communication between your Bank and other
overseas banks. This has facilitated the bank to render
efficient services to its customers. Bank's website
www.tnmbonline.com has been made lively and more
useful by including an advisory page on foreign
exchange rates which has been well received by the
customers.

Bank's thrust to increase credit to export sector
was continued during the current year also.

B
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FOREIGN EXCHANGE BUSINESS
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11. BRANCHNETWORK

During the year 2001-02, your Bank with the aim
of spreading its reach and expanding the customer
base, opened 3 new branches across the country,
taking the total number of branches to 163 as on 31st
March 2002. The Bank is in the process of opening its
branches at Gobichettipalayam, Kakinada and
Ludhiana during the current financial year.

The Bank has sought for the permission of the
Reserve Bank of India for opening its branches at 12
potential centres, identified by the Bank's Board, as a
part of its Branch Expansion Programme for the
financial year 2002-03. The Bank plans to increase its
Branch network to 175 by the end of March 2003.

The Bank's prestigious building "TMB Peari
Tower" at Chennai Anna Nagarwas opened during the
year to house its Anna Nagar branch, second
Currency Chest, Data Centre for Network banking,
International Banking Division and Information
Technology Department.

12. PERSONNEL

The Bank's total staff strength was 2228
employees as on 31st March 2002, consisting of 660
Officers, 1181 Clerks and 387 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 Coliege at Nagercoil
conducted 59 programmes, imparting training to 464
Officers, 759 Clerical employees and 54 Sub-ordinate
staff.

In addition to the in-house programmes, 165
officers were deputed to other institutions in India like
SIBSTC-Bangalore, BTC-Mumbai, NIBM-Pune,
IMAGE and Reserve Bank Staff College, Chennai.

Further 19 Officers had been trained by
INFOSYS in order to test and implement the FINACLE
Software successfully at the Branches. 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 training to enable the branches to
switch over from Integrated Banking Software to
FINACLE Software in a phasedmanner.
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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.245.45 lacs as on 31st March 2002 from
Rs.214.94 lacs in the previous year.

B
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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
Bankto furnish a statement with particulars prescribed
under the Act and the Companies (Particulars of
Employees) Rules, 1975.

13. 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 2002. Timely submission and
scrutiny of the control returns were given adequate
importance at all levels with necessary foilow-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 31stMarch 2002.

2000-2001 2001-2002
YEAR
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14. INTERNAL CONTROLINSPECTION/AUDIT

Inspection / Audit is one of the effective internal
control systems in the Bank. During the year 2001-
2002, Internal Inspection was conducted in 160
branches of the Bank out of the total number of 163
branches leaving the three branches 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
afew.

Concurrent Audit System, another important tool
of internal control has been introduced in 40 branches
including all the Foreign Exchange "B" category
branches covering more than 60% 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
96 key branches.

During the year Management Audit was
conducted in 3 Regional Offices and 9 Departments
including the International Banking Division, Chennai
by the Bank's Inspection Department. In addition, the
accounts having credit facilities of Rs.50 lacs and
above have been subjected to Post Credit Supervision
by the Inspection Department and 73 branches
involving 398 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
allthe 140 computerised branches.

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.

Go
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15. 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
beenimplemented.

16. TECHNOLOGY UPGRADATION

The Bank has been a forerunner among the first
generation Private Secter 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.
140 out of the total 163 branches are computerised
whichinclude some of the rural branches also.

The [T initiative of the Bank to replace the existing
software with a centralised core banking e-platform
"FINACLE" from M/s. Infosys Technologies Ltd., was
continued with full vigour. A Hi-tech Data Centre,
conforming to International Standards has been set up
at TMB Pearl Tower, Chennai. The Data centre
became fully operational in the month of January 2002
and the first pilot branch at GT, Chennai went on-line
on 18.02.2002. Three branches have gone on-line till
31stMarch 2002,

The roll out is happening at a quick pace and 60
branches are expected to be integrated and networked
before the end of September 2002. The bank is poised
to offer "any branch" banking services soon.

17. ASSETLIABILITY 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.
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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
focussed internal audit. The Bank is confident of
making a smooth transition to RBS as required by the
Reserve Bank of India.

18. BOARD/AUDIT COMMITTEE MEETINGS

The Bank's Board had 21 meetings while the
Audit Committee of the Board met 7 times during the
year.

19. CHANGESINTHE BOARD DURING
/THE FINANCIALYEAR

i) Shri H.Natarajan, apppointed by Reserve
Bank of India as an Additional Director
ceased to be a member of the Board on
06.07.2001.

i) Shri A.Somasundaram has been appointed
by Reserve Bank of India as an Additional
Director since 12.07.2001.

i) Shri S.Narasimhan, appointed by Reserve
Bank of India as an Alternate Additional
Director ceased to be a member of the Board
on 18.09.2001.

iv) Shri S.T.Kannan has been appointed by
Reserve Bank of India as an Alternate
Additional Director since 18.09.2001.

v) ShriY.D.Rao, appointed by Reserve Bank of
India as an Additional Director ceasedtobe a
member of the Board on 28.09.2001.

vi) Shri George John has been appointed by
Reserve Bank of India as an Additional
Director since 28.09.2001.

vii) Shri T.R. Thamilarasu has been co-opted by
the Board of Directors as an Additional
Directorsince 19.03.2002.

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.
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20. STATUTORY AUDITORS

The Statutory Auditors of your Bank M/s.
J.Thomas Fernando & Co., Tuticorin were re-
appointed in the 74th Annual General Meeting 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.

21. OTHERS

As your Bank has no activity relating to
conservation of energy and technology absorption,
such particulars are not required to be furnished under
Section 217 (2)(e) of the Companies Act, 1956.

22. COMMENTS ON AUDITORS' REPORT

The Notes on Accounts and Significant
Accounting Policies referred to in the Auditors' Report
are self-explanatory except the following, namely:-

Regarding item 14 of the Notes on Accounts with
regard to Income Tax liability, most of the issues
pending before the appellate authorities have been
decided in favour of the Bank. The same issues are
pending for the subsequent years and the Bank's Tax
Consultants had given opinion to the effect that the
disputed tax liability need not be provided for fully. This
is also in line with the practice followed by other banks
onsuch issues.

Regarding Accounting Policy No:5, b & ¢, the
charging of depreciation on straight line method at the
rate of 33 1/3% is in line with the guidelines issued by
Reserve Bank of India.

23.DIRECTORS’ RESPONSIBILITY STATEMENT
Inthe preparation of the Annual Accounts,

i) The applicable accounting standards have
been followed and material departures have
been properly explained.

iy 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.
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iii) 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 cancern basis.

24. 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 M/s. S. Srinivasan &
Co., Company Secretaries, No:50 (Old No: 19),
Bagirathiammal Street, T.Nagar, Chennai -17 is
annexed to this Report.

25. 80TH YEAR ANNIVERSARY CELEBRATIONS

The Bank celebrated its 80th Anniversary on 11th
November 2001 at Tuticorin. A grand function was
arranged at VOC College Auditorium, Tuticorin. Shri. S.
Venkitaramanan (Former Governor, Reserve Bank of
India), Dr. S. Narayan (Secretary to Government,
Department of Revenue, Ministry of Finance, New
Delhi), Prof. V. S. Ramamurthy (Secretary to
Government, Department of Science and Technology,
New Delhi), Shri Mohammed Tahir (Executive
Director, Reserve Bank of India) were the dignitaries
who adorned the function. Besides the Chairmen and
Top Executives of fellow banks, Government Officials
and business elites attended the function and offered
felicitations. Various cultural programmes were
arranged at  the function also involving the
participation of TMB Employees.

26. FUTUREOUTLOOK

The Bank has taken proactive steps to develop its
services to suitthe 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 portfolic. The  substantial
technological improvements made by the Bank by
networking its branches will not only enhance the
customer satisfaction but also enable the Bank to
introduce a series of new products and services during
the year.

i) and Quaegpisda uvatamullL &l
JlLisess Qans swésE apss
(pepsamer sallgiudle gurarer wHmD
Gungorer sSaued Csaysuereniaser

v) vopw eard Quigpisar a@mLThir
semsGamer pLsH Oarargnmsdn @@
augnuend eenuems smHHle Carembr swmr
Qeligerermisar.

24. sweluefl Cpflypampsmery Gerupdw
UENE S S TG FTET ISP

soQueflaer sliw el Gfe 383 o (1) &
samLghdemnias erewm 50, (Lempw erer 19) umEyuibiomer
Q@ Swrsrrgy paf. Csaemer - 17 dlarssde o drer
aov faflansen gen Car, snbuall srilushd seiserre
aupRSLIULL. UL @RIG (pansamen sl Uiy liug updiu
srenlsflen pas) @Eg_en Qenemsaliul Peteng.

25, aeugTag UL ClEmeT M L M&er

Qeaandurerg searg 80ag am aflpreneu
s1$asEhlle eags 2001 a@mLb mewud b prer
Qaram_mqws. Gsnblear gm Aplunear Hepsd 15566y
ae dl. segrfl semawrhssdlo pLbsg. Sm e Qe L
rwemer (Uryg fete endller (penermer o @b, LTHLT
aevprymwen (Cewenert, @Sy gyemis aumorarggenn.
HE yewssad, yg O, Hnm.el.as.@rmoeapiss,
Cewerent, (@bfu reris syflelue whmb Omfo
Busgen, ygitlel) Sm wawg srér Qswe BuaGb,
unys feies arnd) HACuNT snpgy Carer® Bapsédss
owE Csissert. ss andseller soeatsedr, owr
Siflarflaer, orerthns  o@aisar eHpn  Qgmfla
sifutadr @pflspsdle sapg anpsgemy aphdeamiser.
veamsuter saeblapéflsa panQupner. yaphlé
561109, eurué] eamflwi & @pid LAGsHMETT.

26. eargliasmrev pLcuig &ens

andlurag argsémswunaisealar sHsme
Cpeoasbapu Goemas yfluyd Qurmli@ uve penCerme
pLanamasmer ahiss améng. e@md yenpsafe
faweny elurumrsdle s@se saeab CFgssisd, wHHID
sOCurgeter sLensamer Frenwliug oy dwanhns
weEdwsgan CasrRésiubn. Raand LHaearsamer
ordomamagb Qurn @ Coplstar@erar Osmfle miu
Sl msd amrgimauraisefiar oflaflagn
Coomasamers yis5d Qewaltsth) ygamsura amd
Coamaisenenyd oiflwsiu@ss afl aigsEin.
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27. ACKNOWLEDGEMENT

The Board places on record its appreciation for
the valuable patronage, 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 other 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 appropriate technology
architecture, has been the hall mark of this effort. The
Board places on record its appreciation for the
excellent 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

Sd/- Shri.S.Krishnamurthy
Chairman & Chief Executive Officer.

Place: TUTICORIN
Date : 25.07.2002

B

amdlflen Hiarss @@ amgsmsunenisd, &5
amdlser, B flgeerisar wpmb Caellsn iyed afsgn
@pduiaser amduiler Bg masdmaed perwdiy wnmb
andsE padwu @sseply o gl g duabdne
umprigener Ggflefladng. amdulen senfluiseflar swrrs
2. apliy wHmb amg&amawureniaefiern il amddlen
aaer (pwihdlaefled o mgenemurs sewdng.

27, penrlujenr

ammdlfenr @usEnT G, Ltrs Mere ernd, Blhdw
DYTETRSD WHDD wrle Graser WHMD EUHEEG (ParnL
UGBEID TN oy EERIURIGERGGD BaTser ey
SsTHDED. flomrseEysEn b bl e
Forifsdenms).

amdlller emfluiaer BlEhs FHUTCGHLear Qeweu’ ()
amiapent. aaowmr Hamewllgid oerer  safluiseflen
pordomanbs (YwuHflybd FRUIGD e wiarer GQsmfe
B usGan® Ceihg eursefllar Cewaurpaemésh o sel
yiélpg. aresrewors Qaamd ooLbg @b
FTgmansEnsE and omflurser gy omb umdener
Busepi G Moo amibs a@marasdgn s
Qam_(mi eretrm) HLOLEDS).

Blus@nt gepeilen g enemiig

(epLiid) erenv. Elmapevorepy & 41
Seneeurr NN seneeno Blieurs sl

B b gn55G9.

Ggd): 25.07.2002.
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ANNEXURE TO DIRECTORS' REPORT FOR THE YEAR ENDED 31.3.2002
Compliance Certificate
[Pursuant to Section 383A of the Companies Act, 1956]

To

The Members of Tamilnad Mercantile Bank Ltd.
Regd. Office

57,V.E.Road

Tuticorin -628 002

We have examined the registers, records, books and papers of Tamilnad Mercantile Bank Limited as required
to be maintained under the Companies Act, 19586, (the Act) and the rules made thereunder and also the provisions
contained in the Memorandum and Articles of Association of the Company for the financial year ended on 31st
March,2002. In our opinion and to the best of our information and according to the examinations carried out by us
and explanations furnished to us by the company, its officers and agents, we certify that in respect of the aforesaid
financial year:

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

2. The Company has duly filed the forms and returns as stated in Annexure 'B' o this certificate, with the
Registrar of Companies within the time prescribed under the Act and the rules made thereunder. There
were no forms and returns required to be filed with the Regional Director, Company Law Board or other
related authorities during the year under scrutiny.

3. TheCompanyis notaprivate limited company.

4. The Board of Directors duly met 21 (twenty one) times on
25.04.2001, 26.04.2001, 18.05.2001, 28.05.2001, 29.05.2001, 26.06.2001,
27.06.2001, 30.07.2001, 31.07.2001, 29.08.2001, 30.08.2001, 28.09.2001,
29.09.2001, 30.10.2001, 31.10.2001, 29.11.2001, 22.12.2001, 30.01.2002,
31.01.2002, 18.03.2002& 19.03.2002
in respect of which meetings proper notices were given and the proceedings have been duly recorded

and signed. 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.

5. TheCompanydid notchoose to close its Register of Members as allowed by the provisions of Section 154
of the Act during the year under review. The Company has not issued debentures anytime and, therefore,
the question of closure of Register of Debenture-holders does not arise.

6. The Annual General Meeting of the Company for the financial year ended on 31.03.2001 has not been
held during the calendar year 2001 or subsequently till the date of this report. No notice for such an Annual
General Meeting which ought to have been held on or before 31.12.2001, the extended date as permitted
by the Registrar of Companies, Tamilnadu vide its letter No. 1908/PC-I/Extn/2001 dated 18.09.2001 has
been issued to the Members of the Company. As such the question of recording resolutions passed at
such a meeting does not arise. However, the Company has duly reported the reasons for not being able to
hold Annual General Meetings to the concerned Registrar of Companies and the Reserve Bank of India.

7. Noextra ordinary general meeting was held during the financial year ended 31.03.2002. No notice for any

’ such meeting was issued to the members of the company. The question of recording resoluhon passed at
such a meeting therecf, therefore, does not arise.

8. 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.

9. The Company has duly complied with the provisions of Sec 297 of the Act in respect of contracts specified
in that Section to the extent applicable to a Banking company.
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12.
13.

14.

15.

16.
17.

18.

19.

20.
21.

22.

U___

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

There is no employee drawing Rs.20,000/- p.m. or more who is relative of a director of the Company as

‘provided in Schedule 1A referred to Section 6 of the Companies Act, 1956 read with Section 314 of 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 other purpose after duly
registering the same in accordance with the provisions of the Act, save in those cases where
technical infirmities leading to contentious litigations were involved.

(i) no dividend was declared by members as no Annual General Meeting was held during the year
under scrutiny or by the Board and therefore, the question of depositing any amount in a separate
bank account does not arise;

(i) no dividend was declared by members as no Annual General Meeting was held during the year
under scrutiny or by the Board and therefore, the question of paying/posting warrants to members
does not arise. Consequently, no amount requires to be transferred to the Unpaid Dividend
Account pursuant to u/s 205A 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 and,
therefore, the question of transferring such amounts to Investor Education and Protection Fund
does not arise. Section 205-C does not apply to deposits held by this company as it is Banking
Company.

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

The Board of the Bank is duly constituted except for the fact that the question as to the capacity of 1 (one)
director appointed in AGM held on 23.09.1994 and 8 (eight) directors appointed by the Board from time to
time as additional directors to continue as directors has remained unresolved as Adjourned Annual
General Meeting for 1996 and Annual General Meetings for the subsequent years have not been held till
the date of this report.

Pursuant to Section 35-B (2) of the Banking Regulation Act, 1949, the provisions of Section 269 read with
Schedule XllI to the Act do not apply with regard to appointment of Chairman and Chief Executive Officer
of the Bank. Consequently, there was no need for obtaining any approval of the Central Government in
respect of his appointment.

The Company has not appointed any sole-selling agent.

The Company obtained extension of time till 31.12.2001 for holding the Annual General Meeting to be
held during the calendar year 2001 vide letter No/1908/PCI/Extn/2001 dated 18.09.2001 issued by the
Registrar of Companies, Tamilnadu, Chennai. No other approval of the Central Government, Company
Law Board, Regional Director, Registrar or any other related authority was necessary and hence not
obtained.

The directors have disclosed their interests 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 shares/debentures/other securities during the financial year ending
31.03.2002.

The Company has not bought back any shares during the financial year ending 31.03.2002.

The Company has not issued any preference shares/debentures during the year under scrutiny or earlier
and therefore, the question of redeeming any preference shares/debentures does not arise.

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 or bonus shares were
declared/issued during the year under scrutiny.

D,
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Pursuant to sub-section (7)(a)(i) of Section 58 A and sub-section (11) of Section 58AA, the provisions of
both Sections 58A and 58AA of the Companies Act 1956 do not apply to the Bank. 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 31.03.2002 are within the borrowing limits of the company and that
necessary resolutions as per section 293(1)(d) of the Act have been passed in duly convened annual
general meetings. :

The Company is a banking company and, therefore the provisions of Section 372A 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 anc consequently 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.

30. The Company has notaltered its articles of association during the year under scrutiny.

31. ltis 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
guestion of paying fines or suffering penalties or any of other punishment by the Company/its officers,
therefore, does notarise.

32. The Company has received Rs.1,00,000/- (Rupees one lakh only) as security deposit from its employees
during the year under certification and the same has been deposited as per provisions of section 417(1)
ofthe Act.

33. The Company has deposited both employees' and employers' contribution to Provident Fund with
prescribed authorities pursuant to section 418 of the Act.

For M/s. S.Srinivasan & Co.
Company Secretaries
Sd/- Sd/-
Place : Thoothukudi S.Srinivasan K.S.Ravichandran
Date :23.07.2002 Senior Partner Partner

Annexure - A

Registers as maintained by the Company

Register of Members

Shareholders Ledger

Index to Shareholders Ledger

Register to record duplicate Share Certificates Issued

Register of Directors & Directors' shareholding

Board Attendance Register

Register to record despatch of Board / Committee Meeting Notices

Register to record the contracts entered with parties and concerns in which Directors are interested as
required under Sec.301 of the Companies Act, 1956.

O NGRS
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Annexure - B

Documents filed with the Registrar of Companies

Date of Pursuant to
S.No. Nature of Event Form No. Filing Sec In respect of
1 Consent to act as Director 29 31.07.2001 264(2), i. Shri
266(1) (a) A.Somasundaram
and 266 (1)
(bj (ii)
2 i. Cessation of Directorship 32 31.07.2001 i. 303 (2) i. Shri
ii. Appointment of Additional ii. 303 (2) H.Natarajan
Director. i. Shri
A.Somasundaram
3. Consent to act as Director 29 09.10.2001 264(2), i. Shri
266(1) (a) S.T.Kannan
and 266 (1)
(b) (i)
4. i. Cessation of Directorship 32 09.10.2001 i. 303 (2) i. Shri
ii. Appointment of Alternate ii. 303 (2) S.Narasimhan
Additional Director. ii. Shri
S.T.Kannan
5. Consent to act as Director 29 17.10.2001 264(2), i. Shri
266(1) (a) George John
and 266 (1)
(b) (i)
6. i. Cessation of Directorship 32 17.10.2001° i. 303 (2) i. Shri Y.D.Rao
ii. Appointment of Additional ii. 303 (2) ii. Shri
Director. George John'
7. Balance Sheet as on 31.03.2001 Sch. VI 23.01.2002 220 -
8. Annual Return made upto Sch.V 23.01.2002 159 =
31.12.2001
9. Consent to act as Director 29 04.04.2002 264(2), Shri
266(1) (a) T.R.Thamilarasu
and 266 (1)
(b) (ii)
10. | Co-option as Director 32 04.04.2002 303 (2) Shri )
T.R.Thamilarasu
For M/s. S.Srinivasan & Co.
Company Secretaries
Sd/- Sd/-
Place : Thoothukudi S.Srinivasan K.S.Ravichandran
Date :23.07.2002 Senior Partner Partner
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(Rs. in Thousands)

BALANCE SHEET AS ON March 31, 2002 March 31, 2001

CAPITAL & LIABILITIES Schedule
gpeugenpd CumglysEsd DIl _cuen e
Capital | 1 2845 2845
UBI@E ppegearid
Reserves & Surplus 2 3316691 2764296
R&sEHser wHMID erEghAullHiuame
Deposits 3 37299877 31980696
eaully Hflser
Borrowings 4 303188 243777
Qupp sLerser
Other liabilities and provisions 5 1865175 1692130
@sr QuTyyser LHMID @&sS0iEeT

Total 42787776 36683744
ASSETS
Cerggiéaer
Cash and balances with Reserve Bank of India 6 3177701 3312452
Qprés @y, Aete amdule o arar @moyw
Balances with Banks & Money at Call & Short notice 7 1087086 916429
@57 anflaafld 2 érer riyb, gnéu srasda anmmbasmnu Asrasyb
Investments 8 18157187 14853245
CERloLY
Advances 9 17726607 15883495
Qarhiss s_ensar
Fixed assets 10 487610 318984
Beveowren Llenggéast
Other Assets 11 2151585 1399139
@7 Qergmsser

Total 42787776 36683744
Contingent liabilities 12 12574609 9032658
spsTiURsmer DignFfss Clurmliyser
Bills for collection 2443173 2300515
uGasE Qubmé teram Neoser
Notes on Accounts 17
samEGSHET FbubsoTen cflarss e any

The Schedules referred to above form an integral part of the Balance Sheet.
GuCe GANG Herer oy L auenenigen. ardl @iy Hanes GHILCUTH Benanbs UGSLTEGL.

Sd/- S.Krishnamurthy

Chairman Sd/- S.Sathiya Seelan
Sd/- P.Nadarajan
Sd/- S.Manoharan
Tuticorin

25.07.2002

@

Sd/- S.Kanagasabapathy

Sd/-T.R.Thamilarasu
Sd/- G.Kathiresan
Sd/- George John
Sd/- B.Ramani Raj

Directors
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TAMILNAD MERCANTILE BANK LTD.

PROFIT & LOSS ACCOUNT R A
] ) March 31, 2002 March 31, 2001
I. Income Schedule
GH@IDITWLEJ DL euen G
Interest Earned 13 4328886 3756221
e iguller pped Glubme
Other Income 14 624661 511497
@& eumomend e A
. Total 4953547 4267718
[I. Expenditure - e =
Cleavayser
Interest Expended 15 2894847 2548364
Carpésiu’ L el
Operating Expenses 16 853422 698181
menL (e blFeeymer
Provisions and Contingencies 651753 517153
@g&sfser wHmb rlHS Csnamaser S
Total 4400022 3763698
I11. Profit / Loss _—
QLD / Bl tb
Net Profit for the year 553525 504020
Bhs eupLsdlw fay amub
Add Profit brought forward 1173 288
Qe aupLsHu enugde S5 Csrams e e
Total 554698 504308
IV. Appropriations E—
8580 Clswigama
Transfer to Statutory reserve 167000 152500
sl fanrer @as8 06 wrpniiul L ame
Transfer to other reserves 383118 347500
ganenw AélsEnsE @absiu’ L g
Dividend
U@ oL
Proposed for 2002 at 100% 2845 NIL
Qarhssiu. BmaEn ukg somub - 2002
Proposed for 2001 at 100% (including tax on dividend) NIL 3135
Qarfésiur Gma@n ukiEg emub - 2001
(kg eorugder Bgrer eufl 2 1L
Balance carried over to Balance Sheet 1735 1173
055 YeamanE taranf Qeaaiupn CGgrams
Total 554698 504308.

Vide our report attached

Sd/- T.Palappan For J.Thomas Fernando & Co.,

Sd/- P. Annamalaisamy Chartered Accountants
Sd/- S.Karunagaran
General Managers Partner

@D
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(Rs. in Thousands)

SCHEDULES TO BALANCE SHEET AS ON March 31, 2002 March 31, 2001
Schedule I - CAPITAL
i Leaenenr 1 - L@ ppevsetd
Authorised Capital
SEEsTTn Qubn ppesemDd
1,00,00,000 Equity Shares of Rs.10/- each 100000 100000
¢m.10/- efgib 1,00.00,000 wrigasar
Issued, Subscribed, called-up and paid-up capital
2,84,454 equity shares of Rs.10/- each
sugré:&.irm'_l_gl.b upms ClameTaruul _gw 2845 2845
¢5.10 g 284,454 LiigseT
Total 2845 2845
Schedule 2 - RESERVES AND SURPLUS
D L euenent 2 - @a&ERaer whpbd e fuiimliLeney
1. Statutory Reserve
&L yramwrer @u&dRser
Opening Balance 856569 702919
by Bmiy
Additions during the year 168715 153650
BLLY &y &g CoT5s8)
) Total 1025284 856569
II. Capital Reserve
gpeger Flg]
Opening Balance NIL NIL
rieu ooy
Additions during the year 6118 NIL
pLiy spemge Ceisss) ‘
Total 6118 NIL
II1. Revenue and other Reserves
e wogd e Fldlser
Opening Balance 1906554 1559054
< rou @oly
Additions during the year 377000 347500
pLiy enne Ceiszs)
Total 2283554 1906554
IV. Balance in Profit and Loss Account 1735 1173
Beoru peip & semsdleruy Blgdurer Beorud
Grand Total (I, Il, 1l & V) 3316691 2764296
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(Rs. in Thousands)

SCHEDULES TO BALANCE SHEET AS ON

March 31, 2002

March 31, 2001

Schedule 3 - DEPOSITS

DL Leuenaar 3 - enautiy Fldlaer

A. L

II.

Demand Deposits
Caty enauiy Hldlseir

i)  From Banks
qurs &l 16l 5 5

iiy From others
wnmeu safl_ublmba

Savings Bank Deposits
Cxbliy sems@aer

II1. Term Deposits

I1.

Ghss srew evaly Fl4)

i) From Banks
aurii & ol L8l b

i) From others
wme &aifl Bl b

Total (I, Il and III)

. Deposits of branches in India

Brdlunaliler @ma@w Seversefley 2 erer enculiny Klflser

Deposits of branches outside India
Gaveflpr (p) Sleversefles 2 erar emauy Hldlser

Total

12826

5349463

4025807

326888

27584893

37299877

37299877

NIL

37299877

18055

5150443

3421355

623216

22767627

31980696

31980696

NIL

31980696
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(Rs. in Thousands)

SCHEDULES TO BALANCE SHEET AS ON March 31, 2002 March 31, 2001

Schedule 4 - BORROWINGS

L euement 4 - Clupp SLerser

I. Borrowings in India
B dunafler amrtidlu &L eraer

i)  Reserve Bank of India NIL NIL
fares el 16limHEl
i) Other Banks NIL NIL
Bsr aurndlsetlblmba)
iy Other institutions and agencies 303188 243777
@sr H8 foeansdlfiobs
II. Borrowings outside India NIL NIL
Qavaflprfeeficv Cupm SLerser _ _
Total 303188 243777
Secured borrowings included in | and Il above NIL NIL

Cula gALSC L | vymb Il Bé rliger Cufler armdu sLednser

Schedule 5 - OTHER LIABILITIES AND PROVISIONS
o Lavenam 5 - @sr Qurmlyser wHpb @assHaeT

iy  Bills Payable 1001419 957822
Qen@ésine Ceuamgu Sleser
i) Interest accrued 421647 380484

Qarfss Ceuemguw e’ ig

i) Others (including Provisions) 442109 353824

wppenes (@HsERHse o (UL

Total 1865175 1692130
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(Rs. in Thousands)

SCHEDULES TO BALANCE SHEET AS ON March 31, 2002 March 31, 2001
Schedule 6 - CASH AND BALANCES WITH
RESERVE BANK OF INDIA
DL auenenr 6 - Clgrags @uiyw Mejes eunrdlller 2 erer @miiub
Cash in Hand 1010045 703718
Quras @miy
Balances with Reserve Bank of India
fere eurdlufle) 2 erer E(miiy
In Current account 2167656 2608734
BLUY &6 G Eate S S
Total 3177701 3312452
Schedule 7- BALANCES WITH BANKS & MONEY AT
CALL AND SHORT NOTICE
i Lauenenr 7 - @ay aidlseflles o erer Bumiyb
Eufl sregdler cunhsssagu Clgmensud
I. In India
S5 Suraller
iy  Balances with Banks
@sr andlaaé 2 erer @iy
a) Incurrent accounts 665446 531421
BLLL sawbEsaflé
b) In other Deposits 66000 241000
WwhHenm &R & (&6
i)  Money at call and short notice NIL NIL
Gndu sresfe amsssmigw Oeras
i) Deposits with NABARD 119427 NIL
wumi ) eurdlufed 2 erer eneutiy H
Total 850873 772421
IL. Outside India
Qavefipr@seafley
In current accounts 236213 144008
BLLLY Gaws @safie _
Total 236213 144008
Grand Total (1 & 1) 1087086 916429
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SCHEDULES TO BALANCE SHEET AS ON March 31, 2002 March 31, 2001
Schedule 8 - INVESTMENTS
L euenen 8 - (pseSHiser
L Investments in India
Bidluraller apsef@aar
i}  Government Securities 9952971 77409486
ws&hw wrfle L& sLer LSSTh&ET
i)  Other approved securities 486706 433437
whepw hfsfssiol L ugHruser
i) Shares 7279 7279
U@ ST
iv) Debentures & Bonds 7682055 6616382
&L USSR ST
v)  Others - Mutual Fund 28105 55130
whmenel - samw Hd
Deposit with IDBI % 71 71
wau'iy B8] - @bHu Azmfledr @penG
Total 18157187 14853245
Gross Investments 18184372 14882004
Qurgs peeser
Less : Provision for Depreciation 27185 28759
eflés : Colnnargdharear zsdH
Total 18157187 14853245
I Investments outside India NIL NIL
CaafiprRsafler (psel@Gear
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(Rs. in Thousands)

SCHEDULES TO BALANCE SHEET AS ON

March 31, 2002

March 31, 2001

Schedule 9 - ADVANCES

i Leuenern 9 - Clan(gs sLensar

A )

iii)

ii)

Bills purchased and discounted
penseyeit CFlsgn aunhdwigoner Saser

Cash credits, overdrafts and loans repayable
on demand
Gomsalupm, siflaiupm euend wHmbd
Cal@weluripsg Carpds Caemyw &L ensar
Term loans
sres Da@iaerer &l emser

Total

Secured by tangible assets*

*(includes advances against book debts)
Rencuwrer Carggsaeflean mliner Cufla (lHa

sLangaflen Genamug e aupmsiu’ L sLdrseaner o erar_ g
Covered by Bank / Government Guarantee
aubdl LHMID HTFTRE 2 SHTUTSEFIL N olq WG|

Unsecured
rliyer Gufle Baerssg
Total

C. Advances in India
Brdlurelley &L ersar

i)

Priority Sector
(pengnflenwls Oflefiipeg

Public Sector
Qurgeyen_sawl Gflalne

Banks
wuril & 4 615 & (5,

Others
whHmeney

Total

1417389

10723746

5585472

17726607

16917191

82783

726633

17726607

7033918

NIL

NIL

10692689

17726607

1715396

9573002

4595097

15883495

15101362

115131

667002

15883495

6689969

NiL

NIL

9193526

15883495
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TAMILNAD MERCANTILE BANK LTD.

(Rs. in Thousands)

SCHEDULES TO BALANCE SHEET AS ON

Schedule 10 - FIXED ASSETS

L euenenr 10 - Blevevwner Clens g s ser

L.

IL.

Premises

Sl mser

At cost as on March 31, preceding year
Whesw gy emp wrrF 3@ armdu eflaneliuig

Additions during the year
BLUL Sy emigd) eumradlug

Deductions during the year
Bl S emq e sE1558

Depreciation to date
prerg cuanyulled Caunomentd
Total

Other Fixed Assets (including Furniture & Fixtures)

Sy Aevevwrer Cerggsscr (Dgeueas sroraraew Cofssema)
At cost as on March 31, preceding year
phensw e o 3@ armdy eemeliuyg

Additions during the year
BLUY gy, @Tg.60 eumidlwg)

Deductions during the year
BLY ey sf55s

Depreciation to date
prerg euenyuilés Galomend

Total

Grand Total (I & )

March 31, 2002 March 31, 2001
258847 249063
79328 10055
338175 259118
NIL 271
338175 258847
62602 53481
275573 205366
385659 359398
139168 31209
524827 390607
1040 4948
523787 385659
311750 272041
212037 113618
487610 318984
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(Rs. in Thousands)

SCHEDULES TO BALANCE SHEET AS ON

March 31, 2002

March 31, 2001

Schedule 11 - OTHER ASSETS
L Lauenenr 11 - Qs Clons s sser

Inter-Office adjustments
Aenars@EnéEer 2 ater Hlayenauser
Interest accrued
aurGeuerig Ll eully
Stationery and stamps
US5EREET, UTTRISET DHMID DEEFD SEMEEHET
Non-Banking Assets acquired in
satisfaction of claims
s aassEsats Cubn andde Asmie Fyrs Osrsséaen
Other Assets
Bar Qengssaar
Total

Schedule 12 - CONTINGENT LIABILITIES
DL auenent 12 - FESFLULBIGmeT jen&Fiflés Cluimpiiser

l.

Claims against the Bank not acknowledged
as debts (including disputed income tax &
interest tax liability under appeal /

reference etc.)

sLansen arenm amdure gmisfssiuirs
Garflsamaaer (erémes@iiu wpmb Gwapanlyé
2 grer ey(furereul wHmL e’y amsuslener
aponargder Barer aflaepssrer Gurmyiyser 2 o)

Liability on account of outstanding forward
exchange contracts

adliuniiy bBlw Ceereaenf quubshseflarme
Carhias Ceouemmg Clummilyser

Guarantee given on behalf of constituents
in India

QUMY & HWTETTHEEE&TES (@bSwureiea) o gdlreun s
CQarHszme

Acceptances, endorsements and other
obligations

DHESUTHEHES Ly aUITEn Hlalg & enésafle
FhuL&aniguw Gummiiyser

Estimated amount of contracts remaining
to be executed on capital account and

not provided for
sl gl hser alensulled (iplgHaluL. Ceaicmigw
RUUBSRISELEETS @EI&EILLTE Cgmens

Total

NIL

688463

975

NIL

1462147

2151585

165910

8695565

1424285

2260681

28168

12574609

NIL
549768
772

NIL

848599

1399139

131868

5356377

1289916

2248412

6085

9032658
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TAMILNAD MERCANTILE BANK LTD.

(Rs. in Thousands)

SCHEDULES TO PROFIT AND LOSS ACCOUNT

YEAR ENDED

March 31, 2002

March 31, 2001

Schedule 13 - INTEREST EARNED

oL euenenr 13 - au' g auenaufley aupwmeTd

Schedule 14 - OTHER INCOME

Qi L aewenr 14 - @7 augsorend

V.

VL.

Schedule 15 - INTEREST EXPENDED

L aemen 15 - ey Ceavailartssr

111.

Interest / discount on advances / bills
sLensEnsEIU el wHnb Nisee asae . Qals amada

Income on investments

(waeSfhsafler Cuiler aupuwmend

Interest on balances with Reserve Bank

of India and other Inter-Bank funds

flemes akdl womb sy andsals esrer Griysessiiu aly
Others

whHmeneu

Total

Commission, exchange and brokerage
sfleyer LHMID H7@E auensuile

Profit on sale of invesiments (net)
wadpaemer elpn aensle (Har) erun

Profit on revaluation of investments
apgeiRaemer vy Qals amsle erub

Profit on sale of Land, Building and other
assets (net)

fleoid, sLL, Lpp erggsaear alpn aamads (Bar) smub
Profit on exchange transactions

SipEw Geeraenf Lromd eped CuHm LD
Miscellaneous Income

Ay amssefle) agpwrend
Total

Interest on deposits
eneuliy Rélsens@ iy iy
Interest on Reserve Bank of India /

Inter-Bank Borrowings
fleteu euiidl wHmd Par ahdaeaflBlmbes
auriidlu sLara@Es@iu g

Others

HDEn&Y

Total

2081891
2150426

92627

3942

4328886

347308
5221
NIL

(70)

76758

195444
624661

2789703

5740

99404

2894847

1795499
1865184

76569

18969

3756221

323689
(6227)
NIL

220

66377

127438
511497

2424589

14149

109626

2548364
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TAMILNAD MERCANTILE BANK LTD.

. L . . YEAR ENDED
SCHEDULES TO PROFIT AND LOSS ACCOUNT
March 31, 2002 March 31, 2001
Schedule 16 - OPERATING EXPENSES
DL cuenenr 16 - menL_(penmé ClFeoysser
l. FPayments to and provisions for employees 507782 426402
emflunsEnsE Carhésiul Lgb, @680
Qewwiul L go
II.  Rent, taxes and lightings 76532 65758
arLans, aifl Hmb el gb aamssar
lll.  Printing and Stationery 23276 21818
DiEHEH G LHMID g EuTmeT auen s s
IV.  Advertisement and publicity 12123 8243
eQemiburih
V. Depreciation on Bank's property 48760 39845
ardullar Qenggaaaila Caliwreand
VI. Directors fees, allowances and expenses 894 863
Qus@piasaflen lev, syevaersn wHmb ClFeeaser
VIl.  Auditors fees and expenses 2461 2024
(including branch auditors)
soflsemaswnanisaflar Sev whHmb Oemeayser
(flenersmeflen genfldamawrertaersaner Je C&ThsHane)
VIIl. Law charges 1031 2243
sl L Cleaeyser
IX. Postages, telegrams, telephones, etc., 15039 9201
sure, hd., QeTanatuél Clraweyser
X. Repairs and maintenance 28401 22538
U ungse wHmn urmofliy Qeeeyser
Xl.  Insurance 18010 15213
UL (S COsnens
Xll.  Other expenditure 119113 84033
wnn ClFeeyser
Total 853422 698181
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TAMILNAD MERCANTILE BANK LTD.
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SCHEDULE 17

Notes forming part of the Accounts for the year
ended 31st March 2002

The Balance Sheet and Profit & Loss Account
have been prepared in conformity with the Forms
A & B of the Schedule Il to the Banking
Regulation Act, 1948.

During the year all the 163 branches have been
subjected to statutory audit.

FEDAI guidelines on conversion of Foreign
Currency Balances, Forward Exchange
Contracts etc. 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
has not been ascertained.

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

iy 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 19.74% (previous year 23.54%)
as against the maximum permissible limit of
25%.

The revised classification of securities portfolio
ason31.03.2002is as follows :

Held to Maturity - Rs. 35835.88lacs
Available for Sale - Rs.145735.99 lacs
HeldforTrading - NIL

i}y During the year, the excess of acquisition
cost over face value of securities kept under
Held to Maturity category is amortised to the
extent of Rs.21.24 lacs (previous year figure
Rs.172lacs).

i) a) An amount of Rs.270.25 lacs towards
depreciation has been debited to "Provisions
and Contingencies" in respect of securities
held under "Available for Sale” category.

YL L euemerar 17

2002 eumL. wmyE 31, Csdly_er (pyoenLis
BN vy 67T BT S (G S NETE FNTHS (SLILILS 6T

1

Bmiy flenewd @rlly wHmn BTy Heayl & S Ese
19490 arLiiu amdfiuéd quiigreps slLb
Sl Laener 1] & Qar@saslu’ ferar ugamsar A bpmb
B g fwapenns smadle Caramp gurfésiu’ Gererer.

Bevauramge Conss(perer 163 Sametasend seflsens
Qedwiu’ Hererer.

utps Merey amfurd Hyufsfassiul@ siomuwrs
sen U988 Geuenmgw sryemgsme tlaefipm () prewmub
ensllpiy whmb (perGermég opHlu  Cemreusnfl
@uUUEgsRSE pflu Creraed wilyse giu @B
vem wANS sesdReens ufley Qriwiule EGidw
Hem s EL LMo (e &N e FlMnieuens e aienrnisaliu L
seméE (poop AS-11 &0 uflers ghflu Cesmascn
wipm Hneahseae Guosda adynssisE gou
sewsdlul Qererg. Qsearméd  gpuiin  urdlyser
seoé L LLL efldeney.

Beaamed saflllurfesr wppw Gweablurml e
aru@gag epenl urmssespeErer  Cseeser
flenmwner Gsrggéssearnes &smd 3333 ssdso
Czuwrensgflnans Cpr aflas weopde qzsd®
Qednuiu’ {Hererg.

i) urps M amddear adllymsseysderhs
paihaer, whiey srab @y oasdmesds
sagwenal, elpuenensE HQuenes wHmb eflwrumy
Crré@ . e evausHmluenal eem e CUENSSET &
Sflasiu’Qererer. éiamb ey easdmHésen
yzShsat Gorss wssSPaenss 25 FadissgsE
Bsmoe Gmés Caampib erern aemyueanss §emma
19.74 spefigons (hengw g eamh 2354%) BHbsE.
31.3.2002 GCsdluwenm wrpflumwbssiulL
wsslaaflen Ofleyser Spsasem_eurm Bmbss.

(emumis el sz aflen)

(pilTa) ETeid aueny eneuss s salg Wieney -35835.88
eflhuenend g L (Hueney - 145735.89
eflwruny Cpréastanh cmausdpluama - Hoama

i) pLOy syemge, (péfasrab ey aaidlmsshn
pesihaafler (phiey wALGOHE mpse Csrens
Qarfss amdlpsesd ulssda peanrm
smpsers Carhss usmsens Geempmib 2124
Bal shser Gsas sansda ewsLul@erars.
(BLHg eumLLb er(psliul L Cgrens em.172 Gleolsrhsmen.

i) @ dpumarsE AL amslle) @asdmeEn
wsdhaalen Bsrer Czlinrenrn ¢5.270.25
Bal shusans sansSLlulf) “gasshaeT wHmbD
m(H& Qasrensaer” arenn senaifer £ Hemu peul &
semsdle CaTssiu’ Herers).
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b} In respect of investments classified as Non
Performing, an amount of Rs.1.60 lacs has
been provided for and debited to "Provisions
and Contingencies".

iv. An amount of Rs.61.18 lacs being profit on
sale of securities kept under "Held to
Maturity" category is appropriated to Capital
Reserve account as per the guidelines of
Reserve Bank of India.

v. With the approval of the Bank's Board on
25.04.2001 the bank shifted investment
amounting to Rs.1628.10 lacs from "Held to
Maturity" category to "Available for sale"
category with retrospective effect from
01.04.2001.

vi. Pursuant to the Reserve Bank of India
guidelines advising the banks to build up
Investment Fluctuation Reserve (IFR)
equivalent to 5% of the value of investments
portfolio of banks over a period of five years,
a sum of Rs.400 lacs has been appropriated
to IFR from current year's profit.

Provision for income-tax is based on Accounting
Policy No.7 regarding Revenue Recognition
followed by the Bank which is at variance with the
provision of Sec.145 of the Income-tax Act, 1961
the effect of which on the profitis not ascertained.

Disclosures in terms of Reserve Bank of India
guidelines:
(Rs.inlacs)

For the Year ended For the year ended
31st March 2002 31st March 2001

Capital Adequacy Ratio 18.02% 17.59%
i) Tier | Capital 16.88% 15.81%
ii) Tier Il Capital 1.14% 1.78%
Net Non Performing Assets
(NPAs) to the net advances 6.66%  5.99%
Interest unrealised in respect
of Non Performing Assets  2206.06 1836.24
Break-up of Provisions and
Contingencies appearing in
Profit & Loss Account
i. Provision for Income Tax 2650.00 3250.00
ii. Provision for NPAs 3386.19 1250.00
iii. Provision for Expenses

on suit filed a/c 138.25

%)

@

)

B

&, eumLrend FLLTE Cersgaaems smHsuULL
waeiaensans on160 Gol shser @eomu pen
semgdley “@asdhad whmb rl@s Osrasser
aern geeulla &) upm awd eussEE
Qelwiud Rererg.

iv) umpg fletes amdlllen auelymisseysdanms ey
sned aeny mausHmeEh wedhaelar dlpuenen
amfers Flogw Georuorer gp6118 Gel shsdr
ppegen Bf arar #1680 Qeiuiu’ Rerars).

v) 5162810 Qe snser Qumodlure  (paeS{Hser
(piire| srald ey s HeEn PFSHEET ey
Ofleflellmpal ellhuanens@é £ Huame arenp Giflelng
01042001 Csdlulell(nbg wrHmLULE 25.04.2001 G54
BusEpr Gpeilen adarysams Qupmerers).

Vi) ywedheaflar whHiGa ghuphd Gpiyssmen
rhal (b amsssrar @H&sh mbH amHe
sreggs@ar Corss (sl (b wdlie mis Fgeis
Sletaysarag ums Qmés Caeniin eearm utys
ferey aumduflen euelliymsseysdemies @euaum
Barusdelmig Qaand 5400 Golshseaner
Cuhug amnsse eHssh Ceigerensg.

sem&E GHUY ererr 76 seau(erariy eurporer auflésmer
&l samadl_ aporawrs afsss GlarenEpn
penm  Cungaumer  semée  pennulallmhg  wrmULE
amorer anfl #liib GOfey 1456 samLaundlng ypouTs
o orerg. @gem vwerrs Gerusde gnuiic urdiy
sa& &L IuLelléane,

flarey amdder aflar Gosasflenis Qaafliupss
Geuenrig weneu
{emumis @eu s sefle)

2002 wnirg 31b 2001 wrad 3o

Cofuydr  Cpfly_en
(Pauelud  (Pioeveal b
ao-sfpe  eo-sHbe
tpegear seraflenme) oflfls0 18.02% 17.59%
i) pse 57 ppegenid 16.88% 15.81%
i) @rewmmb 7 e ed 114% 178%
flay eumaumil miLng 6.66% 599%
sLaUSED Her sLgnb@h o erar lllgb
QULTETSE samsdLrs 220606  1836.24
Qe FLLTE &L earaer Bgrer ey
Bleoru pepL & Zamsdle @asdfaar
whmb FLHE Caramssensatar sllarmser
i. emoraaflésTer omnssE 265000 325000
il eumeum mLLMg 3386.19 1250.00
SLE@IESTEN @816E0)
iii. ayré s_crser Cue grése
Qe L anpé@saflen
Qeadlamsensarer Q&80 138.25 —

€©
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iv. Contingent Provision for iv. smomer Qenssissafler B

bad debts in Standard FHuLSsmiqu Bolysenssen

Assets 450.00 281550 — 450.00
v. Provision for invoked V) smmber Bgrer Qurmiiysar

guarantees & others 50.00 50.00 S fueasenistar @gaffsar 5000 50.00
vi. Provision for Depreciation vi. ass@aafler wdusipruShanar

on investments 293.09 171.53 Q5&&Pser 293.09 17153

e) Amount of Subordinated a5 e i e b
Debt out of which amount s Bamis fam. sne sLcnad: _ B
eligible for Tier Il Capital -

5 & ) Gﬂﬁﬂ o '(ﬂ . . G‘EIQ & .
f) Business Ratios o) auentls avenrESlanw GHlEED Sldlpruser

i) Interest Income as percentage I ey aporarg e sy
to working funds * 11.00%  11.32% Bilagi” e-dror il Tk 152%
ii) Non-interest Income as ii. e’y aesls g@mars amorarsdben
percentage to working priy Adlé@n* e erer ailélsib 159% 154%
funds * 1.59% 1.54%
iii. Geweurliger auflurs mligu
iii) Operating Profit as Qurss @arusdbEn B
percentage to working HEE@Eh* e erar elldgd 3.06% 308%
funds * 3.06% 3.08%

. iv. aumwrersEnEh Censs
iv) Return on assets 1.29% 1.37% pAN9hEDn 2 arter dldsihn 129% 137%
v) Business per employee 24545 214.94

= ; 3 (Gurhid 5 dlen G ;
Based on deposits (other V. eauyflf) andsgsde Suurar malyfif

sefliTéa) LHmID sLaser SyglueLuie

than Bank deposits) plus smflufsafler seflput elumunyd 24545 21494
advances '
vi) Profit per employee 248 2.29 Vi mefuediorpefipll GeliE 248 2R
* Working funds is reckoned as average of total & pLuyfld aetug fleter amndég 19400 emLsdu
assets as reported to Reserve Bank of India in form X andullwed puhgyeans siib OMey 27a £p
under Sec.27 of Banking Regulation Act, 1949 during Pfuramge 12 wrshsEsd oE@Ulyd ugen X @
the 12 months of the financial year. @PIOSL_ LU’ @arer Qurss Qensg wliSer symeflungib.
@) Investments 5
e (pseHser
Gross Value of @b Huncigs Py
s H 5 LT gumen (505 Salriet
Investments in India 181843.72 148820.04 L —
Less : Provision for EETS
Depreciation 271.85 287.59 Calwrersdhsnen @s&Edd 27185 28759
@rdwralgyerer (1p 56 [ setlar
Netvalueof ~  -oeoomeoeome oo Blar iy 18157187 14853245
investments in India 181571.87 148532.45 ]
Srflwrelng Ceusflutla
Investments outside India NIL NIL 2 &er (geSpmar Bowa  Qowme

oy
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ADDITIONAL DISCLOSURES

Cleveflliuent wirar s (gev ailerssmiser

A.  DATA ON ALM - MATURITY PATTERN OF ASSETS / LIABILITIES (Rs. in lacs.)
&) Gersgsser wpmb QurmliyseT oy @hens - Curmliyser wHmb Clen s g ssatlsr phiey Hana (em. @eol_sFruseflen)
Due Loans and Investment Foreign Currency Deposits Borrowings
within Advances Securities Assets Liabilities
(pdliTeymd smeold aplsuUlL sl usHrhsafle Dbl ClFeraan anauliy B4l Qi &l
&L_G HET (pBES[H&eT Qerggidsar Glummiyser &L 6 HET
1to 14 days 10082 93 13326 13419 31604 -
1 a6 14 priser cueny
15 to 28 days 7926 --- 2089 1775 11012 300
16 (pger 28 Bl ser euenyy
29 days and upto 3 months 18557 558 26272 25972 33785 300
29 Brlser (P& 3 IEHEET cueny
Over 3 months and upto 6 months 15953 5823 9136 10286 38874 2100
3 LTEMBEHSE G 6 LTERISE MEnT
Over 6 months and upto 1 year 21209 7523 9875 9550 72525 332
6 wrgnEEnsE G 1 aFLL euenT
Over 1 year 103539 167574 1729 1425 185199 ~es
1 eupLSHDEEwen :
Total 177266 181571 62427 62427 372999 3032

B. MOVEMENTS IN NON PERFORMING ADVANCES
&) euBHLTEND FLL TS SLEN&SE Sienellen wrHmhiser
(Rs.in lacs - ¢m. @elshisefle)
GROSS NPAs
Q(BLOITEID FLLTS GlIomESss!. 6 saer
As on 31st March 2001 24439.24
2001 wriré 31 Cudlwenm
Reductions during the year
@eicuram() GemmsSUILL L el

ik Due to Upgradation 57.63
SENEND D_LWITEY PLOGILD

2. Due to Compromise / write-off 198.28
QIS BLGMTE G (IPSUILILLS6T pLPGILD
3. Actual Recoveries 972.52
LemeUT @ pLp@uld (ip(pemowrs e 1228.43
23210.81
New Accretion to NPAs during the year 9262.59
QaamLse aumeanl FLLTg sLams CerssiulLoal s
Gross NPAs as on 31st March 2002 32473.40

20021 quERLLD WfTé 31 e m eupiorend miLng Congss sLeneer -
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NET NPAs (Rs.in lacs - ¢m. Qoo srusaflen)
a(mLTaND FLLTE H&rss. enser 31st March 2002 31st March 2001
1. Gross NPAs 32473.40 24439.24

OB 2

QU(BLTETD LTS GO S5 56 6 &6

Total Deductions
Qurgzw sflss Geueiywene

2. Interest Suspense 9042.93 6836.87
amamile semsdiuLrg el lg

3. DICGC / ECGC claims received
and held pending adjustment 421.54 260.38
anaulL BIEl Hmb &Leraeer Sy Iy, el /
ghmws sLer sTiY Y @eamusHLBlmbhs
CQupiu’ L Heyemeuiler 2 erer FLH&0sTaNS

4. Part payment received and kept in
suspense account 360.80 342.42
sansdHa Gansaroa seflurs aneusEms@En
sLenser Bamenm 6o

5. Total provisions held 10900.66 7526.69
ps6épsaflan Qourgss Asmens 00 seeeeeeeeeees e
Net NPAs (1 minus 2, 3, 4 and 5) 11747.47 9472.88

aporend FLLIG HErssLarser 000 smeemeseesesses s
(1eSlmba 2, 3. 4 LHmD 5 sfl58)

LENDING TO SENSITIVE SECTORS
urdlienu 21 Gear QaelliLhE555 W HONSEHESETE HL 686N

CATEGORY (ifley AMOUNT OUTSTANDING flayenaus Clgrens
(Rs.in lacs - em. Qe gFrusaflen)
I. Advances to Capital Market Sector 731.81

vewl) uflormhm FHens FWUBSUILL L HNSES
QUPBIGLLIL L &L 6H &ET

Il. Advances to Real Estate Sector 4802.43
mswng Qensgsaaian Beren eflururrs geonss
QUPREISLILLL. &L &6T

Ill. Advances to Commodities Sector 5578.73
2 HusSL Qurmlser #buBSILLL FDNEES
QUPRISILL L &L G HET
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FINANCING OF EQUITIES AND INVESTMENTS IN SHARES AMOUNT Qarens
unGaseila se® wHmb ukGser Bg awmsiu’ L sLeaser  (Rs.in lacs - ¢p. Qe shsafle)

E.

I. Investments in Equity Shares 72
ubigser Bgren (peedHaser

Il. Investments in Debentures 1004
sLan UgSrmser Bsmer (p&ed[Hser

[l. Investments in Equity linked units 551
UBIGSETTS LIHNSSEs uyenuy B8 Bsrer (psedH et

IV. Advances against Shares * 307
Uk usdrmser Beren sLerEer 0 emeeeeen
Total 1934

Advances against shares include advances to individuals for personal purposes like education, housing,
consumption, etc. against the security of shares of Rs.172 lacs which should be excluded for reckoning the
Bank's exposure by way of financing of equities.

sRsH1H, S s Haspsns LHMD  HeL(P@DE Qeavdpars umkig ug,@r,rma;mm FLIG anaibg)
gerluul L g;urrasmrrﬁu ambsiu’ L sLearser 172 @QelsmseEnd QHo SLRIEGD. Hena UG
s sSnseTan sL_arsman sembsfHasn@ aBS5s CareareriuL wr L),
MOVEMENT OF PROVISION FOR DEPRECIATION ON INVESTMENTS
waSHsafler ghupd CalioTamisEhssTs gDUHSSILLL @FIsEL 10 wrHDHID

(Rs.in lacs - ¢em. @eu sruseflen)

Opening Balance as on 01.04.2001 287.59
142001 gyemm oy, riou @HUyY

Add : Provision made during the year 270.25
sl () : Devauran() essShH Ceiwiu’Lg

Less : Write back of excess provision during the year 287.59

5065 saHsaner @gssH Qe Amul abssiulLg)

Closing balance as on 31.03.2002 270.25
3132002 e @md @y e
MOVEMENT OF PROVISION FOR NON PERFORMING INVESTMENTS
aumwrand FLLTE (P5eshHsE&sns gnuhssiuL @8&&hsaflen wIHMD
(Rs.in lacs - em. Qoo gmisarfio)

Opening Balance as on 01.04.2001 NIL
14.2001 yemm oy, 7bu @mHuy

Add : Provision made during the year 1.860
sl : @éaunan® eassh Caiwiul L g

Less : Write-off, write back of excess provision NIL

1685 sappaner @gsER Smud aHssiulLg)

Closing balance as on 31.03.2002 1.60
3132002 gyerm @mid @eoy
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E MOVEMENT OF PROVISION FOR NON PERFORMING ASSETS
28T, aufrerd FLLTE Oerdgsasersstar gasihaafler LrHmD
(Rs.in lacs - em. @esrusefle)

Balance as on 31.03.2001 7526.69
313.2001 emenmw @miy

Less : Amount of Bad Debts written off &

Adjusted to provision account 12.22
afles  aurraa_er pgsshsallalmhs ahsss
Garareriul L aneu
7514.47
Add : Provision made during the year 3386.19

gl () @ QaamsHe @Fss0 Qi L g

Balance as on 31.03.2002 10900.66
3132002 Csdlwerm @moy e
G. INFORMATION IN RESPECT OF RESTRUCTURED ACCOUNTS
ar. sTem&ar LIHIl HenwssIU. L Ses@saflen eSlurhgser

(Rs.in lacs - ¢m. Qe srusafle)

i) Total amount of loan assets subjected to restructuring 1924.80
mu Qeass Henwdssiul L sremse wrmh
Sewssiul L Quorss sLerser

i) Total amount of standard assets subjected to restructuring 1218.92
Ul Qeayds HenwHEeIULL STEORSET WTH
QewssuUl L aymwrend FL{HL sLearseamsl Wflé&siu’ L e

iii) Total amount of substandard assets subjected to restructuring 49.89
Hmu Qexss ewdsasiul L sTemser wrmifl
D@WESIULL. STDGHMDHS S 66T

The bank has not undertaken any Corporate Debt Restructuring and hence no information is given as
required by RBI.

Qaiand sbluafsgean s_er Smsd ey Curery CewauT ige FRULTSSTE D5 SFDUBSWLTEN
F&HUNGET & Clar{H saluLalldens.

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

Qaand ukGFsHims SIETEHEREE (PSOHsmET armssd Cemawna uvansgamsl YIl (b aamsuile
BLGNSHET ¢ FD euphiseilerane.
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No provision has been made in respect of NPAs
amounting to Rs.180 lacs which have been
closed subsequent to the date of the balance
sheet but before finalisation of accounts.

The Bank has made an adhoc provision of Rs.80
lacs with a view to build up additional provision for
smooth transition to 90 days norms by
31.03.2004 for identification of NPAs.

Claims against the bank not acknowledged as
debts include a sum of Rs.285 lacs in respectofa
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.

In respect of certain premises acquired by the
bank costing Rs.383.40 lacs, registration
formalities are yet to be completed.

Income Tax Assessment has been completed
upto the Assessment year 1999-2000. 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 1999-2000.

During the year, Income Tax revision orders
giving effect to the orders of the Appellate
Authorities were received in respect of Income
Tax for the Assessment Years 1990-91, 1991-92,
1992-93, 1996-97 & 1997-98 and in respect of
Interest Tax for the Assessment Years 1992-93,
1993-94 & 1995-96. In view of the above orders
interest amounting to Rs.600 lacs on the refund
of tax due has been recognised as income during
the year.

The Bank considers that the provision for Tax
held in Accounts is adequate for the following
reasons:

i) In the case of assessments where the
decisions on certain issues are in favour of the
Bank, the Income Tax Department has gone on
appeals and the Bank expects that favourable
decisions will be sustained by the appellate
authorities.

1.

13.

B

Bmoy Hever sewég Codlaelfear seflsms (P sE0D
Coflag @earengnas uamwors uvard Cseysd
WPy&siullL  amorend FLLTS &sLearser 180
Pel shsam@Gh. HGUMTDTE SAMEGEETEEG @IHEER
Qedwiuafdeme.

31.3.2004 Gafluiles (pueuenLwh e &4 el mibg)
Qu(pLTeND FEL TS s enger 90 prlseaflen gygiuen uile
Sivrefls@d ulssdle Cemalufb smpse
qasEfaman smsde Qaran®) akidurag G
.80 Bl shiaer qashH Clalgerens).

19920 eumLl  sLeuFEy BLagsmssale LGS
GoDasErEsTs sewssiul L fApliy Bdwsaimsste
Aufldain’ L ungareaerméd 19920 eumih amdsEh
Cui@lrms euemenfluc sisfavey MAGLL  aremp
Apauersdnghd Qe tora Qarhésd wrhse
souhgors Cargin’ Herer ;285 e shumer euhid s
adlyns Campiul () anduilamd sLsrser aerm Qb6
Qarereriurnrg  GQurpiysefles Gerssliul Hererg.
andurerg urgstawfa Carflémsmw gHs6
Cancrarcildvens. @g soupbsors andss apsels
@iyb ghubib erermy erdlTumt sasefdame.

amdwre ammsiulL 38340 Qe shser whlysater
foo ganswns Cenggibsefler Cuui wrpmd  ufley
sLUBFUULL sullpsrumaea @ueaw Qup
Goustinig ujeTara,

amonar  affdiea) 1999-20000 euEmLL @y (Piey
Cupmidrerg. @ mUdenn 1985-86b  eupL&Hembs
1999-20000 eu@LD eueny o aTer o &@W({HSHEHE ST G
Sreymer g eumd) wpmw emorereils sEpWlenyme
Qetwiu’ Gerer Gue (penmSHiser BayenauSlayererer.

@eaanar@h eamorerafl GCoa wpapllygea
Omidlsatu’ L oy enemsener samsdla GaramE 1990-91,
1991-92, 1992-93, 1996-97 1w muib 1997-98 gy ir (as(em s e
eumwren afl 2 greyser wHmb 1992-93, 1993-94 wHmD
1995-96 eau@mLmsenssren el Bgrar afésrer
o sereymer Fmsd euprnsiul Heterer. e suila
Hmu9ssr Ceaemqw ueumser Bsrenr el en.600
Balemsar Gaea@mobd QHMOIETLIS &6 éd e
er(haslul_pererg).

amorer aféstar essS0 Curgurearg ear kb
Spsaca sy seflene sHgEHDg).

i) andéEg esrgswns a@moraad Sida
wrardlipssn de ammsale amorea arfl§geann
Coamwanl@p OQesugeergy. Hawnnner
CuapeampShaaie amdag ersswrs e gserer
Sriyser Qamihg el &@o eren adiunrésliuBng.
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ii) In view of the recent decisions of the appellate
authorities in favour of the Bank, legal
pronouncements and based on the opinion of the
Tax Consultants, a sum of Rs.200 lacs is held as
provisions against the disputed Income Tax
liability for the assessment years 1998-99 and
1999-2000 and interest tax liability for the
assessment years 1996-97, 1997-98, 1998-99
totalling Rs.811 lacs.

As per the guidelines of Reserve Bank of India,
compliance of Accounting standards on segment
Reporting (AS-17), Related Party Disclosures
(AS-18) which have no financial impact and
accounting for taxes on Income (AS-22) has
been made optional for the year ended
31.03.2002. Hence the Bank has opted to comply
with these Accounting Standards from the year
ending 31.03.2003.

Figures have been rounded off to the nearest
thousand rupees.

15.

i) sfusde andéyg srsswrs aprduyerer
Cuapeaplil () syomenser wpmb efl adgersefs
andéE srssorer smbpmlugud 1998-99  whHmb
1999-2000 eupLmsEhsster Grssmersgiu amwLTar
anfl, 1996-97, 1997-98 wHmID 1998-99 eEUHLAISERESTEN
Orfsmend@iu aly amoreasdea Bsrer aflsefler
Beyenauurer 811 Qe sFaseEndE ¢5.200 Qe shiser
Q86818 euidl eneus geTears).

urpgs flerer amdflern aslymssasdantis aenflad
Afleyaepéarear oMeams (g.orend?) 2 fenwmertsenL s
FgouRSsuUL L. @uUbsEseT UKL SiMéms (g.aen.18)
wpp  emerer afl upflu  (gam22 sensslf
aayueapser 3132002 Gsdlle wuud eamLs5DG
samplurs BeL(pey ufss Caampwdoenssre
3132003 GasfluyLer (pyaemLwyb amessadmbal
penL(penm LRSS (g ey erh&slul HieTerg.

semsdler o.6ter usmodlyser epumi gyuirmsefle
Qar@asiul’ ereren.

Sd/- S.Krishnamurthy

Sd/- S.Kanagasabapathy

Sd/-T.Palappan

Chairman Sd/- S.Sathiya Seelan Sd/- P. Annamalaisamy
Sd/- P.Nadarajan General Managers
Sd/- S.Manoharan
Sd/- T.R.Thamilarasu
Sd/- G.Kathiresan Vide our report attached
Sd/- George John ForJ.Thomas Fernando & Co.,
Sd/- B.Ramani Raj Chartered Accountants
Sd/- S.Karunagaran
Directors Partner
Tuticorin
25.07.2002
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Significant Accounting Policies
General

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

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 (FEDALI).

b) Profit or Loss on pending forward exchange
contracts and Nostro account balances are
translated at the Exchange rates prevailing
atthe 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 periodically.

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

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".

B

wpEdl senmsE Clnplupennser
Clumgy

HE sfléamasear Qgrarm@sri@ Gerupd e
(el penL(penmuiley o erer L S us@EnsEn
LS s shsEnsEh gnu swrllésiul (ererer.

By Flws Cleevmeuent] Liflomnmsiser

o) Bpfw ypfws Ceraraenf wrbm Hneersaflen
GpwizTe flemnssiul L amL sl saLdlufie
Hevellw sypflws Qeanaenf wrpmny dldlshseafleanuy.
uewt &lILSET wrHpULL GleTerer.

o) erGerpur® @uUubsEssr wHmb Cprevl Grm
semédle) oeter @iy eumLsHer seLdlulle
el gy Hiud Qeareaanitlen wrhmn oflfshamafle
s LUl (), osen Genub 05 BHapl b
Sipfws Ceeoraef wrhm 6 meermsefler
Guusdear eanflar’ Hselemuy amarl sarsHle
GQamereriul_(Hererer.

@ emamd whpb Qeedlammuser Eflus Cseomeueni
uflwrhphser e Cuny CasHuiler Heellw gybHlws
Qeanaefl wrpm eNfshseiean gyl e
semsdL LU [Hereren.

m ephwE Qeareaaf semé@aermer FCNR (B), EEFC,
RFC gy dweupiles o erer Clgrenssar Coiphgeren
algenwyd mlly Seerglle Hleab
dlemaarflsaCaiu fremuisEn Camymu  wHiGe
@ndw enumruSled sewré &L UL (Hererar.

2) and gelsgeaer guusaser spflus Qraneeni
wHofer uiuemLuie OarfaésiuiL 2 mflser
Sibshs Hapasd pps Cafuile @nbs sibbu
Bl mBreww wHiGemer smsHa Csranp
wd ool Hererg.

wp5S@s6r

&) (peeE\EeT 2000 B HSGLTUT LIFD LTS
fleras amndwured ewdymsgsiuvl
on M5 &Ehs S emhs Afldslul Gereren.

i) endda gmeass (padbhsesd wHie smed
UM eSS Salpwenel, ofhueendE & Huemey
wHmb eurunysgstlaen emasasiul Hererancy erem
ppenm Dfleysern & Gflé sl Hereren.
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i) The investments are disclosed in the
Balance Sheet under five groups viz.
(i) Government securities, (ii) Other
approved securities, (iii) Shares,
(iv) Debentures and Bonds and (v) Others.

B) Valuation of investments is done as follows :
(1) Held to Maturity :

Investments held under "Held to Maturity"
category are carried at acquisition cost. The
excess of acquisition cost, if any over the
face value is amortised over the remaining
period of maturity.

(2) Availableforsale:

(i) Theindividual securities under this category
are marked to market.

(i) Central Government securities are valued at
market rates declared by FIMMDA (Fixed
Income Money Market and Derivatives
Association of India).

(i) State Government securities and other
approved securities and Debentures and
Bonds are valued at an appropriate mark up
rates over the market rates declared by
FIMMDA.

(iv) Quoted shares are valued at market rates.

(v) 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 percompany.

(vi) Mutual fund units are valued at market rate /
repurchase price / net asset value
depending on their availability.

All investments are valued scrip-wise and
depreciation/appreciation thereon has been
aggregated group-wise as per RBI guidelines. If there
is any depreciation in any group it is provided for and if
there is any appreciation itis ignored.

Provision required for depreciation in the
Available for Sale category is charged to Profit & Loss
Account and an equivalent amount (net of tax benefits
if any and net of consequent reduction in the transfer to
statutory reserve) or the balance available in the
Investment Fluctuation Reserve Account whichever is
less is transferred from Investment Fluctuation
Reserve Account to profit and loss appropriation
account.

i) @uouuflee sarsEseTs (pasabae () Dyerhs
sL_ar ugdrnsar, (i) gananu oudsfissiu. L sLer
ugdrasar (i) ukiE (peShisen (iv) s_sr ugSyhser
(v) wpmenauser eren 5 Wfleyserms Afssuu[Hereren.

o) pedfser pssam arm wAOIE Celwin@aar
1 (psiey sreb een) eabss SilgWLenal :

(péliey srebd ey eeuds Coaraimgu Gifledléd o @rer
weslhsar armflu  damauild semsd LUl @
amméy e Wawdlly daasg sBsors
AméEh u_ssilda obempaa tstams BgolmsEb
wéiey sragse udibs @sss0 Qauwuiudng.

2 elpuenensg Sl Guene:

(i) Qaamsie =& qaubarm wssHd
omsryie Heap daeodler ogluamiufia
wdHuSEH QelwiuGEng.

(i) wgdu s sLcusdrhsa Gbswurelgiarsr
feomeowner a@Gwread aFHiurisE
el Lnartsensarer wy el Hneersgre
Aremissiufdn omaens dlenesdemmis wiiSH
Qeiwiu@Eenme.

(i) wrfe Srs sLeTUSErESE WHHL FoHeTw
ondsfsaiu’ L usdruser Cule sflu Hmeuend
wsEw s s_en USHTEEENEG HiemisE0n
denauiler ogluen e F@Hs gnn BpEsD
QsrBss wHiG Lu@derer.

(iv) uhgssheslar @il ge Getésiu Herer
LRGEsEaT umgs shews GHELgeauy
I U EDE.

(v) vhigFehamglen il ne Qawrs LREGSe
shuefisefllern slusrasda Gaouyblaes
samédle sanferer CQupuduilar ouglue i
S tiu@dpng. s8u stesdu @miy Hees
semsE HenLbers ulssdled sbluailég emli-
erenm Télufen semr sl LUl Glererg.

(vi) urevuy A WsSHseT GmsTglle Feeyd
dlened ey Hmbu arbs Hremdlsegs ae
ooy Hsr Osrszy wiuy Qapdda &g
A REntsr wigeruy wHNSH QeluiuGEps).

sraar upsdGaenn galansanrs wAHLSG Caiwiu @
umps Meras andllar adlymssaaderms AfsHmegn
qalarm Ofdgir gpufdemn Gsuiorend wpmw Wiy
oifsfily semad i’ @ Csuwrend oflasors @meEo
ulrsdle o8 Celwiu@dng. wiiy sfsfsdmeen
Ul 558l 2yms sem &E&E ahiludlaaa.

Ggmmnmgﬁw@ Comawnar @680 Geru pou &
semsde uhm srq.pg,uul_(rj\ 250G Renemumen G!grranaa
(equwnsmurﬂ vpmn slLyfe emsdh Lhsars) oseag
aqaaeame Gpmrens wsdhsealar wdide goulo
gonssThassTer @asilyar &b oeterCsm Qepdle
Gapaner Gsrens CuGa sy 9s8 nelihs Geru pay
udlirey Henr &M LTPOULHEDS.
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In case of excess provision in the Available for
Sale category, the same is credited to Profit & Loss
Account and an equivalent amount (net of taxes if any
& net of transfer to statutory reserve as applicable to
such excess provision) is appropriated to the
Investment Fluctuation Reserve Account.

(3) HeldforTrading:

Individual scrips under this category are valued
at monthly intervals at market rates as per the market
prices declared by FIMMDA and the net
appreciation/depreciation is recognised in the Income
account. The book value of the individual scrips is
changed as per the latest valuation.

C) Profit or Loss on sale of investments is taken to
the Profit & Loss account. However in case of
profit on sale of investments in HTM category, an
equivalent amount of profit is appropriated to the
Capital Reserve.

D) Income has not been recognised in respect of
securities where payment of interest s irregular.

E) Provision for depreciation on investments has
been deducted from the value of investments in
the Balance Sheet.

F) Moneys paid on applications for investment in
bonds pending allotments are included under the
head 'Other Assets'.

G) |Incentives received on the purchase of
investments are treated as income.

H) Broken period interest paid at the time of
purchase of securities is treated as expenditure.

I)  Transfer of securities from one category to
another is done at lower of acquisition cost / book
value / market value on the date of transfer.
Depreciation if any, on such transfer is provided
for and the book value of the security is changed
accordingly.

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.

0=

Coeameuwnen pjereys@ smbaens efhueend@Easdl Hio
waeahaer Oflelle) ghaabe pasdhsda Bmider o50smma
amwrer eufl LHMD F LT ea&a&l [H\&E wrHn Gy wemea
s055 (paesQaeflear wHide gHUOD FODS STPNEETET
9868 100G LIHDILEES.

3)  efhwumury CpnéssCsn(h) eneussLiUL (Rerer

CELICEL Y

@u9fefler encubalIu 1o mé @ (peedhiser safls safluns
@alblarm wrgwplk Haewrer eELraTDd eaFTuTi&En
wsdlLraraehésrer LOWsILH Hnaassrod
fienéasiufhdln omary doesdarns wiHudh
Qewwiu’ @ Gswwrend wily 2wie eEmLIar Samsdd
afsss Qerareriu@dng. galarm sy shsre
wHlliyd glige wrpd earGiHgE Qarereriiu@ &mng.

&)  sdhsemer en@b Qurps SHosdearn @emub
ees ghubhdern peagl b Qeru b saNbEGHE
ahsss COarereriu@éng. pHieymd &Ted ey
MuEss sapw  (paehsmer apubla HeasEo
Qerusder oeareysE uemb pasear HHéE
wrHoLuGEDE).

M guResrs aly agersns pse@sd Bgrar ey
Q(mLTenons o Kb slIufasaens.

2) @iy Hae sansdéd (peahiaer erard sm_LOul {erer
Qarews Cslvnaggsana gabihad aflss
Ba(pereraneu.

o) gl awemstle uamb Cegnsd usHrd @aIssLLRD
ey guuemd ‘Bay Qenggisser eearm senelnfer S
Cendasiul {Herers).

@  (wselyen Byren eabssblEnens eumwrenons a{EgE
Qarereriuh&ma).

g psSPamer antigb Qurps gnseata aly aiphdu
Cadlelimma (poseihesmer amm@n Cgd ey o erer
BeLsdara ally sarsdliul@ Qosaars

erpsL@ Elmg).

@ en fddnty Batansm Oabss wseihemer
wrpmb  Qurees Saarprer (padOsallan  anmdw
dlea, glye 2 arer WY, HEsTqile Haaub e
@anna g Goplar gdadamauia wAHIG [
Cpicrend @muiar BHG @&HEE Celwiu’ @
gluggieter whY CslwrargssE sEHSTHEUTE
@GansaiuREng.

4. sLem&EeT

SF@ HmL alguilar aEe iU tlé sLerser
auLTaTD FlHusmes LHMHID GUBHLTED FLLTHEMEa 66l
Ofléatul Qeteren. ungs darea endder
aeTU@NEEREE 2 Lul( emurad TlLng sl ensar
Cogub srb Ganbsmal, &hbsssasdl _wrareaa LHMID
Buitlamen gHURESES saiqwene aen Iflss0UL [Heterer.
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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.

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.

c) Depreciation on computers including
hardware, Peripherals & software acquired
for setting up on line banking is provided on
straightline method at the rate of 33.33%.

6.STAFF BENEFITS

i} During the year, the bank implemented the
pension scheme for the benefit of the
employees. The initial contribution/liability of
the pension fund was funded by transferring
funds/securities from the Tamilnad
Mercantile Bank Ltd. Employees’ Provident
Fund on 15.08.2001 and thereafter the Bank
is contributing regularly towards the pension
fund every month. The Bank is also paying
pension to the eligible retirees from Sep.
2001. The fund position of the pension fund
has been ascertained as per actuarial
valuation as on 31.03.2002. The funds
position being adequate no provision is
required.

i) Liability for Gratuity benefits to staff is
provided on accrual basis as per actuarial
valuation.

i) Bonus has been provided @ 20% of the
salaries paid to employees who were eligible
to get bonus as per Payment of Bonus Act.

iv) Encashment of leave is accounted for on
cashbasis.
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&) Beoid, slig b wHmb Bsr Hevewren Qanss sser
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(senfluClurflser seilTgg) 19560 ea@mLsSw
swGluefladr s L1 o' Laeamen XIV & san@ererig
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Bmeyausharar Qewaser Bsrer Calwrenn 33.33
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gablarm wrawd euadu ffsg Csamawrear
uemgeng euphdleumang. 20010 e QelLbur
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Qupp GsmflereriaersE wnd guedub
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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
remaining unrealised in respect of advances
which have been classified as Non
Performing Asset for the first time during this
yearas per RBl norms.

- Locker rent, credit card membership fees,
etc.

- Annual maintenance charges, insurance
charges, encashment of leave and property
tax.

NET PROFIT

The net profit disclosed in the profit and loss
account is after

i)  provision for direct taxes in accordance with
the statutory requirements,

iy provisionforloanlosses and

i}y otherusualand necessary provisions.

&

GU(HGUITILI DYiEId & Tl

apurerd whmgn Gredamamer &ombdHoud e
CuTgeuTen SeREE (WenmWmar DBSHS 6L 5 5@
are eaasmer @aru nayl samsESErsE (&G0
wonou and Saupmfvg e Spbseam
qimomend whmih Cleaealamaser ayey sowsdlabn Osaay
sowsdad ahs amesdng eoflug earliurrrod
aam&EEE aHssuubAns.

- urps fere cundullen gy enamiliulg euheuml FLLTS
sLenser Bgmen ey

- Cogih Qeaa@mLsdled (pear(psans euHeuTL
FLLTG SLen&emmss &HsUULLaaseflear Gufe
(PHEBW gy &g en euliguSlé augemsrg LG

- urgeriyl Quicassgsansl Cupliu@o er s,
aukdl apmED SLer Bl enaibgl Cummer
QT @D cusdl&amarn &L eurid,

- Bupdlrhser WRHUTTEGED eenSESTE aIPTSEILHD
amLrhfly slLenhmse, srulhseEpssner
aslLemiger, epesiuLnoad 2erer ellHiuyseamer
oamfluiirser LewRnoT @GS0 wHmib CFrsg) eurl.

Bl&y @eomud

By pagLés sensdla sean@erer Blay Gleruwreng
Spssem. CQracdlansenssns @s8F OFiwiul L
Aetrent semsbEL L Hererg).

) eluiyie Gy el dldudharear @asbHser.

i) sLar Qarfss auemsuile) ghul by Bplyseamer
=M Qeliaugpsrer ganhsul & @& sEH e

i) eupdswrer bHmb osHwra L GasEHser.

Sd/- S.Krishnamurthy

Chairman

Tuticorin
25.07.2002

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

Sd/- S.Manoharan

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

Sd/- George John

Sd/- B.Ramani Raj

Directors

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

General Managers

Vide our report attached
ForJ.Thomas Fernando & Co.,

Chartered Accountants

Sd/- S.Karunagaran

Partner
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AUDITORS' REPORT

We have audited the annexed Balance Sheet of

Tamilnad Mercantile Bank Ltd., Thoothukudi as

at 31.03.2002 and also the Profit and Loss

account of the Bank for the year ended on that
date, in which are incorporated the audited

returns of 12 branches audited by us and 151

branches audited by branch auditors. These

financial statements are the responsibility of the

Bank's management. Our responsibility is to

express an opinion on these financial statements

based on our audit.

We conducted our audit in accordance with

Auditing Standards generally accepted in India.

Those standards require that we plan and

perform the audit to obtain reasonable

assurance about whether the financial
statements are free of material misstatement. An
audit includes examining, on a test basis,
evidence supporting the amounts and
disclosures in 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 cur opinion.

The Balance Sheet and Profit and Loss Account

have been drawn up in form A and B respectively

of the lll Schedule to the Banking Regulation

Act,1949.

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 Chartered Accountants
of India on the same subject and its effects.

b) Note No: 14 (i) regarding provision for
disputed Income Tax and Interest tax liability
and its effects.

c) Accounting Policy No: 6 (iv) regarding
encashment of leave on cash basis is not in
accordance with the Accounting Standard -
15 (AS-15) of the Institute of Chartered
Accountants of India and its effects.

d) Accounting Policy No: 7 regarding certain
items of Income/expenditure which are in
variance with Accounting Standard - 9 (AS-
9) of the Institute of Chartered Accountants
of India regarding Revenue recognition and
its effects.

SonflsenswrenfEer flEams

QgL er Generrdaaliul Herer sBEHTH Cuiésamena
Cums eAQLigelr 31032002 eyermy @y Hencod
@iy whmb Se@pu GaHyLed (PyamLhs
Rélunemmgharer @oru payl & HcwdGaEHd aREETT
sefldens Oelwin't g B ohsana geaflsans
Qebwiuvd L 12 deeasdar womo Ceam
safldmsunrearisarme georlédens Gedwiul 151
flameraala @uobs Qupiul. ea@prrhdy
Sinsenasefler oqluenLuiéd SenwpgeTerg. GwGe
senlL Gum@merrsny Hhl&Eemsasedlea
GO iu Geterenay  gyenengah amdl BT eur s dlen
Qenrpal Gurmiitied sapliu’ L eneu. ems@Enenw Glurmiiiy
semsensiler  gugluen e Guohuy Gurmernsmy
sifleemaler Bgrer &ms5é6samer aafliGas wl HEw.

BrfHwursie Qurgars seLlyssiul@ a@mdn
gafléans ampumnsesdanns 5eaflsma
CuplaranymsfCprd. yaarprer safldma
aeppenier B sty sflémsseT 2 amenn
flenasEl ynours Qaarseams sagwaiey o mig Claiub
CQurm @ selsmsleaner S B G Qeuerdmeuder
Czamauenw aelymssiflanear. safldamsureary 54
uflorhnsflener Hepuemorégh sagrtauglssamar
Cengamanr luerwlae sfuridsa, sanseg
QefpensesE gnu B Heneeaveawybd Cgrpmu
wiuihemenyb CQaeliuhsgsd wHmb seasg B
S HTT  Sflsamssameryd srlifga g dweanan
SiL&dwg. praser Goptlarer, geafldens earmaerg
FDMIES SEHS S sTRsmer SaflsEng.

Bouy deows Goliyd Geru Gyl s sarsEGb
anfllud @uiigGwens LD 194961 epermmag)
S L auenemmuiler sermHiaTaT Lig uriser 6r pmib N-uflelr Ly
swrfl&siu {Hereren.

Dmuy feoesgrlliysear wLHmD Foru Bayl &
sanEGaEnlar QenemsslUl[DeTer sans@aeT ETTHS
@BlyEer, (p &S sembg eneulll Clamerena sefleruiy

S @iy 3é QarfasiulHeteruyg Heaflprl () mremmiu
ensulflgply  whHmn earCarmse bflwé Qoo
@uuubshtser @6y spflwe Craraedl wrom
fonaamnsala @Gueadlea aflsr_Hsaun
Qeuwiu’ Geterg. B& @6du  udley Qe
samsdl LnarisEnéerar Hpoagda sarsdl ()
aayueny 11 (AS-11) -&@ ulans enswneniu’ Herers.

@) sifamssellu amorer afl whmw ety Bgrer
anfllflérr QurpiliysErsaner @aibSH & sbUbsLTE
@Ml ererm 14 (i) - @ev Qan@issi Herers.

Q) e@Rssiuimwe zerer efflysener LeONSESE
sbupgors Hanhésiu yHEEL saTsE apss
wpap eem 6 (v) @by udey Gewwiu’
semsSl LrarisEnssner fneasden aamyuem
erein 15 @ed {AS-15) @mba) wr mul [Herarsy.

) el SamE@ wHnb HFa dlenaraser (Sanss
GllyY eredr Teim Lig) eumeuntl wpmd Heaalamsafle
flaa ugdeser @pFw udle Cruwloli
semadlLreriagnéarar Hpaasar sansSlE
auengwenm 9 (AS-9) e Lig enswmeriu_elldeme.




TAMILNAD MERCANTILE BANK LTD.

e

@

AMILNg,
[TRETo

T

We report that

a)

f)

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.

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 accounts as
required by Law have been kept by the Bank so
farasit appears from our examination of those
books and proper returns adequate for the
purpose of our audit have been received from
the branches of the bank.

The Bank's Balance Sheet and Profit and Loss
Account dealt with by this report are in
agreement with the books of accounts and
returns.

The reports on the accounts of Branches
audited by the branch auditors have been dealt
with in the manner considered necessary by us
inour report.

In our opinion the Balance Sheet and Profit and
Loss Account dealt with by this report are in
compliance with the Accounting Standards
referred in Section 211 (3C) of the Companies
Act, 1956, insofar as they apply to banks.

In our opinion and to the best of our information
and according to the explanations given to us,
the said accounts read with the notes and
significant accounting policies thereon give the
information required by the Companies
Act, 1956 in the manner so required for Banking
Companies and on such basis, the said
Balance Sheet gives a true and fair view of the
state of affairs of the Bank as at March 31, 2002
and the Profit and Loss account gives a true
and fair view of Profit for the year ended or that
date.

h) Onthe basis of the written representations from

the Directors, taken on record by the Board of
Directors, none of the Directors is disqualified
ason 31st March 2002 from being appointed
as a director under Section 274 (1) (g) of the
Companies Act, 1956.

For J. Thomas Fernando & Co.,

Chartered Accountants
Thoothukudi Sd/- S.Karunagaran
25.07.2002 Partner

B

Copuy seTsEsEsasna SP&saTL  rETg
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andufler oyflanrsesse 2 Ul G o ararg),

&) ehser smsziuy anda ysssmsamen
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eALALIu Qeteruy - Qué@Esrns  &@Hupn
Hlancuullss @eveney.

J. gmoen CuiermetnGnm & Canellpsna

S D LiTen G
&15816@\g lepUnn) S, & evor s reor
25.07.2002 L. et

& The Annual Report has been translated into Tamil to A Beaapnidly ofléms Quearn oeray silyla ke
the extent possible. If there is any error in translation,
the Bank, its Directors, Officers and Employees

% shall not be held liable. v

Glomglel nur & Hereng).  Com@leluwniinie)  eaCsamd
Slewip G, auddlGun,  eumidlSier @wEEsisGen.
- HydlarhaCen wnmud sayluieCemr Glummiuse.
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LIST OF BRANCHES - STATEWISE

TAMILNADU
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Tuticorin Main
Madurai Main
Sivakasi
Virudhunagar
Nagercoil
Dindigul

Theni

Chennai - 21
Vilathikulam
Muhavoor
Kamuthi
Pavoorchatram
Puthiyamputhur
Rajakkamangalam
Nagamalai Pudukottai
Coimbatore Main
Pudur
Anjugramam
Tiruchirapalli
Chennai - G.T.
Kommadikottai
Megnanapuram
Yercaud
Kayamozhi
Tirunelveli
Thalakkulam
Mullakkadu
Salem
Radhapuram
Tisaiyanvilai
T.Kallikulam
Vellore
Elayirampannai
Kovilpatti
Pudukottai (Thoothukudi Dt.)
Erode
Kumbakonam
Aruppukottai
Kalloorani
Alangulam
Bommidi
Thickanamcode
Thiruvarur

44,
45,
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.
€1
12
73.
74.
75.
76.
T
78.
79.
80.
81.
82.
83.
84.
85.
86.
87.
88.

Villupuram
Palliyadi
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
Mayiladuthurai
Chennai - Mount Road
Porulur
Padanthalumoodu
Mayiladumparai

89.
90.
91.
92.
93.
94.
95.
96.
97.
98.
99.

100.
101.
102.
103.
104.
105.
106.
107.
108.
109.
110.
111.
112
113.
114.
115,
116.
117.
118.
119.
120.
121.
122.
123.

124.
125.
126.
127.
128.
129.

Devathanampettai
Kappukad
Kancheepuram
Thoothukudi - South
Chengavilai
Vadamalaikurichi
Pandaravilai

Varagur
Chockalingapuram
M.M.Kovilur

Madurai - Chinthamani
Coimbaotre - Dr.NanjappaRoad
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

Cumbum

Thoothukudi -
SIPCOT Industrial Complex

Chennai - Perambur
Chennai - Thiruvanmiyur
Valliyoor

Chengalpattu

Chennai - Anna Nagar
Madurai - Tallakulam
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LIST OF BRANCHES - STATEWISE
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RA PRADESH

Hyderabad
Guntur
Vijayawada
Nellore
Rajahmundry
Tadepalligudam
Secunderabad
Visakhapatnam

NN AN~ D
2

KARNATAKA

Bangalore - City
Bangalore - Cantonment
Gulbarga

Mangalore

Hassan

ok~ 0N

MAHARASHTRA

Mumbai - Mandvi
Navi Mumbai - Vashi
Ichalkaraniji

Pune

Mumbai - Andheri

a ko b o

UN
PO

ION TERRITORY OF
NDICHERRY

1. Pondicherry
2. Karaikal

GUJARAT

Ahmedabad
Surat

Unjha
Vadodara

.l A

KERALA

Tirupuram

Kottugal
Thiruvananthapuram
Kollam

Ernakulam
Kozhikode
Changanacherry
Kottayam

s BRSO S

1. Delhi
WEST BENGAL

1.  Kolkata

U_____
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PROGRESS AT A GLANCE (RupeesinLacs)

Year Capital Reserves Investments Deposits Advances Profit No. of Branches
1981 14 90 1377 5904 3090 35 94
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 17
1991-92 28 1826 12012 40819 20662 498 117
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
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BALANCE SHEET ABSTRACT AND COMPANY'S
GENERAL BUSINESS PROFILE

Registration Details RegistrationNo.| | |1/9]0]8] State Code
Balance SheetDate[3[ 1] [o]3] [2]o]o]2]

Capital raised during the year (Rupees in thousands) (Rupees in thousands)
Public Issue I—L | | | | [N[I]L] Rightsissue ]71 T ] I | N[ IT-I
Bonus Issue [T [ T 1 ] IN[I][L] Private Placement LT ] | IN[1]L]

Position of mobilisation and Deployment of funds

Total Liabilities [ Ta]2]7]8]7]7]7]6] Total Assets | la]2]|7]8]7]7]7]6]
Sources of funds
Paid-up Capital [ T 1 | [ [2]8[4]5] ReservesandSurpius | | [3]3][1]6[6[9]1]
Secured Loans | T [ T [ [ IN[1]L] Unsecured Loans | [3]7]|6|0]|3][0[6]5]
Application of Funds
Net Fixed Assets l_[ l ]4[8[7]6’1[ﬂ investments ] [1[8|1[5[7[1I8]7|
Net Current Assets |—[ 2 ] 2 I 217 [7]8]0 | 4] Miscellaneous Expenditure] L] ] IJ N[ 1L
Accumulated LossesD ] | ] ] 1N| | ]ﬂ
Performance of Company
Turnover [T Jalols][3]5[4]7]

Total Expenditure [_[ |4|4|0|0J£|2|2| .-

Profit/ (Loss) Before Tax [ [ | [8[1]8]5]2]5]

Profit/ (Loss) AterTax [ | | [5]5]3]5]2]5] /] ]
Eaming pershareinRupees| | | [ | [1]9]4]6]
Dividend Rate % (Proposed)[ L l ] I | h [O ] 0 ]
Generic names of three principal products / services ltem Code No. :NOT APPLICABLE
of the Company (as per monetary terms) Product Description : Banking Company
Sd/- S.Krishnamurthy Sd/- S.Kanagasabapathy Sd/- T.Palappan
Chairman Sd/- S.Sathiya Seelan Sd/- P. Annamalaisamy
Sd/- P.Nadarajan General Managers
Sd/-S.Manoharan
Sd/- T.R.Thamilarasu Vide our report attached
Sd/- G.Kathiresan For J.Thomas Fernando & Co.,
Sd/- George John Chartered Accountants
Tuticorin Sd/- B.Ramani Raj Sd/-S.Karunagaran
25.07.2002 Directors Partner
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Financial Assistance of the Bank for various activities g







