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STATUTORY AUDITOR'S REPORT

To,

The Members,

The Mehsana Nagrik Sahakari Bank Ltd.,
Mehsana

We are appointed as a statutory Auditors for your bank vide letter No. ASHAN/2460/J.4/747/
2019 dt. 03.07.2019 by The Registrar of Co-Operative Societies, Gujarat. As per the conditions of the
appointment we have completed the audit on the basis of information provided by the bank.

We have audited the accompanying financial statements of The Mehsana Nagrik Sahakari Bank Ltd.,
Mehsana as at 31st March 2020 which comprise the Balance Sheet as at 31st March 2020, the statement
of Profit and Loss Account, Cash Flow statement for the year then ended on that Day and a summary of
significant accounting policies and other explanatory information Incorporated in these financial state-
ments are the returns of 9 branches and head office audited by us. The returns received from the respec-
tive branches have been verified from the record, ledgers maintainted thereat. These returns have been
give effect in consolidation, while finalizing the accounts of the Bank at the year and.

Management's Responsibility for the Financial Statements

Managements of the bank is responsible for the preparation of those financial statements in accordance
with Banking Regulation Act. 1949 (AS applicable to Co-operative Societies), and relevant RBI Guidelines
applicable to the Bank This responsibility includes design, implementation 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

Our responsibility is to express an opinion on these financial statements based on our audit. We
conducted our audit in accordance with the standards of 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 other information in the financial statements. The procedures selected depend on the auditor's judge-
ment, 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 appropriation of account-
ing 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 and appropriate to provide a basis for our audit
opinion.
Opinion
In our opinion and to the best of our information and according to the explanations given to us, the said
account together with the notes thereon give the information required by the Banking Regulation Act. 1949

(As applicable to co-operative societies) in the manner so required for the banking companies and give a
true and fair view in conformity with the accounting principles generally accepted in India.

(i) In the case of the Balance Sheet, of the state of affairs of the Bank as at 31st March, 2020.
(i) In the case of the Profit and Loss Account of the Profit for the year ended on that date; and
(iii) In the cass of the Cash Flow statement, of the Cash Flows for the year ended on that date

¢
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Place : Mehsana
Date : 24-11-2020

Report on Other Legal and Regulatory Matters

The Balance Sheet and the Profit and Loss Account have been drawn up in as near as to the pre-
scribed Form “A”&“B” respectively of the Third Schedule of the Banking Regulation Act. 1949 (As
applicable to co-op. Societies) and they give the information as requied to be given under the law and
in conformity with it.

The accounting policies followed by the bank and the discloser in respect to the following items are in
conformity with accounting standards issued by the Institute of Chartered Accountants of india.

RBI guidelines have been followed by the Bank for matters such as Income Recognition, Asset
classification and Provisining Advances to priority sector and weaker sector was 62.94% & 12.65%
respectively as against requirement of 40% & 10% of adjusted net bank credit as per RBI circular.
The bank has generally followed the instruction/guidelines of RBI issued from time to time. However
Contra entry for unapplied Interest receivable on NPA advances was not passed as per RBI
guidelines.

Subject to the above remarks and our observation in the audit memo and genreal remarks forming
part thereof read with significant Accounting Policies and Notes on Accounts as mentioned in the
Schedule-1,

We report that :

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.

In our opinion, proper books of account as required by the law have been kept by the Bank so far as
it appears from our examination of those books.

The returns received from the branches of the Bank have generally been found adequate for the
purposes of our audit.

The Board of Directors has conducted the working of the bank as per bye-laws and also provisions of
co-operative laws / rules. The Board of Directors has followed the rules and regulations.

As per information and explation given to us the Board of Directors has carried out the instruction of
Reserve Bank of India, given from time to time.

The books of accounts and accounting system are maintained as required under the provisions of
co-operative laws and also the instruction of R.B.I.

The transactions of the Bank, which have come to our notice, have been within the powers of the Bank.
The Balance Sheet, Profit and Loss Account and Cash Flow Statement dealt by this report are in
agreement with the books of account and the returns.

Bank has properly maintained S.L.R. & C.R.R. standards.

Bank has made proper classification of NPAs and Provisions for the same as per RBI guidelines.
No Advance has been given to members of the Board of Directors or their relatives during the year
except against their own Fixed Deposit with the Bank. Balance outstanding as on 31.03.2020 has
been Rs. 69.77 Lacs.

The Directors or other office bearers are not disqualified for their position.

During the year Bank has received Rs. NIL proposal under the One Time Settlement scheme intro-
duced by Government of Gujarat.

Duringthe year The Bank has made compromise of dues in NIL cases and total interest Rs. NIL is waived.
The discrepancies / procedural lapses observed during audit have been given in audit memo and in
our quarterly reports.

In our opinion, the Balance Sheet, Profit & Loss Account and Cash Flow Statement comply with the
applicable accounting Standards. H. V. Doshi & Co.

Chartered Accountants.
FRN : 112353W
CA Hasmukh V. Doshi
M. No. 036075, Panel No. 178
UDIN : 20036075 AAAAMC7091
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THE MEHSANA NAGRIK SAHAKARI BANK LTD., MEHSANA

Details regarding disclosure norms prescribed for UCBs
NOTES FORMING PART OF ACCOUNTS FOR THE YEAR ENDED ON 31st MARCH 2020

A) SIGNIFICANT ACCOUNTING POLICIES :
1.

ACCOUNTING CONVENTION

The financial statements are prepared by following the going concern concept on historical cost
basis unless otherwise stated and conform to statutory provisions and practices prevailing in India.
USE OF ESTIMATES:

The preparation of financial statements in conformity with generally accepted accounting
principles requires management to make estimates and assumptions that affect the reported
amounts of assets and liabilities and disclosure of contingent liabilites as at the date of the
financial statements and the results of operations during the reporting period Although these
estimates are based upon management's best knowledge of current events and actions, actual
results could differ from these estimantes.

REVENUE RECOGNITION:

Income and Expenditure are accounted on accrual basis except in cases stated below hereinafter.
(a) Interest and other income on Non Performing Assets are recognized on cash basis.

(b) Interest on Non Performing Investment is accounted on cash basis.

(c) Dividend on investment is accounted on cash basis.

Expenditures are accounted for on accrual basis except in cases described hereinafter

(a) Legal expenses incurred in suit filed accounts have been accounted on cash basis as per RBI
directives

(b) Insurance premium expenses are accounted on cash basis.

(c) Rent of premises is accounted on cash basis.

FIXED ASSETS AND DEPRECIATION :

(a) Fixed assets are stated at their historical cost less accumulated depreciation except 3 (Three)
properties revalued in the year 2018-19 by creating Revaluation Reserve of Rs. 9,27,71,665/-
Cost includes incidental expenses incurred on acquisition of assets.

(b) Premises and other fixed assets (including land wherever the cost of land is not segregated)
are depreciated on written down velue method at the following rates.

Sr no. Particulars Rate of Depreciation
1. Building 5%
2. Furniture Fixtures 5%
3. Motor Vehicles 10%
4. Air Conditioner 10%
5. Safe deposit vault 5%
6 CC TV Camera 10%
7 Computers & Software 33.33%

(c) Depreciation on fixed assets purchased during the year is charged for the entire year if the
assets are purchased and put to use for 180 days or more. Otherwise it is charged at 50%
of the normal rate. No. Depreciation is charged on fixed assets sold before the half-year and
depreciation @ 50% of the normal rate is provided for assets sold after 30/09/2019.

(d) All fixed assets individually costing less than Rs. 5000 are fully depreciated in the year of
installation. Profit or loss on sale of assets is recognized as and when the assets are sold.
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5. ADVANCES:

(a) In terms of guidelines issued by the RBI, advances to borrowers are classified into “Performing”
or “Non-Performing” assets based on recovery of principal / interest. Non performing Assets
(NPAs) are further classified as Sub Standard, Doubtful and Loss Assets.

(b) Provision for Standard Assets is made at the flat rate of 0.40%
(c) Provision for advances to commercial real estate is made at 1.0% as per RBI circular
(d) N.P.A. Provision :

Provision for losses made on non Performing advances are on the basis of assets classification and
provisioning requirement as per the prudential norms prescribed by the Reserve Bank of India
and revised from time to time as under :

i) SubStandard, = 10%

i)  Doubtful = 100% of unsecured protion plus 25% / 40% / 100% of the

secured protion depending on the period for which the
advances has remained doubtful.

i) Loss Assets = 100%

(e) Additional Provisions made in accounts over and above the required provision under the pru-
dential norms prescribed by the Reserve Bank of India has been considered as earmarked
reserve and is shown as Reserve for Bad & Doubtful Debts.

(f) The overdue interest in respect of advances is provided separately under “Overdue Interest
Reserve” as per the directive issused by the Reserve Bank of India.

6. INVESTMENTS :

(a) The entire Investment portfolio of the bank is classified in accordance with the Reserve Bank
of India guidelines into three categories :

i) Held to maturity : comprising of Investments acquired with the intention to hold them till ma-
turity.

ii) Held for trading : comprising of investments acquired with the intention to trade.

iii) Available for sale : comprising of investments, which are not classified in above two categories.

(b) Investments classified as Held to Maturity are carried at acquisition cost. If it is more then face
value, the premium is amortized over the period of 10 years or remaining maturity, which ever
is less.

(c) Investments classified as Held for Trading and Available for Sale are shown as mark to market
price scrip wise and the resultant depreciation is recognized in profit & loss account net appre-
ciation is ignored.

(d) Shifting of securities from one category to another category is done at the acquisition Cost or
Book Value or market Value on the date of transfer, whichever is the least, and the depreciation,
if any, on such transfer has been provided.

(e) For the purpose of valuation, market value in the case of Central and State Goverment secu-
rities is determined as per RBI guidelines on the basis of the “Yield to maturity” indicated by
Primary Dealers Association of India (PDAI) / Fixed income and Money Market Derivatives
Association of India (FIMMDA). Shares of co-operative banks are stated at cost.

B. EMPLOYEE BENEFITS :

I. Post Employment Benefit Plans

(a) Defined Contribution Plans :

The Bank has Defined Contribution Plans for post-employment benefits, charged to Profit & Loss
Account, in form of. “Provident Fund / Employee's Pension Fund” administered by the Regional
Provident Fund Commissioner.
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8.

10.

11.

(b) Defined Benefit Plans :

Gratuity has been accounted on the basis of contribution made to the fund maintained with the
LIC

Il. Long Term Employment Benefits

Leave Encashment has Been accounted on the basis of the contribution made to the fund
maintained with the LIC.

IMPAIRMENT OF ASSETS :

A substantial portion of the bank's assets comprise of ‘financial assets’ to which Acounting standard
28 “Impairment of assets” is not applicable In respect of assets to which Standard applies, in the
opinion of the management, there are no indication, internal or external which could have the effect
of impairing the value of the assets to any material extent as at 31st March 2020 requiring
recognition in terms of said standard.

EVENTS OCCURING AFTER THE BALANCE SHEET DATE

Material adjusting events (that provides evidence of condition that existed at the balance sheet
date) occurring after the balance sheet date are recognized in the financial statements. Non
adjusting events (that are indicative of condition that arose subsequent to the balance sheet date)
occurring after the balance sheet date that represents material change and commitment affecting
the financial position are disclosed in the reports of the Board of Directors.

PROVISION

Provisions involving substantial degree of estimation in measurement are recognized when there
is a present obligation as a result of past events and it is probable that there will be an outfiow
of resoures even though the amount cannot be detemined with certainty and represents only a best
estimate in the light of available information. Contingent liabilities are not recognized but are
disclosed in the notes. Contingent assets are neither recognized nor disclosed in the financial
statements.

TAXATION (AS-22)

I. Current Tax :

Current Tax is determined as the amount of tax payable in respect of taxable income for the period
accordance with the provisions of the Income Tax Act, 1961.

Il. Deferred Tax :

Deferred Tax assets of Deferred Tax liability is recognized on timing difference being the difference
between taxable incomes and accounting income. Deferred Tax assets or Deferred Tax liability is
measured using the tax rates and tax laws that have been enacted or substantively enacted at the

Balance Sheet date. Deferred Tax assets arising from timing difference are recognized to the
extent there is a reasonable certainty that the assets can be realized in future.

(B) NOTES ON ACCOUNTS :

1. Previous year figures have been regrouped / rearranged to the extent necessary / practicable.
2. Contingent Liabilites

Sr. No. Particulars 31-03-2020 31-03-2019
A Claims not acknowledge as Debt
1 Income Tax Assessment order contested Nil Nil
2 Service Tax GST Demand in appeal Nil Nil
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3. The Bank is a Co-operative society under the State Co-operative Society Act and there is no related
party requiring disclosure under the AS-18 issued by the ICAI. other than one Key Management
Personnel, viz Mr. Mukeshkumar A. Patel General Manager of the Bank. However, having regard
to the RBI circular No. DBOD.BP.BC.89/21-04-018/2002-03 Date March 29, 2003, he being single
party coming under the category, no further details thereon is required to be disclosed.

4. Bank Management is of the opinion that followings are not required be reported in the Notes
considering the business of the Bank.

(A) Segmental Reporting.
5. 1. The Bank is registered under the Gujarat State Co-operative Societies Act, 1961.
2. Provision for Non-Performing Assets

(Rs. in Lakhs)

Particulars Bad & Doubtful Debts Reserves & Bad & Doubtful
Debts Provision u/s 36 (1) (viia)

Balance as on 31.03.2020 952-97
Less : Provision required 447-72
Excess Provision hald 505-25

3. Outbreak of COVID-19 Pandemic has impacted credit and reocvery segments of banking
business. Though there has been an impact on recovery, loan default risk has been largely
minimized on account of grant of moratorium on repayment of loans and other measures to
reduce the interest burden by Reserve Bank of India. Bank has continued its operation through
its branches and Digital products even during current scenario of COVID-19 and with partial
relaxation of lockdown norms by Central and State Governments, full-fledged banking
operations resumed in most of the branches after following safety norms. There may be an
impact on revenue of the Bank during 1st and 2nd quarter of the FY 2020-21 due to slow down
of economic activity. With the measures being given by Government of India and State
Governments, normalcy is expected to be restored by 3rd and 4th quatrer of the current
financial year. Nevertheless, the managment believes that no adjustments are required in the
financial results as the Bank is adequately capitalized and has sufficient liquidity to take care
of its present and future operations and there would not be any significant impact on Bank's
perfirmance in future and going concern assumptions.

4. As per RBI circular no. RBI/2019-20/220 DOR. No. BP.BC.63/21.04.048/2019-20 dated April 17,
2020, with regards to COVID-19 Regulatory Packege - Asset Classification and Provisioning,

additional disclosures as on 31.03.2020, are as follows : (Rs. in Lakhs)
Respective amounts in SMA/overdue categories, where the moratorium/ Nil
deferment was extended
Out of above amount, where asset classification benefit is extended N.A
Provisions made during the year 2020-21 N.A
Provisions adjusted during the respective accounting periods against N.A

slippages and the residual provisions in terms of paragraph-6 of the circular

Note1 : As per not B(2) above there was excess provision made amounting to Rs. 505-25 Lakhs and
hence no additional provision is required.

L1
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6. Descloure of various infomating as required by RBI cicular no UBD. CO. BPD. (PCB) CIR.

no. 52/12.05.01/2013-14 dated 25/03/2014 is as under.

(Rs. in Crore)

Ne. Particulars 31032010 | 31.08.9020
1 Movement of CRAR 15.80% 16.83%
2 (A) Investment

(a) Book value of Investment 94.86 123.67
(b) Face value of Investment 95.36 124.16
(c) Market value of Investment 97.12 130.78
(B) Non-SLR investments — —
Others-Unlisted securities Nil Nil
(i) Shares- MDCCB (Rs. 6.40 lakh) & Shares GSCB (Rs.0.05 Lakh) 0.06 0.06
(ii) Non-performing Non-SLR investments Nil Nil

3 Advances against real estate, construction Business 8.00 13.46
4 Advances against Housing 21.93 20.81
5 Advances against Shares & Debentures Nil Nil
6 Advances to Directors, their relatives, companies / Firms in — —

which they are interested — —
(a) Fund based (Against Fixed Deposits) 0.51 0.69
(b) Non Fund based (Guarantees, L/C, etc) Nil Nil
7 Cost of Deposits: Average cost of deposits 6.56% 6.14%
Movements in NPAs
(a) Gross - NPA - Amount 7.38 7.48
(b) Gross - NPAs to Gross, Advances% 3.73% 3.34%
(c) Net NPA - Amount Nil Nil
(d) Net NPAs to Net Advances% Nil Nil
9 Profitability
(a) Interest Income as percentage of working Funds 9.02% 8.79%
(b) Non-interest income as percentage of working Funds 0.13% 0.13%
(c) Operating profit as a percentage of working Funds 1.77% 1.76%
(d) Return of Assets 1.15% 1.20%
(e) Business (Deposits + Advances) per employee 5.69 6.96
(f) Profit per employee 0.05 0.06

U
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Sr. Particulars As on As on
No. 31.03.2019 31.03.2020
10 | Provision made towards NPAs, Depreciation in investments 10.85 12.08
Movement in provisions :
11 | (@) Towards NPAs 8.35 9.53
(b) Towards Depreciation in Investment 1.15 1.15
(c) Towards Standard Assets 1.35 1.40
12 | Foreign Currency Assets & Liability
(a) Assets Nil Nil
(b) Liabilitiets Nil Nil
13 | Restructured Accounts Nil Nil
14 | Fixed Assets-Valuation / Revaluation 9.77 9.28
15 | Penalty imposed by RBI Nil Nil
16 | Payment of DICGC insurance premium paid up to 30-09-2019 30-09-2020
Rs. 18.63 lakh Rs.21.88lakh
17 | DEAF A/c amount transfered to DEAF during the year 2019-20
Particul Amount
articulars (Rs. in lakh)
Opening balance as on 01-04-2019 73.89
Add : amount transferd to DEAF during 2019-20 9.79
Less : amount reimbursed by DEAF 4.08
Closing balance as on 31-03-2020 79.60
Arvindkumar A. Patel Manubhai S. Patel
For, Chairman

H. V. Doshi & Co.
Chartered Accountants.
FRN : 112353W

CA Hasmukh V. Doshi

M. No. 036075, Panel No. 178
UDIN : 20036075 AAAAMC7091

Place

Managing Director

Mukeshkumar A. Patel

General Manager

: Mehsana

Date : 24-11-2020
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CASH FLOW STATEMENT FOR THE YEAR ENDED ON 31 MARCH 2020

Profit on Sales of Investments —
Net Increase / Decrease in Assets

(Increase) in / Decrease in Advances (25,70,96,958-98)
(Increase) in / Decrease in Investments (28,08,69,303-00)
(Increase) in / Decrease in Other Assets (30,62,817-18)
(Increase) in / Decrease in Interest Receivables (1,94,44,713-00)
Net Increase / Decrease in Liabilities
Increase /(Decrease) in Deposit+Int receivable 47,23,48,614-28
Increase /(Decrease) in Statutory Reserves (1,32,22,222-65)
Increase /(Decrease) in Liabilities 1,35,77,989-08

Particulars Amt. Rs.
A CASH FLOW FROM OPERATING ACTIVITY
Net Profit 5,04,77,853-00
Adjustment for :
Add :
Depreciation 35,47,349-00
Provision for NPA & Other Reserve 1,10,00,000-00
Deffered tax Liabilities 10,00,000-00
Government Securities Premium w/o — 1,55,47,349-00
Less
Dividend Income (750-00)
Redemption of Mutual Fund (32,15,114-66)

(32,15,864-66)

(56,04,73,792-16)

47,27,04,380-71

Net Direct Taxes (Paid) / Refunded —

(2,49,60,074-11)

Net Cash flow From Operating Activites (A)

(2,49,60,074-11)

B. Cash Flow From Investing Activities

Dividend Income 750-00
(Increase) in / Decrease in Fixed Assets —
Redemption of Mutual Fund 32,15,114-66

Profit on Sale of Investment —

Net Cash flow From Investing Activites (B)

32,15,864-66

C. Cash Flow From Financing Activies
Proceed From Issue of Capital 1,32,21,375-00

Net Cash flow From Financing Activites (C)

1,32,21,375-00

Net Increase/ (Decrease) in Cash and Cash Equilvalents (A+B+C+)
Cash and Cash Equilvalents at begining of period (see Note 1)

(85,22,834-45)
24,65,10,991-03

Cash and Cash Equilvalents at end of period (see Note 1)

23,79,88,156-58

Notes :

Cash and Cash Equilvalents comprise of :
1. Cash on Hands
Balance with RBI, Other Bank Money at call

5,68,80,498-00
18,11,07,658-58

Cash and Cash Equilvalents
Effect of Unrealised foreign exchage (gain)/loss (Net)

23,79,88,156-58

Cash and Cash Equilvalents as restated

23,79,88,156-58

2. Figures of the previous) Year have been regrouped / reclassified

For,

H. V. Doshi & Co. Arvindkumar A. Patel Manubhai S. Patel

Chartered Accountants. Chairman Managing Director

FRN : 112353W _

CA Hasmukh V. Doshi M. No. 036075, Panel No. 178 Mukeshkumar A. Patel Place.- Mehsana
UDIN : 20036075 AAAAMC7091 General Manager Date :
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