I7eET U Tl 291 &1 99T CHAIRMAN & MANAGING DIRECTOR'S STATEMENT

R TR,

ST 31 WId, 2008 T el T AT 31 HIE, 2008 P FHE Y
% T 9 U9 81 ol & W1 §e @l it Rue ade]
I B §Y T8 Tl B © |

T

TR 9 qu1 | IR rRfeaen 8 dqfoa Rl & @
Fehel R ST (S €1 9) # SR 3o gRe SR @l 8 | 9y
2007-08 T U4 a1 & forq St S 41 gfe iRt 8.7% ) anfiep
TR R B, 39 IHR T I99 | 919 Fd fIamRid sreferavend
HET BT AT B 2T oY, U SR §s dIoR FRfeadwel gRI
ARdIHRYT Ud IERIGRYN & g FRaR St 1 41 4 gitg &1 718 |
IMND! HG -UIgH & HhT b HRYT 3Fh (I RId qim IRl
g8 orRferawt yifd g8 | Ieifl YR srierden | 39 dahc
BT gl A AT (5T |

T, S=a1 gfes &R oY WY Sod FaIwif o ol
TRBIRT B TR 8% & Tolard Ugd s, SIafh ael ReIfy 5%
$ AU B2 | gal REIfT # ge & dRP b Y H
JMYRIHTT BT TEa B TR WK 1 3 U 5 2 | Hifses
TIRBTRAT 7 59 g Hifss Surd 63, e et € ad &
SR TR Tepal e STuTa # =RUTges 150 AR fdgaf B

g |

qy 2007-08 b SR faxig Haex H Heyol ge] gs | faeh
ST oI faeell ¥ wTameti dTel R 9T 5 31 HIE 2008 BT
I || AFGS ORI, S = FYgfad aiviias® ¥,
¥ a1 d A S &, 31 |1, 2009 | IR |1 AT
PR B AR P SR TR0 H I | 31 77, 2008 BT FHIG qY
& oy Suere A= dai & faxiig aRom 18 <9 & fob st
R # gfte 31 far 81 gy Wt §fT AaeR 1 3T | i
fpare |

dfhT1 Qe o S IRET H 22.2% A1 ARG H 21.6% DI
gfg &S $I § | 2007-08 F IRM dOIR H Fhal a1 Refa
WRHR F AHal ST NI AT Yol Yarg H IRac 3 s
B I | R ReTd 98 7 IeIR ReRI&R0T AT (TH 78
) Nl RAd GHRISHE g (T T %) &3
IRETe Afed 3RMEd Foal e sgure (W 3R R) a2
Yol ISR IR=ETE! (31 TH ) &b Hegd | Ahal b Al
EECECa RIS AT I

qY &P QIR YD db S FHel G Al 1ol a”i H Te-a6
P PR el TS 3 TR &d19 q2A TS A1 H IR-Fed
MRl 1 TeTHR RN B O DI AR IGHT AT| o
3T I8 G B §Y THA1 ekl © fb § 7 g9 gl
B B! AT | AN PR [ 2 | H S &3] B W =@ HRA
=g R 9 1 37T e SR 2 |

Dear Shareholders

| have great pleasure in presenting to you the Annual
Report of the Bank along with the Balance Sheet as at
31t March 2008 and Profit & Loss Accounts for the year
ended 31t March 2008.

Backdrop

For the fifth successive year, the Indian Economy
continued to post robust growth in its GDP, albeit with
some moderation. The GDP growth for the five years up
to 2007-08 was at an average annual rate of 8.7%, thus
establishing the fact of sustained GDP growth amidst
globalization and liberalization by an emerging market
economy at a time when many developed economies
were witnessing fissures. The US Sub-prime crisis has
had its spillovers in many developed as well as
emerging economies though the Indian Economy
withstood the crisis with much resilience.

However, the high growth rate has brought in its wake
the spectre of high inflation with the headline inflation
creeping up closer to 8% as against the comfort zone of
around 5%. Diagnosing the development as a
consequence of supply side factors, the Government
has responded to the situation with a slew of fiscal
measures. The monetary authorities responded with
monetary measures that included a hike of 150 basis
points in Cash Reserve Ratio in phases during the
year.

The year 2007-08 also witnessed an important
development in the Financial Sector. Foreign banks and
Indian banks having international presence embraced
Basel Il norms by 31t March 2008 while the other
scheduled commercial banks including your Bank were
in advanced state of preparation for Basel Il compliance
by 31t March 2009. The financial results of individual
banks available so far for the year ended 31 March
2008 show that banking sector has fared well despite the
concerns on northbound journey of interest rates.

The banking industry witnessed growth in deposits of
22.2% and in credit, of 21.6%. Market liquidity conditions
during 2007-08 continued to be influenced by variation
in cash balances of the Governments and capital flows.
The Reserve Bank continued with the policy of active
management of liquidity through appropriate use of the
cash reserve ratio (CRR) and open market operations
(OMO), including issuances of securities under the
market stabilisation scheme (MSS) and operations
under the liquidity adjustment facility (LAF).

Your Bank’s main challenge during the year had been
the pressure on NIl on account of interest rate
movements and the need to further improve asset
quality while reducing the non performing assets
sizably. | am happy to inform you. That by and large,
the bank had overcome these challenges reasonably
well. 1 would like to touch upon some areas where the
bank has performed well.
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Business Growth and Earnings

The Bank’s business comprising of deposits and
advances registered an increase of 23.62% during
2007-08 as against 20.85% for the previous year. Total
deposits grew by 22.58% and advances by 25.15% as
against the growth rates for previous year at 17.22%
and 26.68% respectively. The thrust areas for credit
expansion, with emphasis on risk scattering had been
on SME, retail and agriculture sectors.

Though the interest rate movements resulted in an

increase in cost of deposits, strategies like
concentration on high vyielding advances, faster
recycling of funds through short term loans at

competitive rates, reduction in NPAs etc all lead to an
increase in yield on advances. As a result, the net
impact on NIM was considerably contained.

The Bank’s strategy of concentrating on recoveries in
written off accounts, commission income from
government business and referral income from
distribution of third party products etc also yielded good
results. | am very happy to announce that as a result of
all these efforts, your bank has posted a handsome
increase in net profit by 78.50% over the previous year
i.e. from Rs 201.56 crore to Rs 359.79 crore. A dividend
at the rate of 10% as against 8% for the previous year
has been recommended by the Board, considering
need of higher ploughback of profits to augment capital
funds to support growth of assets at higher rate in view
of the limiting factors in accessing further Equity by the
Bank.

Asset Quality

The bank has built up over the years a balanced portfolio
of credit and investments with its exposures spread over
a number of and varieties of industries. The extant Credit
Monitoring System of intensive close monitoring of all
large exposures at Corporate Office has been extended
to cover all exposures of Rs 25 lakhs and above with
exposures below a threshold level of Rs 25 lakhs being
entrusted to controlling Regional Offices for monitoring.
The emphasis on SME, retail and agriculture during the
last two years has distributed the credit risk while also
helping to increase the yield on advances.

Your Bank has continued its war on NPAs during 2007-
08, with Gross NPA declining from Rs 744.48 crore to
Rs 572.60crore, a reduction by 23.09%. The Net NPAs
have declined to Rs 215.43, a reduction by 40.96%.
The Gross NPA to Gross Advances ratio reduced to
2.45% from 3.98% and the Net NPA to Net Advances
ratio stood at 0.94% reduced from 1.99% respectively
at the end of 2007-08.

The Gross NPA to Gross Advances ratio had declined
by 153 basis points and the Net NPA to Net Advances
ratio by 105 basis points as aresult of the multi pronged
strategy adopted during the year.
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Augmenting Non Interest Income

The bank continued to leverage its relationships with its
loyal customers base by cross selling its products as
well as third party products like life and non-life
insurance, mutual funds etc. Strategic tie-ups with
insurance companies and mutual funds has helped the
Bank to augment its fee and referral income. The
continued focus on recoveries in written off accounts
yielded over Rs 100 crores for the second consecutive
year. Trading activities in government securities and
equity also handsomely contributed to non interest
income of the Bank.

Catalysts for Growth

Human Resources: The bank believes that the cutting
edge of competitiveness at retail level is the human
resources of the Bank. During the year, the task of
upgrading the skill levels of employees at all levels was
attended to by organizing a number of special
programs, workshops etc. Induction training to new
recruits was given special focus. The bank also
recruited 233 new officers during 2007-08 including
various areas of specialization like Credit, Forex, IT,
Marketing, Personal etc. These specialised manpower
will form core support to the operational units to
implement the strategies of the Bank.

Transformation through Technology: Technology
along with Human Resources is the main catalyst for
growth. The bank has extended the core banking
project to 95 more branches including 25 newly
opened branches during the year, taking the total
number of branches covered to 108. As at 31t March
2008, 55% of the Bank's business has been covered
under the prestigious Dena Garima Project. Further, as
CBS is expected to bring about a major transformation
in the way the banking business is done, the bank has
already taken steps to fully exploit the potential of CBS.
In line with this strategy, the Bank has already
launched its Internet Banking Services (Dena i
Connect) at all CBS branches and some select non
CBS branches during the year. The Bank has also
launched a new technology based product ‘Dena VISA
International Gold Debit Card'.

Ever expanding Outreach:

The traditional distribution channels of the Bank stood
at 1160 as at the end of 2007-08 with the opening of 25
more branches. In the previous year, the Bank had set
its first footprint in the UT of Puduchery and during
2007-08, the Bank estabilished its first footprint in the
State of Himachal Pradesh. Gujarat along with
Mahrashtra, the industrial bastions of the country,
however, continue to remain the main operational area
of the Bank.

The alternative delivery channels also have increased
during the year. 47 more ATMs were installed including
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10 at various railway stations and 2 bio-metric ATMs.
These bio metric ATMs form part of the Bank’s strategy
for financial inclusion. As at 31st March 2008, the Bank
had an installation base of ATMs of 316 comprising of
243 on-site ATMs and 73 Off-site ATMs for the
convenience of customers.

Rural Initiatives and Financial Inclusion:

The bank has been in the forefront as far as rural
initiatives are concerned. The bank was the pioneer in
introducing Credit Cards for rural areas to assist
farmers, a concept that has subsequently caught up
with all the banks. The bank has taken the lead in
establishment of Farmers’ Clubs and extending
financial assistance to Self Help Groups. The bank’s
credit flow to weaker sections and SC/STs had
registered growth of 29.63% and 31.73% respectively
during 2007-08.

Coming to financial inclusion, the SLBC for Gujarat
State, with the Bank as its Convenor, has selected
Gandhinagar district in Gujarat for 100% financial
inclusion in which more than 34000 No frill accounts
have been opened by the Bank. Based on the
experience gained, the scheme has been extended to
other districts in Gujarat during the year 2007-08 and
nearly cent percent financial inclusion has been
achieved in about 9 districts. The Bank has entered in to
an MoU with M/s Zero Mass Finance (ZMF) as business
correspondent for financial inclusion in Gujarat state on
pilot basis and with M/s Little World as Technology
provider for the same. The Bank rolled out its first Credit
Counseling Center at Himatnagar (Dist. Sabarkantha) in
Gandhinagar Region in August 2007. The Bank has also
opened Credit Counseling centers at Palanpur,
Mehsana, Bhuj in the state of Gujarat and Silvassa in the
UT of Dadra Nagar Haveli. These centers are christened
as Dena Mitras.

During the year under review, the Bank has tied up with
Life Insurance Corporation of India (LIC) for providing
life insurance cover to tractor loan accountholders
under Mortgage Redemption Insurance Scheme
wherein the prospective as well as existing borrower’s
life is insured. The Bank has also tied up with National
Bulk Handling Corporation for providing financial
assistance to farmers and others against pledge of
warehouse receipts.

Corporate Social Responsibilities:

The Dena Rural Development Foundation had set up
by the Bank which in turn had set up 2 RUDSETIs at
Bhuj and Mehsana in the State of Gujarat, which
continues to impart training to unemployed rural youth
and women for capacity building so as to enable them
to setup self employment ventures. Over 2864 rural
youth/women have already been imparted training by
these RUDSETIs. The settlement ratio of the trainees of
both the RUDSETIs was 53%.
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As a part of Corporate Social Responsibility, the Bank
continues to implement its Dena Laxmi Shiksha
Protsahan Yojana to sponsor education of Girl Child in
the villages served by the Bank. The scheme aims at
providing a scholarship of Rs 1500/- per annum to one
identified girl student belonging to Below Poverty Line
(BPL) family, to be selected from each of the schools
based on the highest marks secured in 7th Standard,
from the villages under the command area of the Bank
in the State of Gujarat and Union Territory of Dadra
Nagar & Haveli. The Bank has so far provided
scholarship to 754 children under the scheme.

Further, In order to acquaint /empower the farmers with
latest technological developments / knowledge in the
field of agriculture, the Bank has been arranging
training programmes to its farmer borrowers in
association with various Agricultural Universities.

The Road Ahead:

Basel Il dateline, Market volatilities, Interest Rate
movements, increasing competition in terms of new
market players, new & attractive products and services
etc constitute the main challenges before the Bank in
the days ahead. However, the Bank has strategized its
approach to these challenges and in responding to
new developments in a timely manner. This approach
has yielded the desired results during 2007-08 and the
Bank is confident that it is adequately prepared for the
current year also.

During the current year, the Bank will continue to focus
on the thrust areas of SME, Retail and Agriculture.
Augmenting non interest income through better
marketing of bank’s own products that generate fee
based income, commission etc as well as distribution of
third party products, aggressive recovery efforts
addressing the written of accounts / investments,
focused implementation of Core Banking, improvement
in asset quality with emphasis on avoidance of
concentration risk etc will constitute important planks of
the Bank's strategies. In the process, growth
requirements will be adequately addressed by a
quantum increase in customer base by targeting
opening of more and more new customer accounts.

As a long term strategy, the Bank is in the process of
repositioning itself as a strong mid-sized bank with
strong fundamentals. This will help the bank in
achieving its Vision of emerging as the most preferred
Bank of customer choice in its area of operations by its
performance and reputation.

Before | conclude, let me recall the interactions we had
on the occasion of the 11 annual general meeting of
the bank on 29" June 2007. Most of you had
emphasized that, having returned to the list of dividend
paying companies, the Bank should aim for better
performance in the next year. Upon perusing the
Directors’ Report, the Balance Sheet and the Profit &
Loss Account for the year 2007-08, | am sure that you
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will appreciate that your sentiments have been
respected by the bank’s Board, Management and all
sections of the employees. As | said in my last year’'s
statement to shareholders, in the case of banking
company, the size of the dividend payout is not the only
important issue, one of augmenting the capital funds of
the Bank is also equally important as it is needed for
enhancing Bank’s capabilities to enhance asset base
and increase value of shareholders equity & book
value of shares. It is of particular significance in the
case of your Bank as the Government Shareholding in
the Bank is just above 51%.

| hope the Management will continue to have the
privilege of your continued support and patronage in
steering the Bank amidst innumerous challenges
during the current year.
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