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STATUTORY AUDITOR'S REPORT

(Under Section 31 of The Banking Regulation Act 1949 and 81 (1) (a) 81 (5B) & Rule 69 of Maharashtra Co-
operative Societies Act, 1960)

To

The Members,
Shree Mahavir Sahakari Bank Ltd.
Jalgaon

Report on the Financial Statements

1.

We have audited the accompanying financial statements of the 'Shree Mahavir Sahakari Bank Ltd" which
comprise the Balance Sheet as at 31* March, 2019 and the Statement of Profit and Loss and the cash flow
statement for the year then ended and a summary of significant accounting policies and other explanatory
information. Incorporated in these financial statements are the returns of all 7 branches and Head office audited by
us.

Management's Responsibility for the Financial Statements

2.

Management is responsible for the preparation of these financial statements in accordance with Banking
Regulation Act 1949 (AACS) and Maharashtra Co-op. Societies Act 1960. This responsibility includes the design,
implementation and maintenance of internal control relevant to the preparation of the financial statements that are
free from material misstatement, whether due to fraud or error.

Auditor's Responsibility

3.

Our responsibility is to express an opinion on these financial statements based on our audit. We conducted our
audit in accordance with the Standards on Auditing issued by the Institute of Chartered Accountants of India.
Those Standards require that we comply with ethical requirements and plan and perform the audit to obtain
reasonable assurance about whether the financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
financial statements. The procedures selected depend on the auditor's judgment, including the assessment of the
risks of material misstatement of the financial statements, whether due to fraud or error. In making those risk
assessments, the auditor considers internal control relevant to the Bank's preparation and fair presentation of the
financial statements in order to design audit procedures that are appropriate in the circumstances. An audit also
includes evaluating the appropriateness of accounting policies used and the reasonableness of the accounting
estimates made by management, as well as evaluating the overall presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit
opinion.

Opinion

6.

Subject to our comments and observation contained in part A,B and C of the Audit Memorandum (HO report and
Branch reports ) enclosed herewith, In our opinion and to the best of our information and according to the
explanations given to us, the said accounts together with the notes thereon give the information required by the
Banking Regulation Act, 1949 (AACS) as well as Maharashtra Co-op. Societies Act 1960, in the manner so
required for the bank and give a true and fair view in conformity with the accounting principles generally accepted
in India:

(i) inthe case ofthe Balance Sheet, of the state of affairs of the Bank as at 31stMarch, 2019;
(i) inthe case of the Profitand Loss Account of the profit for the year ended on that date; and

(iii) in the case of the Cash Flow Statement, of cash flows for the year ended on that date.

Report on Other Legal and Regulatory Matters

7.

The Balance Sheet and the Profit and Loss Account have been drawn up in accordance with the provisions of
Section 29 of the Banking Regulation Act, 1949 (AACS)
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8. Subject to our comments and observations contained in the Audit Report of even date we report that:

(a) The Schedules giving the particulars referred to in Rule 27 (3) of Maharashtra Co-operative Societies Act 1960 to
the extent applicable are attached to report;
(b)  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;
(c)  The transactions of the Bank, which have come to our notice, have been within the powers of the Bank subject to
our comments wherever made in the audit report;
(d) Inouropinionand according to the information given to us, there has been no material impropriety or irregularity in
the expenditure or in the realization of money due to the bank;
(e) The Balance Sheet and Profit and Loss Account dealt with by this report are in agreement with the books of
accountand the returns;
() In our opinion, proper books of account as required by law have been kept by the Bank so far as appears from our
examination of those books;
g) Thereturnsreceived from the branches of the Bank have been found adequate for the purposes of our audit;
h)  Bankhas provided for Leave Encashment amount as required by AS 15 (Revised)-Employee Benefits;
) Bank has accounted for Deferred Tax Asset/Liability as per AS 22 — Accounting for Taxes on Income;
() Bank is not following Gross Block Method for Accounting of Fixed Assets which is inconsistent with AS- 10 issued
by ICAI
(k)  Bankis notfollowing accounting for lease as required by AS-19 issued by ICAI

9. In our opinion, the Balance Sheet, Profit and Loss Account and Cash Flow Statement comply with the applicable
Accounting Standards issued by The Institute of Chartered Accountants of India.
On the basis of Our Audit report attached & CAMEL rating annexed thereto, in view of circular of Honourable
Commissioner for Co-operation, Maharashtra state dated 20.03.2008 in respect of revised CAMELS rating
system for audit classification of Shree Mahavir Sahakari Bank Ltd., Jalgaon we have given composite rating 'A’
for F.Y.2018-19.

Date :- 16/08/2019 CA Vinod H Jajoo
Place :- Jalgaon M/s V H Jajoo & Company M.No.042039
UDIN : 19042039AAAAEP2251 Chartered Accountants FRN : 104003W

Notes forming part of Balance Sheet as at March 31, 2019 and Profit and
Loss Account for the year ended March 31, 2019

A) SignificantAccounting Policies

1.0
1.1 Background
Shree Mahavir Sahakari Bank Ltd. was incorporated in the year 1999 under the then
co-operative societies Act and provides complete suits of corporate and retail Banking Products.
1.2 Basis of Accounting / Accounting Convention
The financial statements have been prepared and presented under the historical cost
convention (as modified by revaluation of premises) on the accrual basis of accounting, and comply
with the generally accepted accounting principles, statutory requirements prescribed under the
Banking Regulation Act, 1949, the circulars and guidelines issued by the Reserve Bank of India
(RBI) from time to time and current practices prevailing in the Co- Op. Banks in India except
otherwise stated.
1.3 Use of Estimates
The preparation of the financial statements in conformity with the generally accepted
accounting principles requires the Management to make estimates and assumptions that affect the
reported amounts of assets and liabilities, revenues and expenses and disclosure of contingent
liabilities at the date of the financial statements. Actual results could differ from those estimates. The
Management believes that the estimates used in the preparation of the financial statements are
prudent and reasonable. Any revisions to the accounting estimates are recognized prospectively in
the current and future periods.

qq@H a1 &9 gIeErd, FagEt Jie qiear...!
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2.0 Revenue & Expenditure Recognition

3.0 Advances

4.0

21

2.2

Income

a. Interest on performing advances is recognized on accrual basis.

b. Interest on Non Performing advances is recognized to the extent realised, as
per the directives issued by RBI.

c. Interest on Government Securities, debentures and other fixed income
securities is recognized on accrual basis.

d. Commission income on the bank guarantees, Commission Exchange &
Locker rentis recognized as income on accrual basis.

e. Other items ofincome are recognized on realization basis.

Revenue expenditure is accounted for generally on accrual basis.

3.1 Though advances are classified into Standard, Sub-Standard, doubtful & Loss Assets, the asset
classification system is deficient. During our audit, we made addition of Rs. 156.04 lacs to gross
NPAs.

3.2 Provision for Sub-Standard, Doubtful & Loss Assets is made in accordance with the guidelines
issued by RBI. In addition, a general provision is also made on all standard assets as per RBI
guidelines.

3.3 The unrealized interest in respect of advances classified as Non-Performing Assets is disclosed as
“Overdue Interest Reserve” as per Reserve Bank of India directives.

Investment

4.1 Categorisation of Investment
In accordance with guidelines issued by RBI, the Bank classifies its investment portfolio into the
following three categories:

i) Held to Maturity' - Securities acquired by the Bank with the intention to hold till maturity.

ii) 'Available for Sale' - Securities which do not fall within the above two categories are
classified as 'available for sale'.

4.2 Classification of Investment
For the purpose of disclosure in the Balance Sheet, Investments have been classified under five
groups as required under RBI guidelines — Government Securities, Other Approved Securities,
Shares, Bonds of PSU, Other Investments.

4.3 Valuation of Investments
i) 'Held to Maturity’ - These investments are carried at their acquisition cost. Any premium

on acquisition is amortised over the balance period to maturity, with a debit to Profit and
Loss account. Securities acquired by the Bank with the intention to hold till maturity.
The book value of security is reduced to the extent of amount amortised during the
relevant accounting period and such figures are shown in Balance Sheet.

i) 'Available for Sale' - Each security in this category is valued at the market price and the net
resultant depreciation in each classification (as mentioned in Para 4.2 above) is
recognised in the Profitand Loss Account. Net appreciation, if any, is ignored.

In case of shares and bonds and other investments, the scrip wise appreciation is
ignored. Market value of government securities (excluding treasury bills) is determined on
the basis of valuation declared by PDAI jointly with FIMMDA for valuation at the year-end.
In case of unquoted government securities market price or fair value is determined as per
the rates published by FIMMDA.

Market value of other approved securities is determined based on the yield curve and
spreads provided by FIMMDA.

Units of Mutual Fund are valued at the lower of cost and net asset value provided by the
respective mutual funds.

100% provision is recommended to be provided for Shares Investmentin JDCC Bank.
There is net depreciation in Investments in AFS Category which is fully provided for.

5.0 Foreign Exchange Transactions
There is no Foreign Exchange Transactions taken place during the year.

6.0 Fixed Assets & Depreciation

6.1 Fixed assets are stated at historical cost net of depreciation.

6.2 Newly purchased assets are capitalized on the basis of final approval.

6.3 Depreciation is calculated on written down value basis on all Fixed Assets including computers.

T FfFiaed TaHT &6 8y el 1 afasft Teher q79iba99 Jiav el aa4... |
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Rates of Depreciation are as under :

7.0

8.0

9.0

10.0

1"

12

Sr. No. Fixed Assets Depreciation rate
1 Buildings/Premises 10%
2 Furniture/ Fixtures 10%
3 Other dead stock 10%
4 Vehicle 15%
5 Computers and peripherals (on WDV) 40%
6 Electrical ltems 15%
7 Printers 15%

Goods and Service Tax
There are various GST Accounts having balances as on 31/03/2019 viz CGST/SGST Payable, GST Payable,
IGST Payable, CGST/SGST Receivable, IGST Paid. These accounts should be squared of f after calculating
the exact GST Liability for March 2019.
Impairment of Assets
The Bank has ascertained that there is no material impairment of any of its assets and as such no provision
under Accounting Standard 28 on impairment of assets (AS 28) issued by the ICAl is required.
Employee Benefits
9.1 Provident Fund
Retirement benefit in the form of provident fund and Contribution to Family Pension Scheme are
defined contribution plans and the contributions for the year in that respect to PF Commissioner
has been paid and are charged to Profitand Loss Account.
9.2 Gratuity
Retirement benefit in the form of Gratuity is a defined Benefit plan. The Bank pays gratuity to
employees who retire or resign after a minimum period of five years of continuous service. The Bank
has Gratuity Fund for its employees under the Group Gratuity cum Life Assurance Scheme
managed by Life Insurance Corporation of India. However, in terms of Accounting Standard-15
(Revised), actuarial valuation is not obtained from LIC and bank has made provision as of
31.3.2019.
9.3 Leave encashment
Bank has not taken group leave encashment policy with any Insurance Company. The payment for
balance leave is paid during the year only.

9.4 Ex-Gratia of previous year is debited to P/L account for the year 2018-19.
Taxes onIncome
10.1 Current Income Tax

Current Income Tax determined on the profits for the year in accordance with provisions of Income
TaxAct, 1961, rules framed there under and on the basis of expert legal opinion.
10.2 Deferred Tax
Deferred Tax liability/Assets is recognised in accounts for the year ended 31.3.2019 which is not
accordance with AS 22- Accounting for taxes on Income issued by ICAL.
Accounting for Provisions, Contingent Liabilities and Contingent Assets
In accordance with Accounting Standard 29, Provisions, Contingent Liabilities and Contingent Assets, issued by
the Institute of Chartered Accountants of India, the Bank recognises provisions where it has a present obligation
as a result of a past event, and it is probable that an outflow of resources embodying economic benefits will be
required to settle the obligation as and when a reliable estimate of the amount of the obligation can be made.
Provisions are determined based on management estimate required to settle the obligation at the Balance
Sheet date, supplemented by experience of similar transactions. These are reviewed at each balance sheet
date and adjusted to reflect the current management estimates. In cases where the available information
indicates that the loss on the contingency is reasonably possible but the amount of loss cannot be reasonably
estimated, a disclosure is made in the financial statements.
Contingent Assets, if any, are not recognized in the financial statements since this may result in the recognition
ofincome that may never be realized.
Other Liabilities - Miscellaneous
'Miscellaneous' as grouped under Other Liabilities — includes unclaimed amounts in respect of Sundry Creditors,
Excess cash and Unclaimed Pay Orders.
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B] Notes Forming Part Of The Accounts For The Year Ended March 31, 2019
1.0 Change in Accounting Policies

2.0

3.0

4.0

7.0

8.0

9.0

10.0

11.0
12.0

13.0

14.0
15.0

There is no change in accounting policy during the year.

Asset Classification

Though advances are classified into Standard, Sub-Standard, doubtful & Loss Assets, the asset classification
system is deficient. During our audit, we made addition of Rs.156.04 lacs to gross NPAs. Earlier Bank has
identified Gross NPAof Rs. 286.44 lacs. Now Gross NPAs are Rs. 442.48 lacs after audit.

Related Party Disclosure

There are no related parties requiring disclosure under Accounting Standard 18 issued by The Institute of
Chartered Accountants of India other than Key Management Personnel i.e. Mr. Ravindra Pawar the Chief
Executive Officer of Bank. Since this person belongs to Category of Chief Executive Officer, in terms of reserve
Bank of India dated 29.03.2003, no further details needs to be disclosed.

Operating Lease

The Bank has entered in to lease agreements with various parties. The total of future minimum lease payments
under non-cancellable operating leases is as under:

i) Not Later than one year Nil
i)  Laterthanoneyearbutnotlaterthan five years Nil
iii) Laterthanfiveyears Nil

Major Components of Deferred Tax (Accounting Standard 22)

The Bank has adequately accounted for deferred Tax asset/liability.

Supplier/Service providers covered under Micro, Small, and Medium Enterprises Development Act 2006 have
not furnished the information regarding filing of necessary memorandum with the appropriate authority.
Therefore, information relating to cases of delays in payments to Micro and Small Enterprise or of interest
payments due to delays in such payments, could not be given.

Contingent Liabilities

9.1 Bank has outstanding RBI DEAF amount of Rs. 4.64 Lacs payable to depositors.

9.2 Claim against Bank, not acknowledged as Debts is Nil as informed by the bank.

Prepaid Expenses

Aprepaid expense is an expenditure paid for in one accounting period, but for which the underlying asset will not
be consumed until a future period. When the asset is eventually consumed, it is charged to expense. If
consumed over multiple periods, there may be a series of corresponding charges to expense.

Bank has shown prepaid expenses of Rs. 2.44 Lacs towards Banker's Indemnity Policy, Rs. 14.60 lakhs
towards Prepaid Mediclaim Ins. Premium.

Previous year's figures have been regrouped/ rearranged wherever necessary to conform to the layout of the
accounts of the current year.

Net Profit

Net Profit has been arrived at after provisions on Performing Assets, Non Performing Assets, Investment
Depreciation fund and other usual and necessary provisions as per RBl norms.

Internal Audit

Quarterly Concurrent audit of all 7 branches and Head Office. All such audits are completed up to 31-03-2019
and the bank has received all the reports.

Penalties for Disclosure

Inthe year 2018-19, RBI has notimposed any penalty on the bank for any reason.

Amounts transferred to Depositor Education and Awareness Fund (DEAF)

(Rs.In Lacs)
Particulars Current Year | Previous Year
Op. balance of amounts transferred to DEAF 3.64 3.39
Add: Amt transferred to DEAF during the year 1.00 0.25
Less: Claims reimbursed by RBI 0.00 0.00
Cl. balance of amounts transferred to DEAF 4.64 3.64
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C] _Disclosures as Per RBI Guidelines
Figures are in Rs Lacs unless otherwise mentioned separately
Sr. | No. Particulars 31.03.2019 | 31.03.2018
1 Movement of CRAR
a Capital Tier 1 1798.96 1617.39
b Capital Tier 2 153.36 202.49
c Total of Tier 1 and Tier 2 Capital 1952.32 1819.88
d Total Risk Weighted Assets 11581.56 10105.73
e Capital to Risk Assets Ratio 16.86% 18.00%
2 Investments
a Book Value 5357.63 5686.04
b Face Value 5350.00 5675.00
c Market Value 5148.97 5447.56
3 Advances Against
a Builders and Developers, Real Estate 236.90 355.65
b Construction Business 0.00 0.00
c Housing 474.48 547.76
4 Advance against Shares & Debentures 0.00 0.00
5 Advances to Directors, Their relatives, companies
firms in which they are interested:
a Fund-based 0.00 0.00
i Outstanding at the beginning of the year 0.00 0.00
ii Additions during the year* 0.00 0.00
iii Recovery during the year 0.00 0.00
iv Outstanding at the end of the year (Including Interest) 0.00 0.00
b Non-fund based (Guarantees, L/Cs etc.) 0.00 0.00
6 Average Cost of Deposits 7.16% 7.77%
7 NPAs
a Gross NPAs 3.56% 1.41%
b Net NPAs 0.82% 0.00
8 Movement In NPAs
| Gross NPAs
a Opening Balance 151.61 145.99
b Additions during the year 339.96 48.84
c Less : Closed / Recovered / Written Off 49.09 43.22
d Closing Balance 442.48 151.61
] INet NPAs
a At the beginning of the year 0.00 0.00
b At the end of the year 98.53 0.00
9 Profitability :
a Interest income as a percentage of average working funds 10.41% 10.43%
b Non- Interest income as a percentage of average working funds 0.51% 0.67%
c Operating profit as a percentage of average working funds 2.85% 2.34%
d Return on Average Assets 1.31% 0.89%
e Business( Deposits + Advances) Per employees 384.97 332.01
f Profit per employee 3.44 1.99
10 Provision made during the year towards:
a Provision for NPAs 38.40 32.00
b Depreciation in Investments 87.26 78.72
1" Movement in Provisions against Advances:
a Towards Bad and Doubtful Debt Reserve
Opening Balance 305.55 273.5
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Sr. | No. Particulars 31.03.2019 | 31.03.2018
Provisions/Additions during the year 38.40 32.02
Less : Recovery in Write Off Accounts 0.00 0.00
Less : Closed / Recovered / Written Back 0.00 0.00
Closing Balance 343.95 305.55
b Towards Contingent provision against Standard Assets
Opening Balance 42.79 36.29
Provisions/Additions during the year 9.44 6.50
Closing Balance 52.23 42.79
12 Movement in Provisions against Investment
a Provision for Investment Fluctuation Reserve
Opening Balance 4.59 4.59
Additions during the year 4.30 0.00
Less Reversal 0.00 0.00
Closing Balance 8.89 4.59
b Provision for Investment Depreciation Reserve
Opening Balance 178.62 99.91
Additions / Transfer during the year 87.26 78.71
Less Reversal 2.02 0.00
Closing Balance 263.87 178.62
13 | a Foreign Currency Assets 0.00 0.00
b Foreign Currency Liabilities 0.00 0.00
14 DICGC premium paid up to
Period Covered Date of Payment Rs. in Lacs
01/04/2018 To 30/09/2018 28/06/2018 9.46
01/10/2018 To 31/03/2019 12/10/2018 9.93
01/04/2019 To 30/09/2019
15 Penalty Imposed by RBI Nil Nil
D] Composition of Non SLR Investments
Issuer Amount Extent of below Extent of Extent of
Rs. In Lacs investment grade Unrated Unlisted
Securities Securities Securities
2 3 4 5 6
PSUs / Fls / Public Sector Banks /
Mutual Funds / Others / - - - -
Provision Held towards Depreciation
E] Non Performing Non SLR Investments
Particulars Q?ﬁq"f;tcs srferelt <@y ya...
Opening Balance 0.00 qur,
Additions during the year since 1st April 0.00 o goft 29T sraf=
Reductions during the above period 0.00 Tt qroft e fhar e TeTEYH
Closing Bglgnce 0.00 Total Provision held 0.00 qroft =1, TR 3R BT AT, GOAH AR
Total Provision held 0.00 e anfor T Sty =

ATET GF 7 FETHT TG, qF (el F i@ Y, e (@At AT =t 9,
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F] Disclosure of Restructured Accounts during the year 2018-19

Particulars Housing Loans Ri’!:,ﬁgﬁﬁ;g Others
Standard No. of Borrowers j— — —
Advances Amount Outstanding (Rs. In Lacs) — — —
Restructured Sacrifice (Diminution in fare value) — —
Substandard No. of Borrowers — o
Advances Amount Outstanding (Rs. In Lacs) — — —
Restructured Sacrifice (Diminution in fare value) — —
Doubtful No. of Borrowers J— - p—
Advances Amount Outstanding (Rs. In Lacs) — — —
Restructured Sacrifice (Diminution in fare value) — —

No. of Borrowers J— — —
TOTAL Amount Outstanding (Rs. In Lacs) — —
Sacrifice (Diminution in fare value) - —

For V H Jajoo & Company
Chartered Accountants

CA Vinod H Jajoo

Partner

FRN 104003W | M.No 042039
UDIN : 19042039AAAAEP2251
Date :- 16/08/2019

Place :- Jalgaon

For- Shree Mahavir Sahakari Bank Ltd.

R J Pawar
Chief Executive Officer
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It took Man 6,000,000 years. It'll take a girl just 10.

Let's do whatever it takes to educate girl children.
Because when girls evolve, families evolve. When families evolve, this world evolves.
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